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ii  there's  one  thing  ail  bank- 
ers hiU'c  in  common,  be  thev 
i  r  om  roiedo  orTtmbnki  u.  li  s 
the  (lesire  to  serxe  H^i-ir  vu.s- 
tomers  better,  cros.s-sell  nioi'e 
elfcctiveiy,  help  the  bank 
achte\'e  greater  success. 

But  to  do  so,  thev  nral 
opcTi  access  to  inlormalion  - 
evervthmg    (r'-.       <  ustomi'i* 


proliies  to  available  banking 
^•'^\■R^•s.  1  he  kind  oi  mtor- 
!P.uu.:i  ihat  couk)  reside  on  a 
(io/en  or  more  independent 
computer  systems  frou)  )usl 
as  many  du'lei"ent  ventlors. 

Our  Network  Appii ca- 
ll on  Support  (NAS)  was 
designed  lo  integrate  those 
<k,)zen  c  ,  more  svstem>.  antl 


make  them  acressibie  !ix>m 
any  desktop  tlevice  in  I  he 
organization.  So  v\'hen  a  cus- 
tomer walks  m  to  take  <.)'il 
car  loan,  for  examjilc,  rhe 
person  behind  the  desk  can 
access  that  customer's  til' 
recognize  a  possit>h'  mor 
gage  opportunity  ar.d  mak 
the  suggestion.  Instantly. 


®  DIGIT/  L  EOOI?M£NT  COSl'ORATiON  IWt.  THf.  OIGiTAl  iOGO  IS  A  .-(.aC+maP*  •>  OlGltAl  ii  JUIfr. 


technology  based  on 
IBtry  standards  makes 
\S  possible.  With  it,  users 
ve  the  power  to  access  and 
^  information  residing  on 
-ilti[)le  systems.  Witether 
■)se  systems  exist  today  or 
ve  yet  to  be  mtroduceci. 

I  his.  m  turn,  gives  you 
■J  power  to  choose  the  best 


solutions  tor  your  business 
needs.  And  the  confidence  that 
comes  with  knowing  your 
choices  oi  tockt)'  can  be  inte- 
grated with  those  of  tomorrow. 
Which  IS  v\'here  our  support  and 
ser\'ice  comes  in.  \\  ith  over 
40,000  experts  in  more  than  80 
countries  around  tlie  world,  we 
can  plan,  design,  implement,  and 


manage  virtually  any  muhi- 
vendor  netv\orked  solution. 
And  can  even  ofler  a  single 
source  o(  contact  tor  all  your 
systems  integration  needs 

In  short,  we  can  gi\e 
you  an  advantage.  I'he  Open 
A d» vantage.  Talk  to  your 
Digital  re[i 
resent  at  I  ve 


SDiOQI 


Despair  not.  In  this  age  of  rough 
manners  and  boorish  behav- 
ior, vou  can  still  find  a  haven  of 
grace  and  sophistication:  the  cabin 
of  the  LS400 
luxury  sedan. 

Everything 
found  within 
has  been  designed  not  only  to  meet 
your  needs  but  to  anticipate  them. 

For  example,  when  you  are 
ready  to  leave  the  cabin,  the  car  will 
neatly  execute 
a  point  of  eti- 
quette: auto- 
matically (if 
you  choose) 
the  steering 
wheel  column 
will  raise  itself  up  and  out  of  your  way 
as  soon  as  vou  remove  the  kev. 

But  what  goes  up 
must  come  down.  When 
you  enter  the  cabin,  the 


column  will  lower  itself  into  your 
hands  to  its  precise  pre-set  position 
the  moment  you  insert  the  key. 

Of  course,  all  this  discussion 
about  entering  and  leaving  should  not 
distract  you  from  the  subject  of  driv- 
ing. Only  that  experience  is  hard  to 
capture  on  paper.  To  try  to  somehow 
tabulate  the  serenity  and  quiet  of  the 
well-appointed  cabin  will  not  do  the 
LS  400  justice. 

So  for  a  test  drive,  see  your 
dealer.  He  will  answer  your  ques- 
tions, wait  patiently  for  your  com- 
ments, show  you  every  courtesy. 

See?  Chivalrv  is  not  dead. 


® 


The  Relentless  Pursuit  Of  Perfection. 
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lower  rates  sti\rt  to  really  rev  up  the 
economy 

II  THEUNKINDEST  CUT  OF  ALL 
For  older  Americans,  plunging 
interest  rates  can  cause  serious  pain 
as  incomes  drop  off 

2  READY  FOR  TICKET  TAKEOFF 
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PRODUCTION 

Change  from  lost  week:  -0.4% 
Change  from  lost  year:  0. 1  % 

1967=]00  (four-week  moving  overoge) 
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change  from  last  week:  -0.4% 
Change  from  last  year;  -0.9% 

220  


180. 


Dec.  14 
175.6 


175 


170 


165 


Dec 
1990 


iilii 

Apr 
1991 


215  . 


Dec.  7 
176.3 


Dec. 
1991 


205 


200 


Dec.  14 
206.2  ' 


linmij 

Dec.  7 
207.0r 


Dec 
1990 


Apr 
1991 


The  production  index  declined  in  the  week  ended  Dec.  14,  but  the  drop  reflects 
the  shortened  workweek  during  the  Thanksgiving  hoiidoy,  which  is  holding  down  the 
four-week  average  In  the  latest  week,  seosonally  adjusted  output  of  electricity  and 
paperboard  fell  Steel,  truck,  crude-oil  refining,  paper,  coal,  and  lumber  output 
increased.  Rail-freight  traffic  and  auto  output  were  unchonged.  Before  calculation  of 
the  moving  overage,  the  index  fell  to  175,5  from  175.7. 

BW  production  index  copyright  1991  by  McGraw-Hill  Inc 


The  leading  index  lost  a  little  ground  during  the  week  ended  Dec.  14.  A  ste 
decline  in  materials  prices  and  slower  growth  in  M2  offset  the  positive  signs 
lower  bond  yields,  fewer  business  failures,  and  a  small  improvement  in  the  grov. 
rate  in  real  estate  loans.  Stock  prices  were  virtually  unchanged  from  the  prior  wet 
Before  calculation  of  the  four-week  moving  overage,  the  index  declined  to  205 
from  205.7  in  the  previous  week,  ■ 
Leading  index  copyright  1  99 1  by  Center  for  International  Business  Cycle  Reseorch 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  (12/2I)thous.  ofnettons 

1,650 

1,751# 

1.5 

AUTOS  (12/21)  units 

120,589 

126,507r# 

33.0 

TRUCKS  (12/21)  units 

73,364 

76,898r# 

1 13.7 

ELECTRIC  POWER  (l  2/2 1)  millions  of  kilowatt-hours 

59,523 

54,965# 

6.5 

CRUDE-OIL  REFINING  (i2/2i)thous.ofbbl./da)' 

13,468 

13,434# 

4.8 

COAL  ( 1 2/ 1 4)  Ihous.  of  net  tons 

20,420# 

19,321 

-4.3 

PAPERBOARD  (I2/I4)  ihous.  of  tons 

769.8# 

775.  Ir 

-0.7 

PAPER  (12/14)thous.  oftons 

790.0# 

769,0r 

1.3 

LUMBER  (12/14)  millions  of  ft. 

514.8# 

483.1 

9.4 

RAIL  FREIGHT  (12/I4I  billions  of  ton-miles 

21,0# 

20,7 

0.0 

Sources:  American  Iron  &  Steel  Institute,  Word's  Au^omohve  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SPPA*,  Association 
of  Americon  Railroads. 


Latest 
week 

Week     %  ChaU 
ago      year  ■ 

STOCK  PRICES  (12/20)  S&P500 

384  34 

379.98  ik 

CORPORATE  BOND  YIELD,  Aao  (12/20) 

8.31% 

8.35%  -jj 

INDUSTRIAL  MATERIALS  PRICES  (12/20) 

93.2 

94.2  -b 

BUSINESS  FAILURES  (12/13) 

386 

477 

REAL  ESTATE  LOANS  ( 1 2/1 1)  billions 

$395.6 

$395.2 

MONEY  SUPPLY,  M2  1 12/9)  billions 

$3,402.4 

$3,405.2r  i 

INITIAL  CLAIMS,  UNEMPLOYMENT  (i2/7)thous 


493 


414 


Sources:  Standard  &  Poor's,  Moody's,  Journol  of  Commerce  (index:  1980=100),  Dun 
Bradstreel  (failures  of  large  companies].  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally 
justs  data  on  business  failures  and  real  estate  loans. 


MONTHLY  ECONOMIC  INDICATORS 


■^]:HfH!■iy^!^m: 


latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (12/30) 

126 

128 

136 

GERMAN  MARK  {12/30) 

1.52 

1  57 

1,52 

BRITISH  POUND  (12/301 

1.87 

1,83 

1.90 

FRENCH  FRANC  (12/30) 

5.19 

5  37 

5.17 

CANADIAN  DOLLAR  (12/30) 

1.16 

1,15 

1.16 

SWISS  FRANC  (12/30) 

1,35 

1.39 

1.30 

MEXICAN  PESO  (i2/30)' 

3,049 

3,060 

2,944 

Sources:  Major  New  York  bonks.  Currencies  e 
pound  expressed  in  dollars 

xpressed  in  units  per  U,  S,  dc 

liar,  except  for  British 

Latest 
week 

Week 
ago 

X  Change 
yeor  ago 

GOLD  (12/30)  S/troyoz. 

353  150  357,900 

-8,0 

STEEL  SCRAP  (12/27)  #1  heovy,  $/ton 

94  00 

93.00 

-1 1,3 

FOODSTUFFS  (12/26)  index,  1967=100 

204  6 

205,9 

-1.3 

COPPER  (12/28)  C/lb, 

102,0 

102  0 

-12.4 

ALUMINUM  (12/28)  c/lb. 

513 

510 

-27.7 

WHEAT  (12/28)  #2  hard,  $/bu. 

4  16 

4  08 

50.7 

COTTON  (12/28)  strict  low  middling  1-1/16 

in  ,  C/lb      52  23 

54  29 

-26.1 

Sources;  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Burec 
Week,  Kansas  City  market,  Memphis  market. 

u,  Metals 

Latest 
month 

Month 
ago 

%  Chart 
year  i* 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Nov )  billions 

$124.7 

$123.3r 

t 

PERSONAL  INCOME  (Nov  ]  annual  rote,  billions 

$4,878.7 

$4,886  Or 

CONSUMER  SPENDING  (Nov )  billions 

$3,951.9 

$3,926.0 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Nov )  millions 

-$45,466 

-$35,976r 

Sources:  Commerce  Dept ,  Treasury  Dept 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  C'. 
ye 

MONEY  SUPPLY,  Ml  (12/I6) 

$898.7 

$895.4r 

BANKS'  BUSINESS  LOANS  (12/I8) 

291.9 

290.8r 

FREE  RESERVES  (12/25) 

1,118 

502r 

-22 

NONFINANCIAL  COMMERCIAL  PAPER  (12/IS) 

134.9 

133.1 

-9 

Sources:  Federol  Reserve  Board  (in  billions,  except  for 
two-week  period  in  millions) 

ree  reserves. 

which  are  expressed  foi 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Yc 
a 

FEDERAL  FUNDS  (12/27) 

4.14% 

4.50% 

7  16 

PRIME  (12/30) 

6.50 

7.50 

10  00 

COMMERCIAL  PAPER  3-MONTH  (12/27) 

4.53 

4.56 

8  14 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (12/30) 

4  30 

4.43 

8  13 

EURODOLLAR  3-MONTH  112/21) 

4.45 

4.45 

7  89 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  doto  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  [chart),  other  components  (estimated  and  not  listed)  include  mochinery  and  defense  equipmer 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3^  Free  market  value     NA^Not  avoiloble     r=  revised     NM  =  Not  meaningful 
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Schwab  wrote  the  book  on  how 
to  find  a  Financial  Advisor. 


As  your  capital  multiplies,  so  does 
the  time  and  skill  it  takes  to  invest. 

If  youVe  like  many  investors,  you 
might  prefer  professional  guidance. 
At  Schwab,  we  recommend  getting 
objective  advice  that's  free  of  sales 
)ressure.  So  we  wrote  this  book  to 
help  you  find  an  expert— one  who's 
concerned  with  your  best  interests. 

The  Charles  Schwab  Guide  to 
Selecting  a  Financial  Advisor  gives 
you  the  information  you  need  to  single 
out  which  advisor  feels  right  to  you. 
Here  are  the  key  questions  to  ask. 
Plus  a  few  tips  to  heli)  you  assess 
whether  their  style  and  strategies 
are  compatible  with  your  financial 
goals. 

This  guide  also  includes  a  directory 
with  addresses,  phone  nimil)ers  and 
stated  investment  {)hil()sophies  of  over 
330  advisors. 

If  you'd  appreciate  hcl})  managing 
your  money,  call  now  for  your  fi'ee  copy 
of  the  new,  expanded  edition  of  TIip 
Charles  Schwab  Guide  to  Select/ ufi 
a  FiiKWcial  Advisor 

•Chaiie.s  S(  liv\ab    Co.,  Inc.  tides  m  il  t  wtU  u  se  or 
recommend  any  particular  advisor  Noneol'l  hesc  Financial 
Advisors  arc  employed  by  Charles  Schwab  (Vi  Co  .  Ini 

Call  now,  toll-free: 

800-442-5111  ext.  308 


Charles  Schwab 


Member  SIPC/New  York  Stock  Exchange.  Inc       c  1992  Charles  Schwab  &  Co .  Inc      All  Rights  Reserved 
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wnereveryour  ousines 
the  Gulfstream  IVcan  tak 


Some  people  seem  to  believe  that  as  you  go 
up  the  ladder  in  business  jets,  you  run  out  of 
things  the  airplane  can  do. 

The  way  they  see  it,  by  the  time  you  get  to 
the  Gulfstream  IV,  which  is  at  the  very  top, 
the  only  thing  it  is  good  for  is  to  fly  the  long 
intercontinental  missions. 

Exactly  the  opposite  is  true,  of  course. 


As  a  business  jet  gets  bigger,  as  its  flight 
management  and  aircraft  systems  get  more 
advanced,  as  its  engines  become  more  akin  toi 
those  that  power  airliners,  and  the  wider  its 
performance  envelope  becomes,  the  more  it 
can  do. 

That  certainly  is  the  case  with  the  ^ 
Gulfstream  IV. 


Ciullsiream  A^iospjcet  nrpnration.  I'l )  Box  iJIKi.Saviinnah  Ciairgia         U  S  A 
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ikes  you, 
jou  there. 


I  A  well-managed  Gulfstream  IV  can 
^  lecome  a  unique  asset  in  a  corporate  aircraft 
iperation.  In  fact,  it  is  perfectly  plausible  to 
xpect  this  one  amazing  machine  to  do  as 
j  nuch  as  two  lesser  aircraft,  and  perhaps 
ven  more. 

There  is  no  question  about  its  long-range 
)rowess.The  Gulfstream  IV  has  the  endur- 
ince  and  speed  to  fly  nearly  5,000  statute 
niles  non-stop  in  about  9.5  hours;  the  reliabil- 
ty  of  its  engines  and  systems  helps  make  every 
lour  pass  placidly;  and  a  big,  roomy  cabin 
nakes  every  mile  go  by  comfortably. 

It  brings  these  same  capabilities  to  shorter 
rips  and,  in  the  right  hands,  does  it  with  sur- 
)rising  efficiencies  and  cost-effectiveness.  In  a 
lurvey  of  Gulfstream  IV  operators  by  a  major 
iviation  publication,*  most  reported  that 
'they  hcn^e  found  the  Gulfstream  IV to  be  eco- 
lomically  practical  for  trips  ranging  anywhere 
fom  one  hour  to  9. 50  hours  in  duration ..." 

Its  size  is  a  plus  in  helping  achieve  optimum 
itilization.The  Gulfstream  IV  can  take  more 
)assengers  farther  faster  than  any  other  busi- 
less  aircraft.  (And,  in  our  experience,  people 
;eldom  pass  up  the  opportunity  to  ride  in  it 
md  pilots  always  want  to  fly  one.) 

Despite  its  size,  the  Gulfstream  IV  can  get 
nto  and  out  of  hundreds  of  airports  where 
/ou  normally  find  only  smaller  jets.  And  that's 
lot  simply  because  of  its  sparkling  perform- 
mce,  but  because  it  is  also  a  good  neighbor. 

Few  airports  are  more  noise-sensitive  than 
Washington's  National  Airport;  the  FAA  says 
'  the  Gulfstream  IV,  with  its  Rolls-Royce  Tay 


engines,  is  quiet  enough  to  come  and  go  there 
anytime,  day  or  night.  (It  all  suggests  you  can 
plan  on  going  almost  anywhere  you  want  to 
go- which  is  the  fundamental  reason  to  oper- 
ate any  business  jet.) 

In  short,  the  Gulfstream  IV  has  an 
uncommon  versatility  that  makes  it  uncom- 
monly productive. 

We  can  show  you  why  and  how  this  hap- 
pens on  an  actual  business  trip  you  and  your 
key  executives  have  to  take  somewhere  at 
home  or  abroad. 

If  you  need  to  go  5,000  miles  non-stop,  fine. 

If  you  need  to  go  where  airline  service  is 
impractical  or  impossible,  we  can  show  you 
how  easy  the  Gulfstream  IV  makes  it  to  get 
to,  not  merely  one  place  but  several,  and  have 
you  home  again  in  a  single  day. 

If  we  can  have  the  time  to  show  you  how  the 
Gulfstream  IV  does  both,  so  much  the  better 

What's  important  is  that  you  have  the 
opportunity  to  put  the  Gulfstream  IV  in  its 
proper  perspective. 

The  person  who's  ready  to  see  that  you  get 
that  chance  is  Robert  H.  Cooper,  Senior  Vice 
President,  Gulfstream  Marketing,  /p^ii 

CaU  him  at  (912)  964-3292.  wll 

/k'TOSp-TCC 


The  Gulfstream  IV 

Uncommonly  versatile, 
uncommonly  productive. 


Gulfstream  Marketing  Regional  U.S.  offices  are  Northeast  (203)  677-7666  and  (201)  335-6676;  Midwest  (708)  571-6606; 

Mid- Atlantic/Southeast  (912)  964-3283;  Southwest  (713)  782-6782  and  (214)  490  1055;  Western  (213)  420-5059  and  (415)  283-8590. 

Gulfstream  IV  Operators  Survey,"  Business  &  Commercial  Aviation.  August  1989. 
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TWO  QUALITY  SERVICES 
AMERICANS  TAKE  FOR  GRANTED 

You  missed  two  quality  services 
available  in  the  U.  S.:  the  telephone 
and  the  Postal  Service  ("The  Quality  Im- 
perative," Special  Issue,  Oct.  25).  If  de- 
fects are  to  be  measured  as  bad  connec- 
tions per  million  calls  made  or  pieces  not 
delivered  per  million  pieces  mailed,  then 
both  are  tops.  Telephones  and  mail  box- 
es are  available  everywhere.  Both  ser- 
vices are  inexpensive — what  else  can 
you  get  for  the  29$  cost  of  a  first-class 
stamp  or  the  25$  cost  of  a  local  call? 

In  the  U.  S.,  most  people  place  their 
own  calls.  Phone  service  in  Venezuela  is 
so  bad  that  executives  have  a  secretary 
to  make  phone  calls.  This  introduces  ex- 
tra people  in  the  process,  and  a  lot  of 
time  is  wasted  until  both  executives  fi- 
nally get  on  the  line.  This  alone  must 
cost  Venezuela  thousands  of  wasted 
man-hours. 

In  the  U.  S.,  millions  of  bills  (for  tele- 
phone, gas,  electricity,  credit  cards,  wa- 
ter, BUSINESS  WEEK,  etc.)  are  delivered 
and  paid  by  mail.  In  Venezuela,  no  one 
dares  put  a  check  in  the  mail.  Conse- 
quently, payments  are  made  in  person, 
and,  again,  thousands  of  man-hours  are 
wasted. 

In  the  U.  S.,  the  telephone  and  the 
Postal  Service  are  marketing  tools  (tele- 
marketing, junk  mail).  The  telephone 
supports  other  services  such  as  E-mail, 
fax,  800  and  900  numbers,  and  emergen- 
cy (911)  services.  It  is  so  good  and  so 
apparent  that  your  writers  didn't  even 
think  about  it  (except  for  the  software 
glitch  that  paralyzed  the  system  for  a 
few  hours).  The  good  news  is  that  Vene- 
zuela just  sold  40%  of  its  state-owned 
telephone  system  to  a  private  group 
headed  by  GTE. 

Denny  Schlesinger 
Caracas 


HOOVER  THOUGHT  THE  ECONOMY 
WAS  SOUND,  TOO  

Why  are  your  Business  Outlook 
prophets  so  sure  this  engineered 
"soft  landing"  is  a  recession  ("The  re- 
covery was  a  lemon  to  begin  with.  No 
wonder  it  broke  down,"  Dec.  2)?  Ever 


since  Adam  Smith  wrote  the  book  on  the 
dismal  science  of  economics,  depressions 
have  afflicted  capitalist  economies.  Yes, 
I  know  most  respectable  economists 
pooh-pooh  any  mention  of  big  "D,"  and 
the  President  says,  "The  economy  is  fun- 
damentally sound"  at  every  photo  oppor- 
tunity. But  I'm  certain  he  would  change 
his  tune  if  he  realized  Hoover  sang  that 
swan  song  of  the  roaring  '20s  in  1929. 

Every  panic,  bust,  slump,  and  econom- 
ic upheaval  since  Adam  Smith's  day  was 
unbelievable  before  the  fact:  Witness 
the  last  Depression.  The  inaugural  ad- 
dress of  Herbert  Hoover  on  Mar.  4, 
1929,  was  a  rosy  scenario  worthy  of 
Ronald  Reagan,  revealing  how  blind  a 
President  can  be  to  i)ortents  of  disaster. 
And  notwithstanding  the  market  volatili- 
ty that  fall  (nowadays,  too)  followed  by 
the  Great  Crash  in  October,  most  bank 
titans,  business  tycoons,  and  market 
soothsayers — not  to  mention  celebrated 
dismal  scientists — didn't  have  a  clue  ei- 
ther. They  kept  on  parroting  "our  econo- 
my is  fundamentally  sound"  even  while 
it  hurtled  headlong  into  the  abyss. 

Henry  Fogel 
Lexington,  Mass. 

LET  THE  BANKS  PAY 
FOR  THEIR  OWN  BAILOUT 

Regarding  the  banking  mess  ("How- 
deep  is  the  hole?"  Top  of  the  News, 
Dec.  9),  there  is  no  more  justification  for 
using  tax  money  to  bail  out  the  banking 
industry  than  there  is  to  save  the  airline 
or  any  other  industry.  Under  the  deregu- 
lation craze,  which  began  in  the  1970s, 
we  have  produced  the  equivalent  of 
what  was  known  as  "wildcat  banking" 
before  the  National  Bank  Act  of  1863 
was  passed.  It  is  about  as  easy  to  open  a 
bank  as  it  is  to  open  a  pawnshop. 

The  glut  of  banks  led  bankers  to  make 
loans  to  anyone  who  walked  in,  knowing 
that  the  federal  government  would  make 
up  the  losses.  Moreover,  large  banks 
were  and  still  are  co-conspirators  in  the 
takeover  rampage,  by  which  barracudas 
could,  in  many  cases  using  not  one  dime 
of  their  own  money,  take  over  a  compa- 
ny, strip  it  of  its  assets,  and  leave  the 
carcass  for  the  innocent  scavengers. 
(That  wave  of  destruction  must  be  rec- 
ognized as  one  cause  of  the  current  re- 
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ARE  ON  THE  LINE 


When  life  or  death  is  just  a  breath  -  or  a  phone  call  -  away,  you  don't  pick  an  ordinary  phone  system. 
You  pick  one  that's  based  on  the  simple  design  premise  that  /i/I  cnlh  can  get  through! 
But  Fujitsu's  non-blocking  architecture  wasn't  the  only  reason  that  New  England's  newest  medical  center  - 
the  $2 18-million  Dartmouth  Hitchcock  Medical  Center  (DHMC)  -  selected  their  F9600  digital  PBX  to  take  it  into  tht 
2  1st  century.  DHMC  also  wanted  a  system  that  was  compatible  with  their  existing  phones.  A  system  that  transmitted 
voice,  data,  fax  and  video  images  to  4,700  terminals  over  a  seven-mile  network  of  fiber  optic  cable. 
And  a  support  team  committed  to  Integrated  Services  Digital  Network  (ISDN)  applications. 
The  answer  was  Fujitsu,  a  $2 1 -billion  global  telecommunications  and  computer  leader  serving  over  100  countries. 
To  see  what  answers  the  F9600  has  for  you,  call  1-800-553-3263. 

/mtf  i  "  ~  SSS  2^5^ 
/  BiSJ   

~  '  ^ 

The  F9600  Digital  Telephone  from  Fujitsu,  a  $21-billion 
global  telecommunications  leader  serving  over  100  countries 
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■ssion;  Congress  should  have  nipi)ed  it 
the  bud.) 

Rather  than  using  tax  money,  Con- 
•ess  should  impose  a  tax  on  the  bank- 
g  industry  and  let  it  pass  that  along  as 
>st  it  can.  To  tax  poor  people  and  mem- 
'rs  of  the  working  class,  many  of 
hom  don't  even  have  bank  accounts,  is 
iconscionahle. 

If  government  is  to  assume  the  losses 
•ought  about  by  the  bankers,  then  it 
lould  reap  the  profits.  On  that  basis, 
len,  why  not  nationalize  the  entire  fi- 
mcial  industry?  (I  know.  Mr.  Bush  and 
her  "conservatives"  would  call  that  in- 
■rference  with  "private  enterprise.") 

Mack  A.  Moore 
Professor  of  Economics 
Georgia  Institute  of  Technology 
Atlanta 

ORTHWEST  AIRLINES' 

OMSTOP  FLIGHT  TOWARD  QUALITY 

In  the  article  "Straighten  up  and  fly 
right,"  (The  Quality  Imperative,  Spe- 
al  Issue,  Oct.  25)  you  refer  to  the  ef- 
)rts  of  Northwest  Airlines  to  "over- 
)me  its  past."  As  a  long-term  resident 
f  Japan  with  roots  in  the  U.  S.  Midwest, 
have  been  flying  the  Northwest  sys- 
■m  for  over  10  years.  Just  this  past 
ear,  I  have  been  on  more  than  15 
orthwest  flights,  both  transpacific  and 
omestic,  and  have  been  seated  in  econo- 
ly,  executive,  and  first  class.  Over  the 
ears,  I  have  observed  a  steady  improve- 
lent  in  Northwest  service  in  terms  of 
n-time  performance,  the  attentiveness 
f  the  cabin  staff,  and  the  efficiency  and 
ositive  attitude  of  the  ground  person- 
el,  which  have  been  nothing  short  of 
emarkable.  If  Northwest  can  do  it  [im- 
rove  service  and  quality]  within  the 
Dnstraints  of  the  airline  industry,  any 
S.  company  can. 

Thomas  L.  Clark 
Tokyo 

iETURNING  THE  PIGEON  RIVER 

0  ITS  PRISTIHE  STATE  

four  article  "The  next  war  between 
the  states  could  be  over  clean  wa- 
ir"  (Top  of  the  News,  Dec.  16)  omitted 
seemingly  obvious  and  vital  ingredient: 
esolutions.  You  characterized  tensions 
etween  North  Carolina  and  Tennessee 
esulting  from  the  discharge  of  treated 
/astewater  by  Champion  International 

1  Canton,  N.  C.  These  tensions  reached 
peak  in  1989,  when  it  appeared  that 

egulations  on  the  amount  of  natural 
food  color  entering  the  Pigeon  River 
rem  the  Canton  pulp-and-paper  mill 
ould  curtail  production  and  jobs  at  the 
acility. 

Since  that  time,  however.  Champion 
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FIDELITY  ASSET  MANAGER' 


Diversification 
Made  Simple 


1/ 


All  It  Takes  Is  One  Investment 

Now  there's  an  easier  way  to  diversify  across  a 
broad  range  of  securities... in  one  simple  investment. 
Fidelity  Asset  Manager  seeks  high  total  return  with 
reduced  risk  over  the  long  term  by  gradually  allocat- 
ing its  assets  among  stocks,  bonds,  and  money  mar- 
ket instruments  as  market  conditions  change.  Share 
price  and  return  will  vary.  Start  with  just  $2,500, 
$500  for  IRAs  and  Keoghs. 

*Tutal  R-Iiirn;.  art'  hislorical  and  incliiiie  chani;e  in  share  price  and  reinvestment  of  dividend; 
and  capital  gains 


.Average  Annual 
1  Total  Rcturns^^^  as 
of  Sept.  30. 1991 


29.78 


?4» 


1  Vear 


14.69^ 

Life  ot  Fund 
12/28/88-9/30/91 


1-800-544-8888  24  hours 


For  a  free  fact  kit  containing  a  prospectus  for  Fidelity  Asset  Manager,  with  more  complete 
information,  including  management  fees  and  expenses,  please  call  or  write.  Read  it  care 
fully  before  you  invest  or  send  money  You  mav  have  a  gain  or  loss  when  vou  sell  shares. 
Fidelity  Distributors  Corporation,  PO  Box  (i6()()()3,  Dalla.s,  TX  7S266-060,-i, 


Fidelity 


Investments ' 

CODE:  BW/FAA/011392 
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It  can  help  you  turn  the  tables. 

Let's  say  you  didn't  have  a  Day  Runner "  Personal  Organizer.  Could  you  possibly  set 
goals  and  plot  how  effectively  you're  meeting  them?  Keep  track  of  which  contacts  came  from 
where Identify  opportunities  and  put  yourself  in  a  position  to  capitalize  on  them'^  ' 

Maybe.  But  if  you  can't,  what  makes  you  think  that  big  shot  ^^^^tUN^EK 
on  the  other  side  ofthe  desk  is  going  to  give  you  an  inch?  pTrsI^al  organizers  , 

You  II find  Day  Runners  in  office  products  stores,  specialty  shops,  department  stores,  and  the  hands  oj  people  eveiywherc  who  are  determined  to  get  ahead. 
For  more  in/omiation-like  where  to  find  a  nearby  Day  Runner  dealer-call  800  635-5544  In  Canada,  call  800  668-4575. 


s  embarked  on  comprehensive  mod- 
nization  of  the  mill.  When  the  $250 
llion  project  is  completed  in  late  1993, 
e  Pigeon  River's  color  and  odor  will  be 
Juced  substantially.  The  mill  will  use 
jch  less  fresh  water  from  this  moun- 
in  stream  and  still  provide  jobs  for 
ndreds  of  people,  which  of  course  is 
rod  news  for  the  enviroimient  and  the 
onomy. 

David  A.  Craft 
Champion  International  Corp. 

Canton,  N.  C. 


IE  JAPAN 

.AN  BLINDER  DOESN'T  KNOW 


know  that  Alan  Blinder  is  knowledge- 
able about  economics,  but  the  unmis- 
kable  misperceptions  I  noticed  in  his 
tide  ("How  Japan  puts  the  'human'  in 
,man  capital,"  Economic  Viewpoint, 
IV.  11)  left  me  wondering  if  he  knows 
ything  at  all  about  Japan,  Japanese 
mpanies,  or  Japanese  economics.  I 
ve  spent  only  the  past  eight-plus  years 
.(dying  Japan,  Japanese  companies, 
Iture,  language,  and  society,  and  I  feel 
at  I  can  say  with  some  confidence  that 
iiider  missed  the  mark. 
Blinder  seems  to  have  totally  over- 
iked  the  fact  that  the  hiring  and  sub- 
ntracting  systems  of  both  U.  S.  and 
panese  companies  are  completely  dif- 
rent.  While  Japanese  companies  con- 
lually  spout  that  they  offer  stable  ca- 
ers  for  their  employees,  they  never 
ention  all  the  contracts  with  subcon- 
ictors  that  get  cut  or  that  do  not  get 
newed.  And  those  subcontractors  in 
rn  do  lay  off  employees.  In  the  end, 
ere  are  probably  just  as  many  Japa- 
'se  workers  who  get  laid  off  or  take  a 
:t  in  pay  as  there  are  in  the  U.  S.  dur- 
g  economic  recessions. 
Blinder  also  implies  that  Japanese 
orkers  are  full  of  good  ideas  that  "bub- 
e  up"  to  management.  This  idea  came 
om  the  West,  and  although  it  may 
ive  been  lost  in  Western  companies  for 
couple  of  decades,  I  do  not  know  of  an 
merican  company  today  that  does  not 
ive  just  as  strong,  if  not  stronger,  pro- 
•ams  to  float  good  ideas  up  to  manage- 
ent  as  the  best  Japanese  companies 
ive. 

Finally,  Blinder  implies  that  Japanese 
)mpanies  are  extensively  involved  in 
•ofit-sharing  and  offer  this  to  their  em- 
oyees  as  a  benefit.  Yes,  they  do,  but 
s  not  as  lucrative  as  Blinder  may 
link.  It  would  be  interesting,  however, 
I  track  a  cross-section  of  beginning  em- 
oyees  at  U.  S.  companies  today  with  a 
milar  pool  of  Japanese  employees  and 
ie  who  owns  their  own  homes,  land, 
oartments,  automobiles,  etc.  10  years 
"om  now.  If  I  were  a  betting  man,  I 


SPECmarks 


(New  Sun  SPECs?  Not  this  hot.) 


A  GNMA  Fund 
with  an  unusual  ability 
to  seek  higher  yields  in 
today's  "Ginnie  Mae"  markets.* 

Dreyfus  Investors  GNMA  Fund 
invests  primarily  in  Ginnie  Mae 
securities  backed  100%  by  the  U.S. 
Government  as  to  the  timely  payment 
of  interest  and  principal.  It  also  invests 
in  other  higher-yielding  mortgage-related 
securities.  And  with  this  Fund's  structure, 
it  can  seek  higher  yields  than  those  generally 
available  from  other  GNMA  funds. 


Dreyfus  Special  Offer! 

To  boost  your  high  current  GNMA  yield,  the 
management  fee  and  other  expenses  are  being 
waived  for  a  period  of  time.  Call  for  details. 


•  No  sales  load  •  Free  checkwriting  •  Minimum  $2,500  investment. 

For  more  complete  information,  including  management  fee,  charges  and  expenses, 
obtain  a  Prospectus  by  calling  toll-free.  Please  read  it  carefully  before  you  invest. 

1-800-782-6620 

^ai^  Ask  for  Extension4424 

jyireyfuS  investors  GNMA  Fund,  L.P. 


P.O.  Box  3498,  Camden,  NJ  08101 


Net  asset  value  and  yield  fluctuate.  The  market  value  of  the  Fund's  portfolio  securities  and  the  Fund's 
shares  are  not  insured  or  guaranteed  by  the  U.S.  Government.  'The  Fund's  investment  policies  and 
techniques  offer  the  opportunity  for  greater  rewards  as  well  as  posing  some  additional  risk. 
Dreyfus  Service  Corporation,  Distributor.  '"^ 
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Mutual  Fund  Scoreboard  Diskettes 

NEW  SUBSCRIBER  OFFER-  -  SAVE 

25% 


i 
i 


Compare  the  performance  of  over  1 ,1 00 
equity  and  950  fixed  income  mutual 
funds  at  the  touch  of  a  key! 

Now  you  can  use  the  enormous 
power  of  your  IBM  or  compatible  PC 
to  select,  rate  and  compare  virtually 
every  mutual  fund  on  the  market  - 
the  entire  spectrum  of  over  2,000 
funds  covered  by  Business  Week's 
annual  Ivlutual  Fund  Scoreboard. 

With  simple  menu  commands,  the 
Mutual  Fund  Scoreboard  Diskettes  enable 
you  to  select  and  display  the  data  you  want  in 
a  format  that  you  can  use  to  make  better  buy/sell 
decisions.  For  example,  you  can  instantaneously 
rank  all  no-load  equity  funds  whose  objective  is 
aggressive  growth,  which  outperformed  the  S&P 
500  over  the  past  5  years  and  have  assets  of  less 
than  $500  million. 

Over  25  key  performance  factors  and  data  fields 
on  each  fund. 

The  Business  Week  Mutual  Fund  Scoreboard  Diskettes  offer  you  all 
the  information  you  need  to 


o 


Used  to  stay  up  to  date  by  Financial 
Planners,  Investors,  and  Brokers! 

Order  you  own  subscription  now  to  thS 
Fixed  Income  and  Equity  Diskettes!  i 

Each  individual  diskette  costs 
$69.95,  but  for  a  limited  time, 
you  can  subscribe  to  a  six  mor 
trial  subscription,  to  either  versii 
at  great  savings.  Even  better,  if 
you  purchase  a  subscription  to 
both  the  Equity  and  Fixed  Income. 
Diskettes,  you'll  save  even  more. 

So  order  now  by  calling  ee 
W    1-800-553  357.  or  send  the  coupon. 

Special  Features: 

Simple  IVIenu  connmands 
)  additional  software  required 
•  Supports  multiple  search  and  sort  criteria  on  ove 

information  fields 
Fast  searches  and  lookups.  The  entire  database  and  i 
management  program  reside  in  memory. 

Data  transports  ea; 


make  better  decisions 
including  a  beta  factor  for 
risk  level  and  the  exclusive 
Business  Week  Rating  of 
mutual  fund  performance 
adjusted  for  risk  and  sales 
charges. 

Transports  easily  to 
Lotus  1-2-3  or  other 
software. 

Although  the  Scoreboard 
Diskettes  include  their  own 
powerful  data  management 
program,  all  data  is  easily 
converted  into  Lotus  1-2-3  or 
ASCII  files  so  you  can  take 
advantage  of  your  favorite 
spreadsheet,  word  proces- 
sing and  graphics  software. 


Business  Week  Mutual  Fund  Scoreboard  Diskettes 


Yes,  please  enter  my  6  month  trial  subscription  as  checked  below: 


Equity  Funds  only 

Fixed  Income  Funds  only 

Both  Editions 

6  mos.  @  $112.50 

6  mos  @  $112  50 

6  mos.  @  $149.95 

y/}"  Diskette  j  j  5%"  Disl<ene 

3%"  Diskette  |  |  iVi"  Diskette 

3yj"  Diskette  |  |  5%"  Diskette 

Please  add  $3  00  handling  &  packing  per  month  (or  $18  00  lor  six  months). 
(New  Jersey  Residents,  please  add  7%  Tax  ) 


Name  

Title  

Address . 
City  


Daytime  Phone 
Company   


State_ 


Zip- 


□  Payment  enclosed  (Check  payable  to  BusinessWeek  Mutual  Fund  Scoretxjard  ) 
CD  Bill  my  company  (Letterhead  or  Purchase  Order  required) 

□  Charge  my   D  Mastercard   D  Visa  D  Amex       Diners  Club 

Card  No  


Expiration  Date_ 


Signature 


□  Please  send  more  inlormatlon 

Mail  or  lax  this  coupon  to  BusinessWeek  Mutual  Fund  Scoreboard  Diskette,  Dept  HB1 2 


PO  Box  1597 

185  Bridge  Plaza  Nortri 

Suite  302 

Fort  Lee,  New  Jersey  07024. 
U.S.A.  Tel:  800-553-3575. 
Fax:  (201)  461-9808 


Suite  C,  22nd  Floor, 
Yiko  Industrial  Building 
10  Ka  Yip  Street,  Chiawan, 
HONG  KONG 
Tel:  852  5  8978447 
Fax:  852  5  598246 


25  Castle  Street, 

High  Wycombe, 

Bucks,  HP13  6RU 

ENGLAND 

Tel  44-494-25021 

Fax  44-494-465451 


Lotus  1-2-3  and  otti 
popular  softvi/are 
Requries  an  IBM-P 
compatible  with  25- 
memory  and  DOS 
higher 

Integrated  for  ease  ( 
with  Fund  Master  TC 
Time  Trend  Softwar 
Centerpiece  Portfol! 
Management  Softw 
from  Performance 
Technologies 
Source  data  suppli( 
Morningstar,  Inc. 


uld  put  my  money  and  confidence  in 
lerican  companies  and  in  the  U.  S. 
)nomy.  What  about  you,  Mr.  Blinder? 

Trcv  Roper 
Tokyo 

E  PROS  AND  CONS 
PUBLIC-WORKS  SPENDING 

fcobert  Kuttner's  "Bush  can  no  long- 
iker  shy  away  from  public  invest- 
nt"  (Economic  Viewpoint,  Nov.  18) 
i  your  article  "How  to  lifi'ht  a  fire 
der  the  economy"  (Editorials,  Nov.  18) 
)uld  be  required  reading"  for  all  U.  S. 
)resentatives  and  especially  for  Presi- 
it  Bush.  The  President's  monotonous 
[uests  for  a  cut  in  the  capital-gains 
,e  is  foolish  when  there  will  only  be  a 
Id  one-year  stimulus  on  ta.\  receipts 
i  no  effect  on  savings. 
There  are  billions  spent  each  year  on 
igressional  "pork,"  which  seems  im- 
isible  to  reduce  without  a  Presidential 
s-item  veto  (which  is  also  unlikely), 
t  the  representatives  keep  the  pork  if 
is  directed  to  public  works  in  their 
;tricts.  Repair  of  highways  and 
dges  will  benefit  the  country  more 
in  rebuilding  Lawrence  Welk's  home 
d  renovating  military  bases  scheduled 
•  demolition. 

M.  W.  Brunson 
Asheville,  N.  C. 

rour  Economic  Viewpoint  sounds 
plausible  but  will  not  achieve  the 
ped-for  benefits.  The  private  U.  S. 
.Tipanies  that  are  contracted  to  revital- 
our  infrastructure  will  purchase  their 
rs,  trucks,  construction  equipment, 
d  other  supplies  from  Japan  and  im- 
rt  ine.xpensive  labor  from  Mexico. 
Unless  you  can  assure  that  all  equip- 
mt,  supplies,  and  labor  will  be  Ameri- 
n,  the  proposal  will  increase  U.  S.  ta.x- 
and  exacerbate  our  trade  deficit. 

R.  0.  Evans 
Bakersfield,  Calif. 

Cuttner  blames  the  oversupply  of  of- 
fice buildings  on  "the  genius  of  the 
ivate  market."  He  should  have  real- 
id  that  the  "hundreds  of  billions  of 
liars"  that  financed  the  office  boom 
me  from  banks  protected  by  the  Ped- 
al Deposit  Insurance  Corp.  The  irratio- 
1  lending  of  that  money  was  made  pos- 
)le  by  the  interference  of  the  public 
ctor,  not  the  private  market. 

Gregory  Monte 
Union  City,  N.J. 


Hers  to  the  Editor  should  be  sent  to  Readers 
port.  Business  Week,  1221  Avenue  of  the  Ameri- 
s,  New  York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
ex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
de  an  address  and  daytime  and  evening  tele- 
one  numbers.  We  reserve  the  right  to  edit  letters 
clarity  and  space. 


Money  market  rates 
got  you  down? 

Rates  on  bank  money  market  accounts  are  falling  to  14-year 
lows.*  An  alternative  is  Twentieth  Century  U.S.  Governments. 

The  fund  offers  investment  flexibility  and,  although  it  is  not  in- 
sured, invests  in  securities  of  the  U.S.  government  and  its  agencies. 

F"or  more  complete  information 


U.S.  Governments 


30-day  yield  5.2'''" 

Average  Annual  Total  Return  as  of  9/30/91 

1  year  10.9"/" 

5  years  7.1  ^" 

Since  inception(1 2/1 5/82)  8.6'''" 


about  Twentieth  Century,  includ- 
ing charges  and  expenses,  call 
for  a  free  prospectus.  Please  read 
the  prospectus  carefully  before 
investing. 


1-800-345-2021 


Money  market  accounts  historically  have  maintained  stable  net 
asset  values.  Data  quoted  represents  past  performance.  Yields 
are  not  fixed  and  change  daily.  Principal  value  will  fluctuate, 
and  redemption  value  may  be  more  or  less  than  original  cost. 
*  Source:  Citibase.  1991.  pQ  gox  419200,  Kansas  City,  MO  64141-  6200 
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THE  DEVIL'S  CANDY:  THE  BONFIRE  OF  THE  VANITIES  GOES  TO  HOLLYWOOD 

By  Julie  Salamon 

Houghton  Mifflin  •  434pp  •  $24.95 

PRESENT  AT  THE  BIRTH 
OF  A  TURKEY 


B 


What  could  they  have  been 
thinking?  That  was  how  just 
about  anyone  with  even  a 
glancing  knowledge  of  Tom  Wolfe's  The 
Bonfire  of  the  Vanities  reacted  to  early 
reports  of  the  movie  version.  The  boyish, 
amiable  Tom  Hanks  as  Sherman  McCoy, 
Wolfe's  supremely  arrogant  Master  of 
the  Universe?  Bruce  Willis,  the  smirking 
one-note  action  star,  as  Peter  Fallow,  the 
dissolute  British  journalist?  And  saucy 
comedienne  Melanie  Griffith  as  Maria 
Ruskin,  the  drop-dead-gorgeous  seduc- 
tress for  whom  McCoy  risks  everything? 
What  was  this,  the  Na- 
tional Lampoon's  Ani- 
mal House  version  of 
Wolfe's  acerbic  distilla- 
tion of  the  1980s?  What 
could  they  possibly  have 
been  thinking? 

If  you  want  to  know 
the  answer,  read  Julie  Sa- 
lmon's The  Devil's  Can- 
dy: The  Bonfire  of  the 
Vanities  Goes  to  Holly- 
wood. Salamon,  film  critic 
for  The  Wall  Street  Jour- 
nal, wanted  to  follow  the 
making  of  a  big  Holly- 
wood picture  from  begin- 
ning to  end.  In  1989,  di- 
rector Brian  De  Palma 
agreed  to  let  her  in  on  the 
production  of  Bonfire. 
That  was  lucky  enough:  Bonfire  was 
one  of  the  most  talked-about  and  eager- 
ly awaited  films  of  1990.  But  Salamon 
really  lucked  out:  She  got  a  ringside  seat 
at  a  disaster-in-the-making.  The  $50  mil- 
lion picture  opened  to  almost  universal 
scorn,  took  in  just  $15.4  million  in  45 
days,  then  scuttled  off  to  the  video  store 
with  the  unseemly  haste  of  a  true  grade- 
B  gobbler. 

Because  the  reader  knows  what  the 
filmmakers  don't — that  the  movie  will 
bomb — much  of  what  happens  in  The 
Devil's  Candy  has  the  feel  of  chilling 
portent.  Here's  cinematographer  Vilmos 
Zsigmond  whistling  past  the  graveyard 
as  the  filming  approaches  its  end:  "  'I 
really  think  we  have  the  smell  of  a  great 
movie  here  ....  I  really  think  so.  I  feel  it 
inside.  We  have  all  the  ingredients  there 
for  a  great  movie.'  " 

As  Salamon  tells  it,  Zsigmond  was 
right.  The  moviemakers  did  have  terrific 


ingredients:  Wolfe's  witty  bestseller,  a 
lot  of  money,  and  legions  of  dedicated, 
talented  people.  But  whenever  there  was 
a  choice  to  be  made,  it  seems,  they  made 
the  wrong  one.  The  casting  was  obvious- 
ly boneheaded:  The  studio  wanted  big 
box-office  names  to  hedge  its  big-budget 
bet,  and  it  figured  that  audiences  would 
need  likable  characters  they  could  identi- 
fy with.  The  screenplay  was  shaped  by 
the  same  pressures  of  cowardice  and 
cynicism,  so  the  bite  and  bitterness  of 
Wolfe's  story  were  dumbed  down  and 
sweetened  up. 


'oneheaded  castiiig,  a 
timid  screenplay,  and 
other  blunders:  Hoiv 
Hollywood  made  dreck  out 
of  Tom  Wolfe's  blockbuster 


TK«  Bonfire  of  the  Vanities 


Those  decisions,  in  turn,  trapped  the 
moviemakers  in  still  worse  choices.  Take 
the  casting  of  Willis,  whose  acting  abili- 
ties Salamon  politely  describes  as  limit- 
ed. "He  simply  couldn't  turn  off  that 
insinuating  smirk,"  she  writes.  "Much  of 
the  rewriting  of  the  script  over  the  past 
several  weeks  had  been  done  to  accom- 
modate Willis,  to  make  Fallow  conform 
to  what  the  star  projected.  More  and 
more,  their  dissipated  parasitic  journalist 
was  resembling  a  self-effacing  tough 
guy  with  a  troubled  conscience."  And 
you  thought  actors  were  supposed  to 
mold  themselves  to  the  shape  of  their 
roles. 

Reading  Salamon's  account  of  all  this 
is  like  watching  a  car  wreck  in  slow 
motion,  only  it's  a  lot  more  entertaining. 
There's  plenty  of  good  celebrity  gossip: 
Melanie  Griffith,  for  example,  has  her 
breasts  surgically  enlarged  in  the  middle 
of  the  shooting,  then,  without  warning. 


presses  her  cleavage  against  De  Palm 
face.  Salamon  makes  you  want  to  t 
Griffith,  who  whines,  pouts,  and  sitsi 
every  male  lap  in  sight.  Tom  Hail 
comes  off  as  that  rarest  of  Hollywcl 
birds,  a  modest,  hard-working  prof| 
sional. 

The  complex  portrait  at  the  heart  j 
The  Devil's  Candy,  though,  is  that] 
De  Palma.  The  director  apparently 
Salamon   in   on   his   most  intimt 
thoughts,  personal  and  professional,  i 
he  suffered  the  protracted  agony 
making  his  movie.  He  comes  off  as  b( 
imperious  and  vulnerable,  the  sort 
man  who  has  an  assistant  at  his  side 
hand  him  decaffeinated  cappucinos  a 
Players  cigarettes  at  the  merest  gesti 
yet  is  terribly  wounded  by  criticism 
his  work. 

You  will  come  away  from  the  bo 
with  the  feeling  that  you  know  h( 
movies  are  made — from  what  product 
really  do  to  how  Steadicam  operate 
walk  backward  to  h( 
sound  effects  are  mac 
There's  a  bit  too  much 
this  nitty-gritty,  but  mc 
of  it  is  revealing  and 
structive.  You'll  nev 
again  be  quite  so  unco 
prehending  or  unintere 
ed  when  credits  such 
"second  unit  director" 
"Foley  artist"  roll  by. 

Salamon  is  a  remai 
ably  unintrusive  guide 
all  this.  She  allows  h 
story  to  tell  itself,  witho 
interjecting  much  intt 
pretation.  Rather  th; 
opine  about  the  excess 
of  big-budget  moviema 
ing,  she  shows  a  budg 
in  the  process  of  balloo 
ing  out  of  control.  And  instead  of  off( 
ing  a  disquisition  on  the  relations 
tween  studios  and  directors,  she  sho\ 
Warner  Bros,  executives  and  De  Pain 
alternately  bullying,  manipulating,  ai 
flattering  each  other. 

In  fact,  if  there's  a  flaw  in  this  boo 
it's  that  Salamon  is  too  reluctant  to  off 
her  own  reflections.  Without  much 
the  way  of  context  or  explanation,  it 
hard  to  tell  how  much  of  the  chao 
waste,  and  strife  in  this  book  is  uniqi 
to  Bonfire  and  how  much  is  part  of  tl 
making  of  any  big  movie.  It's  equal 
hard  to  know  just  where  this  movie  wei 
wrong:  Salamon  has  in  the  end  told  i 
how  so  many  talented,  hard-working,  s' 
rious-minded  people  could  make  such 
mess,  but  she  hasn't  told  us  why.  Evtj 
so,  in  its  black  humor  and  its  portrait  (| 
excess,  arrogance,  and  foolishness,  77| 
Devil's  Candy  turns  out  to  be  a  betti' 
mirror  of  the  money-crazed  milieu  ( 
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fe's  The  Bonfire  of  the  Vanities 
the  movie  ever  had  a  chance  of 
g- 

BY  MARK  N.  VAMOS 
or  Editor  Vamos  overseen  BUSINESS 
K's  media  industry  coverage. 
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ITFUL  PRACTICES: 

lURA  SECURITIES  AND 

lAPANESE  INVASION  OF  WALL  STREET 

)hn  E.  Fitzgibbon  Jr. 
Lane  •  222pp  •  $19.95 

RNISHED  SAMURAI 


Iomura  Securities,  the  largest  se- 
curities  firm   in  Japan,  made 
headlines  in  1991  when  its  presi- 
resigned  amid  allegations  of  shady 
tices.  But  the  company's  American 
;idiary,  Nomura  Securities  Interna- 
il  Inc.,  allegedly  skirted  U.  S.  securi- 
regulations  as  far  back  as  the 
I  Is,  while  U.  S.  regulators  looked  the 
T  way. 

m's  the  assertion  of  John  E.  Fitz- 
lon  Jr.  in  Deceitful  Practices:  No- 
rn Securities  and  the  Japanese  hi- 
ion  of  Wall  Street.  Fitzgibbon 
ked  at  Nomura  in  New  York  from 
!  to  1977,  when  he  says  he  was  fired 
refusing  to  engage  in  illegal  activity, 
book  is  a  firsthand  account  of  the 
ngdoing  he  alleges  he  witnessed, 
itzgibbon  charges  that  Nomura  al- 
jd  Japanese  employees  to  sell  stocks 
lout  being  licensed  by  the  National 
ociation  of  Securities  Dealers.  He 

claims  that  Nomura,  to  get  the 
p  on  other  U.  S.  underwriters,  violat- 
he  law  by  plugging  a  stock  offering 
)re  the  prospectus  was  issued.  And 
chronicles  his  fruitless  attempts, 
le  subsequently  employed  at  Sanyo 
urities  America,  which  is  partly 
led  by  Nomura,  to  interest  Congress, 
Securities  &  Exchange  Commission, 

the  media  in  his  allegations, 
ertainly.  Deceitful  Practices  is  no 
•bariajis  at  the  Gate.  Fitzgibbon 
5  his  story  through  a  series  of  some- 
it  disjointed  vignettes.  The  material 
ilso  burdened  by  technical  explana- 
is  of  Wall  Street's  workings,  and 
;h  of  it  is  dated.  Although  Fitzgib- 

provides  decent  documentation  of 
charges  he  raises,  the  flawed  writ- 
tends  to  weaken  his  argument, 
'he  picture  Fitzgibbon  paints  of  No- 
ra differs  refreshingly  from  the  ste- 
type  of  Japanese  companies  as  ruth- 
sly  efficient  machines.  He  portrays 

Japanese  colleagues  as  bumblers 
3  couldn't  make  money  despite  what 
depicts  as  their  shameless  flouting  of 
law.  He  also  offers  a  dark  descrip- 
1  of  the  status  of  Americans  within  a 
lanese  company:  U.  S.  employees,  he 


You  concentrate  on  your  thoughts, 
let  Olympus  take  the  notes. 

When  thoughts  come  faster  than  you  can  remember  them,  pick  up  an  Olympus 
Pearlcorder.  You'll  find  a  recorder  with  clarity  that  leaves  no  margin  for  error. 

The  Olympus  Pearlcorders.  From  the  people  who  invented  the  Microcassette, 
they're  a  very  good  way  to  hear  yourself  think. 

Call  1-800-22 1-3000,  ext.  42  for  a  free  Taping  Tips  brochure.  Or  write 
Olympus  Corporation,  Crossways  Park,  Woodbury,  N  Y  1 1797-2087. 
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A  CREW  WITH  A  VIEW 

They're  The  McLaughlin  Group.  Each  with  a  view 
that's  contentious  and  contagious.  (Clockwise  from  left) 
Jack  Germond,  Eleanor  Clift,  John  McLaughlin, 
Fred  Barnes.  Morton  Kondracke,  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

THE  Mclaughlin  group 

Check  your  local  listing  for  station  and  time. 


We  bring  good  things  to  life. 
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ANOTHER  HIGH  YIELDING  CHOICE  FROM  FIDELITY 


How  to 
Take  Advantage  of 

High  Global  Yields 

Fidelity  Short-Term  World  Income  Fund 


High  Yields  From  Around  The  World 

Fidelitv  Short- 


Term  World  Income 
Fund  offers  investors 
an  opportunity  to 
enjoy  the  signifi- 
cantly higher  yields 
currently  available 
from  many  short- 
term  international 
securities.  That's 
good  news  if  you're 
investing  for  income. 


See  How  Global  Yields  Compare 


Jodiiy.  shdii-tenn  rates  in  many  foreign  countries  are  higher 
than  in  tl>c  I  .S.  This  chart  ann fares  three-month  Eurodcfosit 
CI)  rates  as  ()fll/l9/')l  Rates  are  not  intended  to  reflect  the  yield 
or  inreslmenls  <ifthe  Tund  Source:  Reuters 


Managed  For 
High  Stability 

The  Fund  pursues  a  high  level  of  price  stability  by  investing  primarily  in 
short-term  securities  and  using  hedging  techniques  to  help  reduce  the 
impact  of  changing  currency  rates.  Of  course,  the  Fund's  share  price,  yield 
and  return  will  vary,  and  you  may  have  a  gain  or  loss  when  you  sell  shares. 

Fidelity  Makes  It  Easy  To  Invest 

You  can  even  use  the  proceeds  from  your  maturing  CD  to  open  an 
account. '  Just  ask  for  your  free  CD  Transfer  Kit,  and  we'll  arrange  to  have 
your  proceeds  transferred  for  you.  Minimum  investment:  $2,500.  (Mini- 
mum retirement  investment:  $500) 

Visit  Your  Local  Investor  Center  or  Call  24  hours 

1-800-544-8888 


Fidelity 


Inuesiments 


CODE:  BW/SWI/011392 
For  more  complete  information,  including  management  fees  and  expenses,  call  today  for  a  free 
prospectus.  Read  it  carefully  before  you  invest  or  send  money.  'Unlike  nian\  CDs,  Ihc  Fund  is  nol  PDIC- 
Insiiied.  Fidelity  Dislribulors  Corporation,  H2  Devonshire  Street,  Boston,  MA  1)210') 


Li  SSIab 


says,  were  treated  as  second-class:i 
zens  and  kept  on  a  short  leash  by  'W 
staff.  In  the  end,  the  rare  glimpse 
a  Japanese  company  proves  moi'e  > 
I)elling  than  the  purported  ille.ua;i 
with  which  Fitzgibbon  is  preoccupil 
BY  LEAH  NATHANS  I 


THE  DEATH  LOBBY: 

HOW  THE  WEST  ARMED  IRAQ 

By  Kenneth  R.  Timmerman 
Houghton  Mifflin  •  443pp  •  $21.95 

SADDAM'S  ARMS  SPRI 


One  of  the  side  effects  of  ()|] 
tion  Desert  Storm  has  bee 
lift  the  veil  from  Iracj's  n 
billion  dollar  shopping  spree  for  art ; 
both  conventional,  such  as  taiik.s 
missiles,  and  nonconventional,  siid 
nuclear  weapons  and  nerve  gas. 
ipiest  took  off  in  1974,  when  twi>  c'\ 
tragically  coincided.  oPEC  engineri-i 
cpiadrupling  of  oil  prices,  turning  li\ 
carbon-rich  Iraq  into  a  financial  pn 
house.  And,  in  a  policy  switch,  Ir 
longtime  protector  and  arms  supp 
the  Soviet  Union,  refused  requests  f 
Saddam  Hussein  for  fresh  weapons 
hel^)  fight  a  growing  Kurdish  insurj 
cy.  The  result  was  a  meticuloij 
planned  Ira(ii  program  to  diversify  a; 
suppliers  in  a  bid  to  become  the  ri 
powerful  nation  in  the  Middle  East. 

That  meant  a  bonanza  for  compa 
such  as  France's  Dassault,  Germai 
Messerschmitt-Bolkow-Blohm,  and  I 
dreds  of  others  across  Europe,  the  U 
and  Latin  America.  "The  West,"  wr 
Kenneth  R.  Timmerman  in  this  de 
drenched  study  of  how  the  Western 
mocracies  armed  Iraq,  "was  a  giga 
industrial  supermarket,  and  Sadc 
was  a  cash-and-carry  customer." 

Most  of  the  time.  Western  govi 
ments  encouraged  this  deadly  tr; 
Even  when  it  came  to  the  sale  of  hi^ 
sensitive  dual-use  technologies  t 
would  help  Saddam  get  perilously  c 
to  constructing  a  nuclear  arsenal,  Pe 
Washington,  and  Bonn  seemed  to  1 
the  other  way.  And  all  along,  Iraqi  ( 
cials  were  skillfully  playing  one  govi 
rnent  against  another  in  the  search 
better  deals  and  more  access  to  resti 
ed  technology. 

While  marred  by  a  slightly  breath 
tone.  The  Death  Lobby  is  a  sobei 
study.  As  Timmerman  notes,  the  sys' 
of  export  controls  over  sensitive  t( 
nology  just  did  not  function.  His  v 
researched  book  makes  a  cogent  ai 
ment  for  tightening  up  such  cont 
before  the  next  Saddam  actually  ^ 
his  bomb. 

BY  JOHN  ROSS 
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A  computer 


pnce  war 


in 


ALR  is  winning  ihc 
PC  price  war  cm 
every  front  with 
ground  breal^ing 
prices  on  both  ilie 
BusinessVElSA 
486/33  and 
PowcrPlex  486ASX. 


The  BusincssVEilSA 
486/33  charges  into  battle  with  33-Mllz 
i486DX"^'  processing,  cointjatibility  with 
32-bit  EISA  technology,  and  a  radically 
low  [jrice  of  S  1995.  No  apijlication  is  too 
advanced  for  this  powerful  system.  The 
BusinessVElSA  even  includes  ALt-i's 
modular      ^tf-f^  i&  CPU}'"  technology, 
offering  compatibilit\'  with  future,  faster 
processors. 

The  BusinessVElSA  series  has  a  track 
record  ot  winning  prestigious  awards 
from  industry  experts.  [Receiving  three 
"Editor's  Choice"  awards  (PC  Magazine 
and  Computer  Heseller  Neais)  since  April 
1991  and  internationally  acclaimetl  as 
"Product  of  the  Year"  by  Germany's  c:nit' 
Macjuy.iii.  this  impressive  system  guaran- 
tees vou  a  safe  itivestment. 


20-MHz 

mm 


lIPKRitDEAKLE  TO  ,4IMiDX 

$1,495 


..has  been 
launched  by 
Advanced 
Logic 

Research." 


,\nnoun(  mg  a 
re\  olution  in  PC 
1  )rice/perft)rmance. 
The  ALf-i 
PowerElex 
486ASX  delivers 
i486SX'^'  process- 
ing power  and 
state-of-the-art 
upgrade  tec  hnol- 
(ig\-  lor  fewer  dollars  than  many  less 
powerful  386SX-l3ased'"  systems. 


[£USAl 

trODAYI  TUESDAY 


NOVEMBER  5.  1991 


MVP 


1 -800-444-4ALR 

940I  Icroiiimo 
Irx'lin-.  <;A  927  18 
TEL:  (7  14)  581-t)770 

A<lv.,nted  l^Ric   Resean  h.  Irk  '     PAX:  (7  14)581-9240 

Av.illabie  .It  these  nationwide  I<k dtlons: 


But  the  Powerl-lex  486ASX  is  more  than 
just  a  low-priced  powerhouse.  It's  one  ol 
the  lirst  PC:s  built  to  take  advantage  of 
Inters"  single  (  hip  ("clock  douljler")  CPU 

upgrade  technology. 
In  the  future,  you'll 
be  able  to  plug  a 
(  hip  into  the 
PowerElex  486ASX's 
tiiath  coprocessor 
socket  and  increase  system  processing 
power  up  to  74%  As  a  member  ol  AER's 
award-winning  PowerElex  famil\'.  this 
system  also  incorporates  an  advanced 
modular  CPU  design,  giving  yot_i  the 
ability  to  upgrade  to  25-Mtfz  i486DX'" 
power  today! 


Economic  Viewpoint 


LET'S  START  THE  NEW  YEAR 
BY  CUTTING  THE  DEBT  lOAD 


BY  ALAN  S.  BLINDER 


l\v 

The  Treasury  can 
painlessly  pare 
billions  from  its 
interest  bill  by 
refinancing  the 
government's 
existing  debt  with 
bonds  that  mature 
more  quickly 
at  lower  rates. 
Here's  how  it  works 


AIAN  S.  BLINDER  IS  THE  GORDON  S 
RENTSCHLER  MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON 
AND  THE  AUTHOR  OF  GROWING 
TOGETHER 


There  is  a  painless  way  to  trim  the  feder- 
al-budget deficit  by  $5  billion  to  $10  bil- 
lion, maybe  more.  To  do  so,  the  govern- 
ment need  not  cut  anyone's  favorite  program, 
raise  anybody's  taxes,  or  even  enact  any  new 
legislation.  The  Treasury  Dept.  need  only 
change  its  operating  procedures  in  relatively 
minor  ways. 

What  is  needed  to  achieve  this  fiscal  alche- 
my of  gain  with  no  pain?  Voodoo  economics? 
No.  It  is  simply  a  matter  of  refinancing  the 
public  debt  to  take  advantage  of  the  unusual 
pattern  of  interest  rates  now  prevailing  in 
the  marketplace.  A  simple  analogy  will  help 
explain  how  this  would  work. 

Imagine  that  you  are  the  treasurer  of  a 
major  corporation.  Your  company  has  a  wide 
variety  of  bonds  outstanding,  which  it  is  con- 
stantly i-olling  over.  Standard  corporate  prac- 
tice dictates  that  you  borrow  for  terms  rang- 
ing from  three  months  to  30  years,  even 
though  you  pay  higher  interest  rates  on  your 
longer-term  borrowings.  For  example,  the  30- 
year  bond  rate  typically  exceeds  the  one-year 
loan  rate  by  one  or  two  percentage  points. 
Thus,  when  one-year  debt  costs  6%,  you  ex- 
pect to  pay  about  7.5%  per  annum  to  float  30- 
year  bonds.  Based  on  this  typical  pattern  of 
what  economists  call  "the  term  structiu'e  of  in- 
terest rates,"  your  company  distributes  its 
borrowing  across  the  maturity  spectrum  in 
some  traditional  way. 

But  current  market  conditions  are  anything 
but  typical.  While  you  can  borrow  for  one 
year  at  4.5%,  it  costs  you  7.8%  to  borrow  for 
30  years— roughly  double  the  usual  gap.  The 
question  is:  What  would  you  do?  The  answer, 
I  submit,  is  that  you  would  .shorten  the  matu- 
rity structure  of  your  boiTowings  consider- 
ably. Instead  of  floating  30-year  bonds,  you 
might  choose  to  sell  10-year  bonds.  And  you 
might  replace  some  of  your  5-year  borrow- 
ings with  1-year  liorrowings. 
BIG  POTCNUAL.  Today,  the  U.  S.  Ti-easury  is  in 
precisely  this  position.  It  can  pare  billions  of 
dollars  from  the  taxpayers'  interest  bill  by 
refinancing  the  existing  debt  with  shorter  ma- 
turities. How  much  can  be  saved?  I  offer  an  il- 
lustrative calculation  based  on  data  on  the 
current  maturity  structure  of  the  federal  debt 
and  the  interest  rates  in  effect  when  this  col- 
umn was  written. 

Piivate  investors  cuiTently  hokl  almost  $370 
billion  of  marketable  government  bonds  with 
maturities  between  10  and  .30  years.  The  Ti-ea- 
sury  pays  an  average  interest  rate  of  about 
7.7%  on  this  long-term  debt.  If  it  simply  refi- 
nanced all  those  bonds  at  the  five-year  gov- 
ernment-bond rate  of  6.2%,  the  annual  sav- 
ings would  be  $5.5  billion.  But  why  stop  there? 


Five-year  debt  bearing  a  6.2%  interest  tt 
can  be  exchanged  for  one-year  debt  carryiii 
4.5%  interest  rate,  and  .so  on.  In  fact,  it  / 
$770  billion  in  debt  maturing  lietween  one  - 
five  years  from  now  were  replaced  by  i  t 
year  debt,  annual  interest  costs  would  falf' 
an  additional  $7  billion.  That's  a  total  of 
billion  in  savings  to  the  taxpayer.  Politicii 
have  fought  and  died  for  less. 

This  is  ju.st  one  example.  Other  refinand 
patterns  might  make  better  sense.  The  |m 
of  the  calculations  is  not  to  prescribe  a  s] » ■( ' 
plan  but  to  demonstrate  that  the  poti  ii: 
savings  are  huge. 

Pulling  off  such  a  financial  operation  is 
as  easy  as  it  sounds.  Specialists  will  raise; 
least  three  objections.  For  one  thing,  the 
of  the  suggested  refinancing  is  mas-i 
amounting  to  perhaps  a  trillion  dollars.  1 
may  give  pause;  but  there  is  no  need  to  lU 
all  at  once,  and  sums  that  large  roulin 
coui\se  thi"ough  the  world's  financial  systci 
DEBT  FOR  SALE.  Another  objection  is  thai  h 
of  the  government's  bonds  are  callable,  m  > 
cannot  simply  prepay  old  bonds  and  issut'  u, 
ones.  While  true,  this  is  not  a  telling  objeclii 
Fir-st,  the  Treasury  can  and  should  stop  issu. 
new  long-term  bonds.  Second,  it  can  sell  iii 
short-term  debt  and  use  the  proceeds  to  1 
back  its  long-term  debt  on  the  open  niai  I 
The  Federal  Resei've  System  could  even  ;i> 
this  operation  by  selling  .some  of  the  Tr 
sury  bills  it  now  holds  in  its  portfolio  to  | 
vate  investors  and  buying  higher-yielding  li 
bonds  instead.  Since  any  additional  inter 
earned  by  the  Fed  comes  right  back  t"  ' 
Treasury,  the  taxpayers'  bill  would  thei( 
be  reduced.  i 

Finally,  my  simple  calculations  pretend  t 
market  interest  rates  would  not  react.  Thi: 
probably  wrong.  In  all  likelihood,  such  a 
sive  financial  operation  would  push  down  loj 
term  interest  rates  and  force  up  short-tej 
rates— thereby  reducing  the  savings  reali^j 
by  taxpayers.  i 

However,  to  the  extent  this  happened,  thj 
would  be  an  important  offsetting  benefit.  M 
etary  policy  has  been  trying  to  pull  down  Iq 
rates  for  months  now,  with  meager  succel 
Each  easing  by  the  Fed  seems  to  cut  sh' 
I'ates  while  long  rates  remain  stubbornly  hij 
If  refinancing  the  public  debt  brought  loi| 
term  rates  down,  it  would  achieve  what  \\ 
thus  far  eluded  the  Fed.  i 

So  we  have  one  of  those  rare  win-win  si 
ations.  If  market  interest  rates  do  not  adji, 
the  taxpayer  saves  oodles.  If  they  do,  we  <i 
the  lower  long-term  interest  rates  that  ! 
have  been  seeking.  Not  bad.  What  are  | 
waiting  for? 
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j  when  it  comes  to  mariagirig  personal 
finances,  new  Mcrosoft  Money  can  keep 
virtually  anyone  out  of  the  doghouse 


For  most  people, 
managing  personal  fi- 
nances usually  falls  in 
the  categor  y  of  dog  aw- 
ful. Which  is  precisely 
why  Don  Schulze,  pro- 
prietor of  "Shultzy's" 
sausage  shop,  started  using  new  Microsoft* 
Money  for  Windows."  Because  when  it  comes 
to  keeping  track  of  finances.  Money  makes 
it  fast.  Not  to  mention  easy 

And  since  you  can  view  things  by 
expense  type,  you'll  easily  see  where  your 


Money  for  Windows  is  part  of  the 
Microsoft  Solution  Series. 


money  is  going.  Which  means  that  now  all 
of  your  accounts  become  manageable. 

Furthermore,  Money  is  Windows- 
based,  so  it  works  less  like  a  computer  and 
more  like  you.  Take  our  checkbook  meta- 
phor as  an  example:  it  not  only  works  like  a 
regular  checkbook,  it  looks  like  one,  too. 

For  the  reseller  nearest  you,  call  (800) 
541-1261,  Department  T50.  And  take  the 
bite  out  of  managing  your  finances. 

Microsoft 


©1991  Microsoft  Corporation.  All  rights  reserved  Printed  in  the  USA.  In  the  50  United  States,  call  (800)  541-1261.  Dept  T50-  In  Canada,  call  (800)  563-9048:  outsuie  the  United  States  and  Canada,  call  (206)  936-8661.  Microsoft  is  a  registered  trademark 
ond  Windows  is  a  trademark  of  Microsoft  Corporation.  Companies,  names,  and  data  used  m  screens  and  sample  output  are  fictitious  unless  otherunse  noted  Shultzyi  and  Don  Schulze's  names  used  with  permission 
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WHEREVER  YOU  DO  BUSINESS  AROUND  THE  WORLI», 
WE'RE  PART  OF  THE  LOCAL  FABRIC.  At  the  AIG  Companies,  our  businss 
takes  us  from  the  canyons  of  Wall  Street  to  the  marketplaces  of  East  Asia  to  the  bazaars  of  the  Middle  East.  M 
there's  more  to  being  global  providers  of  insurance  than  just  being  a  long  way  from  home.  AIG  traces  its  rots 

 I 

 ^  ^   ^ 


[  0  Shanghai  in  1919,  and  today  our  network  stretches  across  130  countries  and  jurisdictions.  We  hire  local 
If  nanagers  who  understand  the  business  practices  and  needs  of  their  own  markets.  If  you're  a  multinational 
6  :ompany  doing  business  in  today's  fast-changing  world,  you  need  our  unique  global  reach  and  global  experience. 

l^fM  WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

mmtt^^^^  American  International  Group,  Inc.,  DepL  A,  70  Pine  Street,  New  York,  NY  10270. 
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BY  MICHAEL  J.  MANDEL 

STOCKS  MAY  BE 

HEADED  FOR 

YET  AHOTHER  BOOM 


What  is  prudent  under  one  set  of 
economic  conditions  can  be  a  mis- 
take under  another.  Over  the  past  two 
decades,  a  booming  housing  market, 
high  inflation,  and  thus  attractive  short- 
term  interest  rates  have  encouraged  in- 
dividuals to  put  their  money  into  real  es- 
tate and  short-term  financial  assets  such 
as  certificates  of  deposit  rather  than 
stocks  and  longer-term  bonds.  Indeed, 
corporate  equities,  including  mutual 
funds,  as  a  share  of  discretionary  finan- 
cial assets  held  directly  by  households 
have  shrunk  fi'om  the  roughly  40%  of  20 
years  ago  to  about  18%  today,  a  truly 
startling  change. 

But  now  the  tide  may  be  turning,  ar- 
gues Steven  Einhorn  and  Abby  Cohen, 
investment  strategists  at  Goldman, 
Sachs  &  Co.  They  predict  that  individu- 
al investors,  disappointed  with  CDs  yield- 
ing 4%  and  shell-shocked  from  seeing 
the  value  of  their  homes  fall,  are  going 
to  start  shifting  their  portfolios  back  to 
longer-term  financial  assets  such  as 
stocks  and  bonds.  The  net  impact  could 
be  enormous,  since  a  shift  of  only  half  of 
1%  of  household  assets  represents  $55 
billion.  If  Einhorn  and  Cohen  are  right, 
that's  very  welcome  news  for  the  stock 
market.  Moreover,  it's  also  a  good  sign 
for  an  economy  that  is  perpetually 
starved  for  long-term  funds,  since  an 
increased  demand  for  stocks  and  bonds 
by  individual  investors  could  bring  down 
the  cost  of  capital  for  U.  S.  corporations 
and  make  them  more  competitive  inter- 
nationally. 


THE  WORLD  REALLY  IS 
GETTIHG  SMALLER— 
IH  OUTPUT,  AT  LEAST 


The  world's  output  of  goods  and  ser- 
vices actually  shrank  in  1991,  for  the 
first  time  since  World  War  II,  according 
to  just-released  U.  N.  estimates.  And 
the  recovery  in  1992  will  be  tepid.  Un- 
like most  international  forecasts,  the 
U.  N.'s  includes  developing  and  former 
East  bloc  countries,  as  well  as  industri- 
alized nations,  and  that  drags  the  aver- 
ages down  in  both  years.  In  1991,  the 
Soviet  Union  and  its  satellites  contract- 
ed by  about  14%,  the  U.  N.  says.  And  it 
sees  a  further  10%  drop  in  output  this 
year  for  the  former  Communist  bloc. 
With  many  industrialized  countries  ei- 


ther in  recession  or  flirting  with  it,  the 
rest  of  the  world  isn't  generating  enough 
growth  to  offset  the  Communist  bloc's 
collapse. 

But  the  weakness  in  global  growth  is 
good  news  for  inflation,  says  William  P. 
Sterling,  international  economist  at  Mer- 
rill Lynch  &  Co.  in  New  York.  Econom-' 
ic  turmoil  in  the  former  East  bloc— big 
producers  of  metals  and  other  raw  ma- 
terials—is putting  "terrific  downward 
pressure  on  world  commodity  prices," 
argues  Sterling.  "They're  selling  any- 
thing that's  not  bolted  down."  So  the 
6%  drop  in  commodity  prices  over  the 
past  year  may  partially  be  a  response  to 


A  SLOW  RECOVERY 
AROUND  THE  GLOBE 


REAL  GROWTH  OF 
WORLD  OUTPUT 
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the  global  contraction.  And  in  1992, 
problems  in  the  new  Commonwealth  of 
Independent  States  should  help  keep  a 
tight  lid  on  world  commodity  inflation 
despite  the  recovery  in  the  industrial 
countries. 


THE  HUMBER 
THAT  LIED  ABOUT 
THE  RECOVERY 


Back  in  the  early  summer  most  eco- 
nomic forecasters,  including  Fed 
Chairman  Alan  Greenspan,  believed  that 
the  recovery  was  beginning  to  pick  up 
steam.  With  the  economy  now  clearly 
having  stalled,  perhaps  even  fallen  back 
into  recession,  it  may  be  time  to  ask 
just  why  so  many  people  were  so 
wrong. 

One  culprit  may  be  the  highly  publi- 
cized Purchasing  Managers'  Index,  which 
was  rising  sharply  and  sending  a  strong 
signal  of  recovery.  That  index,  put  out 
by  the  National  Association  of  Purchas- 
ing Management,  is  based  on  a  survey 
of  about  300  purchasing  managers.  Each 
month,  they  are  asked  whether  produc- 
tion, new  orders,  and  employment  at 


their  companies  are  rising  or  falling 
January,  the  index  was  at  38,  wY'zh 
meant  the  economy  was  contracting,  ut 
in  June,  when  the  index  jumped  to  opr 
50— the  dividing  Hne  between  reces: 
and  recovery— it  seemed  to  be  a  cl| 
sign  that  the  recession  was  over 
the  economy  was  poised  to  advance 
deed,  the  index  rose  as  high  as  5 
September,  a  level  it  has  never  top; 
except  dui'ing  recovery  periods. 

But  this  time,  at  least,  the  ini 
turned  out  to  point  the  wrong  way. 
reason,  says  economist  Ethan  Harri; 
the  Federal  Reserve  Bank  of  New  Yck 
is  that  the  index  may  be  overrated  a  i 
reliable  leading  indicator.  It  gave  k 
warning  of  the  recession  of  1973-75,  )r 
example,  and  incorrectly  predicte(  i 
downturn  in  1985.  Moreover,  the  incs 
started  signaling  recession  in  May,  Hit), 
almost  a  year  before  the  current  ce 
began.  Harris  notes  that  the  manag'.^ 
surveyed  are  more  likely  to  be  frji 
larger,  older  manufacturers— the  sortoi 
company  that  is  becoming  less  and 
representative  of  the  overall  econom 


THIS  GEHERATIOH  GAP 
IS  TRILLIOHS  OF 
TAX  DOLLARS  WIDE 


The  federal  budget  deficit  could  go  s 
high  as  $375  billion  this  fiscal  ye-. 
That  number,  representing  spendie 
from  defense  to  Social  Security  i>t 
being  paid  for  today  by  taxes,  is  almirt 
too  big  to  be  comprehensible.  But  iw 
there's  another  way  of  measuring  ie 
size  of  the  bill  waiting  for  future  gen*- 
ations  to  pay.  Economists  Alan  Au'- 
bach  of  the  University  of  Pennsylvant, 
Jagadeesh  Gokhale  of  the  Federal  li- 
serve  Bank  of  Cleveland,  and  Laurere 
Kotlikoff  of  Boston  University  calculatd 
the  tax  payments  that  someone  alite 
today  can  expect  to  make  over  his  r 
her  lifetime.  They  then  subtracted  tt 
expected  benefits  from  Social  Securi', 
medicare,  and  other  transfer  prograns. 
For  most  earners  today,  the  economi.'S 
found,  taxes  exceed  benefits.  An  averae 
30-year-old  male,  for  example,  wod 
pay  almost  $200,000  more  in  taxes  thn 
he  would  receive  in  benefits,  measurd 
in  1989  dollars.  Then  the  same  calcu,- 
tion  is  made  for  future  generations,  ;.- 
suming  no  change  in  government  speti- 
ing  and  tax  policies.  The  result:  G(.- 
erations  yet  unborn  will  pay  20%  mc& 
in  net  taxes  than  people  living  today. 

What's  more,  the  problem  is  getti? 
worse.  Unless  the  government  raiss 
taxes  or  cuts  spending,  say  the  thrs 
economists,  this  intergenerational  go 
is  going  to  widen  over  time. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  FED'S  CHRISTMAS  PRESENT 

iriLL  LOOK  BETTER  AS  THE  NEW  YEAR  AGES 


r 


LONG  RATES  COME 
TUMBLING  DOWN 


he  Federal  Reserve's  dramatic  policy  action  on 
Dec.  20  contained  a  tacit  message:  We  goofed.  The 
Fed  stopped  cutting  interest  rates  between  May 
d  July,  1991,  on  the  gamble  that  a  true  recovery  was 
place.  It  lost  the  bet.  Now,  the  economy  is  hobbling 
0  1992  with  hope  that  the  central  bank's  game  of 
xh-up  will  finally  bring  a  lasting  upturn. 
That  hope  seems  justified,  but  Fed  actions  take  time  to 
»rk  their  magic.  Until  then,  the  latest  data  point  to  a 
igh  winter  for  the  economy.  Consumers  will  struggle 
th  a  weak  job  market  and  sluggish  income  growth, 
'tailers  will  wrestle  with  heavy  inventories  of  un- 
ught  holiday  items.  And  manufacturers  will  face  more 
tbacks  in  output,  as  orders  remain  sparse. 

The  intended  impact  of  the 
central  bank's  superaggressive 
cut  in  the  discount  rate — from 
41/2%  to  31/27^— along  with  its 
unexpectedly  large  drop  in  the 
federal  funds  rate — from  41/2% 
to  4% — seems  to  be  as  much 
psychological  as  tactical.  Before 
the  moves,  surveys  showed  no 
letup  in  the  gloom  pervading 
both  consumers  and  businesses. 
The  Fed's  strongly  accommoda- 
te action  seemed  to  say:  Cheer  up,  we  want  to  help. 
Wall  Street  certainly  got  the  message.  The  stock  in- 
xes  soared  to  record  levels  in  late  December  on  the 
lief  that  the  Fed's  shock  treatment  would  bring  the 
onomy  back  to  life  (page  29).  Stock  prices  are  a  leading 
dicator,  and  a  continuation  of  the  rally  would  be  a  good 
of  recovery. 

The  bond  market,  laying  aside  its  worries  about  infla- 
)n  and  irresponsible  fiscal  policy  actions,  also  rallied, 
lat  pushed  down  long-term  interest  rates.  The  yield  on 
i-year  Treasury  bonds,  for  example,  now  stands  at 
)out  7.5%'  (chart),  the  lowest  since  March,  1987.  Lower 
ng  rates  lay  the  groundwork  for  stronger  demand  for 
)using  and  other  durable  goods  once  consumers  get 
eir  finances  in  better  shape. 


YIELD  ON  30-YEAR 
TREASURY  BONDS 
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MONETARY 
MOVES  ARE 
STARTING 
TO  WORK 


It  will  take  time  for  consumers  to  feel 
liquid  again  because  debt  loads  are  so 
heavy.  But  falling  rates  assure  that  the 
process  will  continue.  Although  most 
inks  have  cut  their  prime  rate  from  7  ¥2%  to  6  ¥2  7 — the 
west  since  1977 — the  big  benefit  of  lower  borrowing 
)Sts  in  a  debt-laden  economy  is  the  opportunity  to  refi- 
ince  debt  at  lower  rates  (page  30).  Refinancing  frees 


cash  flow  for  businesses  and  income  for  consumers. 

Recent  pickups  in  the  growth  rates  of  bank  reserves 
and  the  money  supply  suggest  that  the  Fed's  efforts  to 
reliquefy  the  economy  are  starting  to  work.  Total  bank 
reserves,  the  raw  material  of  money,  grew  at  an  annual 
rate  of  more  than  207'  during  the  final  four  months  of 
1991,  after  no  growth  in  the  first  eight  months. 

And  the  pace  of  the  M2  mon- 
ey supply  accelerated  in  the  fi- 
nal three  months  of  the  year, 
including  a  much  stronger-than- 
expected  increase  of  $9.2  billion 
in  the  week  ended  Dec.  16.  Al- 
though M2  growth  remains  at 
the  low  end  of  the  Fed's  2.57-to- 
6.57  target  range,  the  recent 
pickup  in  both  reserves  and  the 
money  supply  suggests  that  the 
economy  is  becoming  better  po- 
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sitioned  financially  for  a  real  recovery  in  1992. 

The  boldness  of  the  central  bank's  latest  action  pre- 
cludes further  easing  for  a  while,  but  the  Fed  left  room 
for  another  cut  in  the  federal  funds  rate  of  up  to  a  half- 
point  if  necessary  this  winter.  The  funds  rate  minus 
inflation  remains  positive.  In  past  recessions,  the  Fed 
pushed  the  real  federal  funds  rate  below  zero. 

The  Fed  may  well  have  to  ease  further,  particularly  if 
business  in  the  first  quarter  is  as  weak  as  most  compa- 
nies expect.  The  latest  Dun  &  Bradstreet  survey  of  3,000 
executives  nationwide  shows  expectations  of  sales  and 
profits  almost  as  low  as  they  were  during  the  gulf  war. 
For  peacetime,  they  are  the  lowest  in  nine  years. 

Manufacturers  have  little  to  cheer  about.  Makers  of 
durable  goods  saw  their  orders  rise  a  slim  1.27  in  No- 
vember, but  bookings  remained  4.67-  below  July.  Ship- 
ments are  going  out  faster  than  orders  are  coming  in. 

The  backlog  of  unfilled  orders  fell  for  the  third  consec- 
utive month  in  November.  They  dropped  0.57  to  a  two- 
year  low  (chart).  That  means  demand  already  in  the 
pipeline  is  dwindling.  And  with  the  outlook  for  consumer 
spending  so  poor  this  winter,  output  isn't  likely  to  get 
much  of  a  lift  from  new  orders. 

CONSUMERS  Consumers  will  have  to  wait — at  least  un- 
STILLFRET  til  spring — for  the  Fed's  latest  rate  cuts 
OVER  JOBS  to  help  the  economy.  For  now,  tight 
AND  MONEY   household  budgets  and  job  worries  are 

keeping  consumers  out  of  the  shopping  malls. 

Clearly,  a  flurry  of  pink  slips  is  a  big  reason  why 

holiday  shopping  was  so  dismal  this  year.  In  early  De- 
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cember,  when  consumers  should  have  been  out  buying 
Christmas  presents,  a  significant  chunk  were,  instead, 
filing  for  unemployment  benefits. 

New  claims  for  jobless  benefits  jumped  to  an  annual 
rate  of  493,000  in  the  week  ended  Dec.  7,  then  fell  only  a 
bit,  to  473,000,  in  the  following  week.  The  four-week 
moving  average  of  claims  is  up  to  a  464,000  pace  in  mid- 
December — the  highest  since  early  May  (chart). 

The  next  few  weeks'  data  on 
unemployment  claims  will  be 
skewed  by  state  government  of- 
fice closings  for  the  Christmas 
and  New  Year's  holidays.  But 
the  recent  high  level  of  filings 
suggests  that  the  nation's  un- 
employment rate  may  have 
jumped  above  17'  in  December. 

Rising  unemployment  means 
any  gains  in  incomes  will  be 
slight  in  coming  months.  In  No- 
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vember,  personal  income  fell  by  0.17'.  Wages  and  sala- 
ries were  flat  because  of  a  sharp  1.17'  decline  in  factory 
income.  That  drop  was  a  reversal  of  the  0.87  gain  in 
October,  when  some  auto  workers  received  bonuses. 

Interest  income  fell  0.17  further  in  November,  the 
fourth  consecutive  decline.  That's  one  drawback  in  the 
Fed's  easing  move:  Savers  are  earning  less  on  their 
investments.  But  economywide  extra  cash  from  loan  and 
mortgage  refinancing  should  offset  that  loss. 

SPENDING  Consumer  spending,  adjusted  for  infla- 
OUTPACES  tion,  increased  0.47  in  November.  Howev- 
INCOME  yj.^  households  don't  have  the  cash  to  sus- 
GROWTH  (-^jjj  outlays  at  that  pace  in  coming 
months.  After  adjusting  for  inflation  and  taxes,  real 
disposable  income  dropped  a  sharp  0.57  in  November. 

Part  of  the  spending  increase  reflected  a  7.27  jump  in 
demand  for  electricity  and  natural  gas  because  of  the 


I 

le 


CONSUMERS 
REMAIN  GLOOKr 


bad  weather  in  November,  and  increased  energy  us 
a  0.77  gain  in  real  spending  on  services. 

Real  spending  for  goods,  which  is  more  vulnerat 
income  shifts,  fell  0.1%'  in  November.  That  wast 
fourth  consecutive  drop  in  goods  buying,  suggest::g 
weak  first  quarter  for  makers  of  consumer  goods. 

Stagnant  income  growth  leaves  little  extra  caslj 
savings  or  for  boosting  consumer  spending.  House|lc 
saved  only  4.77  of  their  disposable  income  in  Nover&f 
down  from  5.57  in  October,  and  5.27  a  year  earlit. 

For  October  and  November, 
both  real  disposable  income  and 
consumer  buying  were  no  high- 
er than  they  were  in  the  third 
quarter.  Flat  outlays  could  be  a 
big  drag  on  the  yearend  gross 
domestic  product.  And  until  job 
and  income  growth  picks  up, 
consumers  won't  be  able  to  lift 
their  spending. 

The  unsettled  outlook  for 
earnings  and  jobs  is  keeping 
consumers'  mood  downbeat.  The  University  of  IVfeh 
gan's  index  of  consumer  sentiment  fell  slightly  inDi 
cember,  to  68.2  from  69.1  in  November  (chart).  The  ide 
is  back  to  its  level  of  early  1991,  when  consumers  er] 
losing  sleep  over  both  the  recession  and  the  gulf  va 

In  addition,  the  Conference  Board's  index  of  consint 
confidence  edged  lower  in  December.  It  dipped  toi2.l 
from  52.7  in  November.  Although  the  index  came  oi; 
its  October  and  November  free-fall,  the  Board  noted 
an  appreciable  improvement  in  consumer  spirits  will  je  I 
prerequisite  for  an  economic  recovery. 

The  Fed's  latest  move  was  an  acknowledgment  hai 
consumers'  worries  are  not  misplaced.  The  ratecul 
raises  the  odds  for  a  sustainable  recovery  by  spring.Bi 
in  the  winter,  the  economy  will  still  be  paying  the  j"i. 
for  the  central  bank's  midyear  misjudgment. 


A  INDEX:  FIRST  QUARTER  1966=1011 
DATA  UMIVERSIIV  OF  MICHIGAN,  m/MH  I 


INSTALLMENT  CREDIT 


Wednesday,  Jan.  8 

Consumer  debt  probably  held  steady  in 
November,  after  expanding  $0.8  billion 
in  October,  say  economists  surveyed  by 
MMS  International,  a  unit  of  McGraw-Hill 
Inc.  However,  installment  debt  may 
have  risen  slightly  in  November  because 
consumer  spending  rose  while  personal 
income  declined  for  the  month.  That  split 
suggests  that  households  used  their 
credit  cards  to  make  some  purchases. 
Growth  in  installment  credit  had  been 
slowing  in  1991.  However,  some  consum- 
ers who  are  not  using  revolving  credit 
are  probabh/  turning  to  home-equity 
loans  as  a  source  of  cash.  Unlike  credit- 
card  debt  and  auto  financing,  interest 


paid  on  home-equity  loans  is  still  tax- 
deductible  for  most  consumers. 

PRODUCER  PRICE  INDEX  

Thursday,  Jan.  9,  S:SO  a.m. 
Producer  prices  of  finished  goods  likely 
rose  just  0.17  in  December,  after  a  mild 
0.27'  advance  in  November.  The  relapse 
of  the  industrial  sector  suggests  that 
producers  cannot  make  price  increases 
stick.  Excluding  food  and  energy,  prices 
probably  also  rose  0.2%  last  month,  com- 
pared with  0.37  in  November.  Inflation 
at  the  producer  level  is  virtually  nonexis- 
tent. For  all  of  1991,  prices  likely  grew 
just  0.37' — the  slowest  pace  since  1986. 
Excluding  food  and  energy,  the  annual 
rise  should  be  about  3.27 — the  smallest 
gain  since  1987. 


EMPLOYMENT 


Friday,  Jan.  10,  8:30  a.m. 
Nonfarm  businesses  likely  cut  ami 
40,000  workers  in  December  after  sfel 
ing  payrolls  by  a  startling  241,000  irl 
vember,  according  to  MMS  econoni 
Most  of  the  loss  will  be  in  factory 
which  are  expected  to  fall  by  23,0001 
tail  payrolls,  which  declined  by  a  s| 
111,000  in  November,  were  probablf 
tie  changed  in  December.  The  dein 
could  be  worse:  In  construction,  ^ 
workers  laid  off  during  snowstorn  i: 
November  were  called  back  to  workas 
month.  The  rising  level  of  new  elm 
for  state  jobless  benefits  suggests  ha 
the  unemployment  rate  edged  up  t(T/ 
in  December  from  6.87"  in  Novemb(| 
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ThisIsOneOfTheMost 
Sophisticated  Elements 
OfYourlBM'Printer. 


There's  a  common  misconception  that  all  printer  toners  are  the  same. 
They're  not. 

Far  from  being  just  another  powdered  ink,  IBM  toner  is  electrostati- 
cally and  chemically  developed  to  best  serve  a  particular  IBM  pnnter  In 
fact,  they  are  designed  at  the  same  time. 

This  hamionious  balance  between  supply  and  machine  is  what  gives 
your  IBM  printer  its  well-known  advantages:  efficient  operation,  high  yield, 
and  superior  copy  quality 

These  are  the  reasons  you  bought  your  IBM  printer  in  the  first  place. 
But,  to  get  the  most  out  of  it,  put  the  best  into  it. 

We're  Lexmark,  manufacturer  and  distributor  of  original  IBM  printer 
toners.  For  more  information,  to  order  products  or  to  find  the  dealer  nearest 
you, call  I-800-1BM-2468. (In Canada, call  1-800-663-7662.) 


Lexm^vrk 

Manufacturer  and  Distributor 
of  Original  IBM  Toners. 


IBM  is  a  registered  trademark  of  IBM  Corp,  in  the  United  Stales  and/or  other  countries  and  is  used  under  license.  IBM  supplies  arc  manufactured  and  distributed  by  Lexmark  International, 
Inc  under  license  from  International  Business  Machines  Corporation  Lexmark  is  a  trademark  of  Lexmark  International,  Inc  ©  1991  Lexmark  International,  Inc 
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SEIZING 

THE  DARK  DAY 

RECESSION  CAN  BRING  UNEXPECTED  OPPORTUNITIES 


Alex  and  Martin  Grass  aren't 
cowed  by  cascading  corporate 
layoffs  and  other  signs  of  deep- 
ening economic  gloom.  To  them,  the  dis- 
tress means  one  thing:  It's  a  great  time 
to  buy.  The  Grasses,  a  father-and-son 
team  that  runs  Rite  Aid  Corp.,  are  offer- 
ing to  acquire  the  bankrupt  1,140-store 
Revco  D.  S.  Inc.  chain  for  $691  million  in 
cash  and  stock.  If  they  prevail  on  Jan.  8 
over  two  competing  bids,  they'll  mightily 
expand  their  2,400-drugstore,  22-state 
empire.  They  can  afford  a  big  deal  now 
because  years  of  sharp  merchandising 
and  penny-pinching  are  paying  off  with 
rising  sales,  fatter  margins,  and  higher 
earnings.  Crows  Chairman  Alex  Grass: 
"It's  a  good  time  for  us." 

Rite  Aid  may  seem  like  an  exception. 
But  across  Corporate  America,  many 
businesses  are  capitalizing  on  the  reces- 
sion, exploiting  the  op|)ortunities  that 
are  the  flip  side  of  hard  times.  Instead 
of  hunkering  down,  they're  moving  into 
new  niches  or  building  market  share  at 
the  expense  of  timid  competitors.  "Do- 
ing nothing  has  the  greatest  risk,"  says 
Wendell  E.  Dunn,  associate  director  of 
the  Sol  C.  Snider  Entrepreneurial  Center 
at  the  Wharton  School.  "Firms  that  view 
bad  times  as  bad  times  are  inclined  to- 
ward inaction,  and  inaction  in  tough 
times  is  very  expensive." 
lOST  HORIZON.  Hard  times  seem  to 
heighten  the  risks  of  expanding — or  of 
standing  pat.  Failing  to  snap  up  the  as- 
sets of  a  struggling  com.petitor  can 
mean  an  opportunity  lost  forever.  But 
loading  up  on  debt — even  now,  with 
short-term  credit  cheaper  than  it  has 
been  in  decades — can  be  risky,  too.  Oth- 
er moves,  such  as  turning  out  soup  in 
budget-size  cans,  may  be  only  slightly 
less  risky,  since  demand  for  a  cheaper 
but  clunkier  product  could  fade  once  the 
economy  grows  sprightly  again.  The 
key,  experts  say,  is  to  take  steps  that 
promise  to  pay  off  both  now  and  also 
when  times  improve  (table). 

Nobody  knows  that  better  than  An- 
thony P.  Terracciano,  chief  of  New  Jer- 


sey's biggest  bank.  First  P'idelity  Ban- 
corp. When  Terracciano  was  hired  in 
early  1990  to  rescue  the  then  trouble! 
$29  billion  bank,  skeptics  doubted  his 
vow  to  expand.  But  he  quickly  trimmed 
overhead  and  wrote  off  bad  loans.  Now, 
he's  taking  his  profitable  operation  on 
the  acquisition  trail.  Since  the  fall  of 
1990,  he  has  snapped  up  four  distressed 
thrifts  and  a  bank,  snaring  more  than  $5 
billion  in  deposits.  The  purchase  of  most 
of  City  Federal  Savings  Bank  in  New 
Jersey  alone  brought  him  more  than 
200,000  new  customers.  "This  is  a  tough 
period  for  the  whole  economy,"  he  says, 
"but  when  you  have  this  type  of  stress, 
there  are  always  some  opportunities." 

The  fast-footed  banker  is  no  gambler. 
He  has  turned  down  nine  deals  for  every 
one  he  has  grabbed,  opting  for  govern- 
ment-assisted deals  that  cost  little.  Also, 
he's  shopping  mainly  for  institutions 
based  in  his  core  New  Jersey-Pennsylva- 
nia-Delaware market  that  mostly  serve 
consumers  and  midsize  businesses.  And 
he  has  been  closing  nearly  as  many 
branches  as  he  has  acquired. 


HOW  TO  MAKE 
HARD  TIMES  PAY 

^  Push  products  or  services 
that  save  buyers  money 

^  Repackage  goods  to  lower 
unit  costs 


Focus  on  the  parts  of  yor 
business  that  add  value  Di 
customers  at  the  lowest  |ri 


$ 


Keep  current  on  fast-chc|c 
consumer  demands  i 


^  Press  suppliers  for  betterte 
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SPICEMAKING  AT  McCORMICK:  MORE  HOME 
COOKING  IS  A  BOON  FOR  STAPLE  SPICES 

Plenty  of  businesses  are  ^^aininJ^,  too, 
by  serving  up  products  that  harmonize 
with  the  tenor  of  the  times.  Take  Camp- 
bell Soup  Co.  Early  in  the  recession,  ex- 
ecutives there  spotted  a  consumer  shift 
away  from  such  higher-priced  foods  as 
ready-to-serve  soups  and  toward  cheaper 
cook-at-home  products.  So  they  took 
cream  of  broccoli  soup  out  of  a  higher- 
end  Gold  Label  can,  cut  the  price,  and 
packed  it  in  the  familiar  red-and-white 
can.  Then,  they  deftly  marketed  it  with 
recipes  as  a  base  for  homemade  meals. 
Result:  In  little  more  than  a  year,  it  has 
sold  more  than  55  million  cans,  becoming 
the  first  new  soup  to  crack  the  top  10  of 
Campbell's  best-sellers  since  1935.  The 
company  also  has  scored  big  by  packing 
favorite  soups  in  new,  family-size,  26- 
ounce  cans  and  cutting  the  unit  price. 
"People  are  eating  out  less,"  says  Camp- 
bell North  America  President  Herbert 
Baum.  "If  we  can  provide  good  food  at  a 
good  price,  then  we'll  do  well." 

After  engineering  his  own  corporate 
makeover  in  1990,  Campbell  Chief  Exec- 
utive David  W.  Johnson  can  afford  to 
expand.  His  strategy:  to  aid  consumers 
on  tight  budgets.  In  October,  Campbell 
bought  Sanwa  Foods  Inc.,  tripling  Camp- 
bell's ramen  noodle  sales  to  $60  million  a 
year.  Overnight,  Campbell  became  the 
second-largest  force  in  the  $300  million- 
a-year  U.  S.  market  for  low-price  Orien- 
tal noodles.  Johnson's  plan  is  to  overtake 
No.  1  Nissin  Foods  Inc.,  a  $90  million 
company,  with  product  innovations.  One 
example:  low-fat  noodles. 

Nor  is  Campbell  the  only  food  market- 
er taking  advantage  of  hard  times.  Spice 
giant  McCormick  &  Co.  found  a  ready 


$ 


Refinance  to  take 
advantage  of  lower 
interest  rates 


^)  Scout  out  good  terms 
in  real  estate 


^  Take  on  low-priced  debt 
for  good  buys,  as  long  as 
you  can  pay  the  bills 

^  Plan  afiead  for  recovery. 
It'll  come  eventually 

DAW:  SNIDER  EHIREPRENEURIAL  CENTER,  BW 


market  in  the  fall  for  its  new  Bag  'n 
Season  product  for  turkey,  which  ap- 
peals to  people  steering  clear  of  pricey 
beef.  The  product  plays  into  the  home- 
cooking  trend  that  helped  McCormick 
boost  sales  87'  and  raise  earnings  a  stag- 
gering 367,  to  $50.9  million,  in  the  nine 
months  ended  in  August.  The  company 
on  Dec.  16  hiked  its  dividend  207.  What 
McCormick  is  losing  in  sales  to  food- 
service  companies,  it's  making  up  in  con- 
sumer sales  of  such  mainstays  as  pep- 
per, cinnamon,  and  vanilla  extract. 

One  problem  nowadays  is  that  few 
competitors  can  afford  to  sit  still.  For 
example,  Borden  Inc.  and  Hershey 
Foods  Corp.  both  must  spend  liberally  to 
keep  their  No.  1  and  No.  2  spots,  respec- 
tively, in  the  still-expanding  pasta  busi- 
ness. With  about  $300  million  in  pasta 
sales  in  1991,  Hershey  claims  nearly  257 
of  the  action  for  branded  pasta  sold  in 
U.  S.  supermarkets.  That's  about  77  less 
than  fast-growing  Borden.  Even  as  Bor- 
den last  fall  was  finishing  a  $50  million 
noodle  plant  in  St.  Louis,  Hershey  tried 
a  bit  of  one-upmanship  by  announcing 
plans  for  a  $60  million  plant  in  Virginia. 
For  both,  growth  likely  will  have  to  be 
internal,  since  Justice  Dept.  trustbusters 
last  year  quashed  Hershey's  bid  for  a 
Missouri  pasta  company.  Still,  now  is  a 
good  time  to  be  in  the  business.  Even  in 
bad  times,  "people  continue  to  eat,"  says 
Hershey  President  Kenneth  L.  Wolfe. 
BARGAIN  BONANZA.  Some  investment 
firms  are  taking  advantage  of  distress- 
sale  prices.  Since  1990,  when  the  reces- 
sion began,  the  Dallas-based  investment 
firm  of  Hicks,  Muse  &  Co.  has  landed 
seven  deals  worth  $1.9  billion  for  what  it 
considers  rock-bottom  prices.  Typical  are 
the  purchases  for  $106  million  of  Neo- 
data  Services,  the  world's  largest  maga- 
zine-subscription company,  and  TMI 
Corp.,  a  direct-mail  and  telemarketing 
outfit.  Later,  in  a  $25  million  deal.  Hicks 
added  the  subscription  services  of  Mer- 
edith Corp.,  publisher  of  Ladies'  Home 
Journal.  Put  all  that  together,  and 
Chief  Executive  Thomas  0.  Hicks  is  aim- 
ing for  an  annual  return  of  at  least  407 
on  the  $250  million  contributed  to  his 
investment  fund  by  the  likes  of  the  pen- 
sion funds  of  GE  Capital  Corp.  and 
American  Airlines  Inc.  A  tall  order,  but. 
Hicks  observes:  "The  recession  is  defi- 
nitely helping." 

Another  bargain-hunter  is  Giddings  & 
Lewis  Inc.,  a  $240  million  machine-tool 
maker  in  Wisconsin.  In  October,  it 
bought  Cross  &  Trecker  Corp.,  a  rival 
nearly  twice  its  size  in  sales.  Since  G&L  is 
paying  for  the  $128  million  deal  mostly 
with  stock,  it  is  left  with  only  about  $54 
million  in  net  debt.  And  G&L  now  be- 
comes a  global  force  in  machine  tools, 
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fanking  behind  a  trio  of  Japanese  com- 
panies. It  plans  to  capitalize  on  Cross  & 
Trecker's  big  holdings  in  Europe  to 
serve  the  auto  industry  and  other  metal- 
working  businesses  there.  It's  already 
winning  new  orders. 

Yet  none  of  these  gains  comes  without 
pain — or  risks.  Domestically,  c&h's  move 
hurts,  since  Cross  &  Trecker  has  been  in 
the  red  for  years.  One  of  c&L  Chairman 


William  J.  Fife  Jr.'s  first  acts  was  to 
close  C&t's  Michigan  headquarters  and  a 
Cleveland  plant,  helping  to  save  at  least 
$25  million  in  annual  payroll  costs.  And 
KT-Swasey,  a  troubled  former  unit  of 
C&T  in  Milwaukee,  still  looms  as  a  big 
turnaround  challenge.  Fife,  who  once 
ran  much  of  what  is  now  KT-Swasey, 
isn't  daunted.  "Not  only  is  the  invest- 
ment community  behind  us,"  he  boasts. 


"but  our  customers  are  behind  us 
All  across  the  economy,  plenty  of  su^ 
opportunities  are  beckoning.  That  sure 
can  be  depressing  news  for  many.  Y 
some  players  are  grabbing  silver  linin, 
that  will  still  be  valuable  long  after  tl 
clouds  of  recession  have  cleared. 

Bi/  Joseph  Weber  in  Philadelphia,  wi 
Wendy  Zellner  in  Dallas,  Zachary  Schill 
in  Cleveland,  and  bureau  reports 


! 


WHERE  GLOOM  AND  DOOM  EQUAL  BOOM 


enis  duNann  will  be  sorry  to 
I  see  the  recession  end.  Although 
his  company,  Seattle-based 
Electronic  Transaction  Corp..  is  small, 
some  of  the  nation's  top  retail  execu- 
tives have  made  room  for  him  on  their 
schedules.  Why?  They're  worried 
about  check  fraud,  and  etc  has  a  low- 
cost  solution:  a  check-verification  data 
base.  "They  prevent  rather  than  cure  a 
problem  for  us,"  says  Mike  Meiberg,  a 
business-systems  buyer  at  J.  C.  Penney 
Co.  "We  know  whether  a  check  is  good 
or  bad  before  we  take  it."  ETC  signed 
on  115  new  clients  in  1991,  including 
Wal-Mart  and  Kmart, 
and  verified  $35.3  bil- 
lion in  checks,  up  607' 
from  1990.  "The  reces- 
sion is  speeding  up  our 
growth,"  says  duNann, 
KTc's  president. 

His  company  is  not 
the  only  one  to  benefit 
from  America's  misfor- 
tune. Hard  times  al- 
ways have  brought  new 
clients  to  the  likes  of 
bankruptcy  lawyers, 
debt  collectors,  out- 
placement counselors, 
and  liquidators.  "Busi- 
ness is  so  good  it 
makes  me  sick,"  says 
Lou  Liuzzi,  owner  of 
Commercial  Check  Con- 
trol, a  large,  Los  Ange 


personality,  for  companies  hiring  sales- 
people. His  revenues  last  year  jumped 
607(,  and  his  client  list  more  than  dou- 
bled. "When  recession  strikes  and  prof- 
its get  lower,  companies  start  to  get 
very,  very  particular  about  whom  they 
hire,"  says  Lousig-Nont. 

Consultants,  too,  do  well  if  they  fo- 
cus on  cost-cutting  or  restructuring.  In 
Boston,  Recovery  Group  found  a  big 
market  in  aiding  New  England  banks. 
It  also  helps  salvage  small  businesses 
hurt  by  the  credit  crunch.  Saxonville 
Industries  Inc.  President  Douglas  P. 
Webb  Jr.  says  Recovery  Group  saved 


SERVICES  SUCH  AS  CHECK-VERiFICATION  COMPANIES  ARE  DOING  SPLENDIDLY 


les-based  collection  agency.  But  this 
time,  a  few  enterprising  companies 
have  found  new  niches. 
TRUTH  GAME.  Ever  heard  of  "sales  test- 
ing"? Not  many  companies  are  hiring 
sales  representatives  these  days,  but 
when  they  do,  they  can't  afford  to 
make  a  mistake.  Hiring  one  wrong  per- 
son for  a  technical  job  can  cost  $7,000 
for  the  first  three  months  in  wasted 
salary  and  training,  according  to  Greg- 
ory Lousig-Nont.  His  Las  Vegas-based 
company  markets  honesty  tests  and 
drug  tests.  In  June,  1990,  he  introduced 
a  new  test,  screening  skills  rather  than 


his  Vermont-based  lumber  wholesaler. 
"They  kept  the  bank  from  sweeping  us 
away,"  he  says.  Stephen  S.  Gray,  a 
principal  at  Recovery  Group,  claims 
revenues  are  up  70%'.  "In  the  first  half 
of  1991,  we  were  turning  down  six  to 
eight  cases  a  week,"  he  says. 

The  waves  of  white-collar  layoffs 
have  left  a  niche  for  "alumni  clubs" 
catering  to  ex-employees  of  big-name 
computer  makers.  A  former  Prime 
Computer  Inc.  marketer  in  the  Boston 
area,  Caren  Merrill,  publishes  newslet- 
ters, collates  directories,  and  organizes 
reunion  events  where  former  co-work- 


ers can  mingle  and  network  for  jobs 
She  has  yet  to  turn  a  profit,  yet  Merrill 
says  confidently:  "This  is  definitely  th' 
right  time  to  be  doing  what  I'm  doing.' 

The  retail  industry,  one  of  the  hard- 
est hit,  has  provided  some  surprising 
opportunities.  Trying  to  cut  back-office 
expenses,  many  retailers  have  farmed 
out  legal  work,  data  processing,  andi 
credit-card  handling  to  outside  compa- 
nies. Taking  advantage  of  this  trend, 
ETC,  which  is  a  subsidiary  of  check 
printer  Deluxe  Corp.,  formed  a  new 
division  in  Dallas  to  handle  bad-check 
operations.  So  far,  clients  include  such 
big  retailers  as  Ames 
Department  Stores 
Builder's  Emporium, 
and  Payless  Shoes. 
"We  expect  this  to 
grow  rather  substan- 
tially," says  duNann. 

Stores  are  also 
spending  more  on  anti- 
shoplifting  systems  to 
cut  inventory  losses 
and  make  up  for  thin- 
ner sales  staffs.  Sales 
at  Sensormatic  Elec- 
tronics Corp.  in  Deer- 1 
field  Beach,  Fla., 
jumped  31%'  in  the  six 
months  ended  Nov.  30. 
Profits,  too,  are  up — by 
27%.  "Most  retailers 
can't  improve  their  bot- 
tom line  by  increasing 
sales,  so  they  have  to  look  at  cost- 
cutting,"  says  Sensormatic  President 
Ronald  G.  Assaf.  He  has  introduced 
new  products,  such  as  security  labels 
on  Blockbuster  videos. 

Even  for  those  who  thrive  in  reces- 
sions, the  rise  in  bankruptcies  poses 
risks.  ETC  has  written  off  debts  of  ail- 
ing clients,  and  outplacement  firms  are 
taking  losses  as  customers  default  or 
stretch  out  payments.  Yet  for  most, 
that's  better  than  the  terrible  uncer- 
tainty that  comes  with,  gulp,  recovery. 
By  Dori  Jones  Yang  in  Seattle,  with  Geof- 
frey Smith  in  Boston  and  bureau  reports 


28  BUSINESSWEEK/JANUARY  13,  1992 


il  lRKETS  &  INVESTMENTS! 


rHE  FED'S  'BLOWTORCH' 
IAS  THE  MARKETS  BLAZIHG 


ome  bulls  expect  the  Dow  to  hit  3500  during  1992  as  cash  flows  in 


01 


n  Wall  Street,  the 
holiday  season  can 
)e  the  dullest  of 
mes.  From  the  days  before 
hristmas  through  New 
ear's  Eve,  investors  big' 
nd  small  often  take  vaca- 
ons.  Many  of  those  who 
ren't  away  in  body  are  oth- 
rwise  engaged,  enjoying 
mg,  liquid  lunches  at  Del- 
lonico's  or  what  not. 
This  Christmas,  investors 
id  most  of  their  celebrating 
tone  cold  sober.  The  Feder- 
1  Reserve,  which  on  Dec.  20 
tartled  the  financial  world 
slashing  the  discount 
ate  a  full  percentage  point, 
ave  them  all  the  reason 
fiey  needed.  And  while  the 
'ed  made  no  bones  about  its 
itentions,  the  broad  run  of 
larket  gurus  couldn't  fig- 
re  out  what  the  discount 
ate  cut  implied.  The  pundits 
;reeted  the  Fed's  move  with 
n  elaborate  shrug,  pointing 
'Ut  that  rates  have  been  low  for  quite  a 
pell  now.  Relatively  easy  credit  has 
lone  nothing  so  far  to  rescue  the  econo- 
ny  from  its  malaise. 
iCRAMBLiNG.  A  bull  needs  no  guru.  In  a 
tunning  turnabout  in  investor  psycholo- 
gy, the  Dow  Jones  industrial  average 
.oared  250  points  in  the  six  trading  days 
ollowing  the  cut  in  the  discount  rate. 
Phe  broader  gauges  followed  suit,  with 
he  Standard  &  Poor's  500-stock  index 
;limbing  8.6%  to  415.14,  and  the  Nasdaq 
ndex  gaining  8.4%  to  579.7.  With  1991 
dipping  away  and  the  market  hitting 
Tesh  highs  every  day,  individual  inves- 
ms  piled  ever  more  cash  into  equity 
nutual  funds.  As  for  the  big-money 
portfolio  managers — especially  those 
A^ho  had  trimmed  their  positions  after 
;he  120-point  market  break  in  Novem- 
Jer — they're  now  scrambling  to  get  back 
into  the  stock  market. 

Every  bull,  it  seems,  is  counting  on 
aeorge  Bush's  natural  urge  to  win  re- 
flection this  year — along  with  the  Fed's 
renewed  recession-fighting  vigor — to 
keep  the  economy  and  the  market  on 
20urse.  "Up  until  now,  Greenspan  has 
been  trying  to  start  a  fire  using  a 
match,"  says  George  Vanderheiden,  a 
portfolio  manager  at  Fidelity  Invest- 
ments. "Now,  he's  using  a  blowtorch." 


THE  USUAL  HOLIDAY  BLAHS  WERE  ABSENT  THIS  YEAR 


Adds  Charles  Clough,  chief  investment 
strategist  at  Merrill,  Lynch  &  Co.: 
"There  was  a  tremendous  amount  of 
symbolism  in  what  the  Fed  did.  The  last 
time  the  Fed  brought  the  discount  rate 
to  3V2%  from  4V2%  was  in  1930." 

Lest  anyone  forget,  stock  market  per- 
formance in  the  10  years  following  1930 
was  a  tad  wanting.  And  no  mortal 
knows  what  the  market's  future  holds — 
or  the  economy's,  for  that  matter.  That 
said,  the  holiday  scene  at  Fidelity — mere 
days  after  General  Motors  Corp.  an- 
nounced thousands  of  layoffs — was  com- 
pelling testimony  to  bedrock  American 
optimism.  Vanderheiden  reported  that  at 
the  mutual  fund  gi- 
ant's Boston  invest- 
ment center,  "lines 
are  coming  out  the 
door."  In  December's 
final  week,  Fidelity 
had  three  times  as 
much  money  flowing 
into  its  equity  mutual 
funds  as  in  the 
month's  first  week. 
The  reason:  Investors 
seem  fed  up  with  low 
returns  on  CDs  and 
Treasury  bills.  Yields 
on  three-month  Trea- 
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sury  bills  recently  dipped  below  4%. 

Shearson  Lehman  Brothers'  Elaine  M. 
Garzarelli,  a  market  seer  who  made  a 
big  splash  by  forecasting  the  crash  of 
October,  1987,  believes  the  rally  will 
keep  running.  Despite  the  impressive 
runup,  she  thinks  stocks  remain  under- 
valued. Her  forecast:  a  3500  Dow  this 
year,  something  she  bases  on  a  number 
of  indicators,  including  monetary  policy, 
which  she  expects  will  remain  relatively 
easy.  Garzarelli  also  notes  that  stock 
prices  now  are  about  15  times  estimates 
of  1992  earnings,  not  the  16.2  times  that 
typically  precedes  a  market  drop. 
MORE  GREED.  Yet  in  the  world  of  greed 
and  fear  that  rules  Wall  Street,  probably 
a  more  immediate  reason  for  the  bulls' 
stampede  is  that  the  Fed's  bold  move 
simply  caught  many  big  money  runners 
off  guard.  Now,  they're  rushing  to  make 
sure  they  don't  miss  the  rally.  Before 
the  rate  cut,  many  institutional  investors 
were  sitting  on  piles  of  cash,  expecting 
to  collect  safe  dividends  while  equities 
moved  sideways  or  even  plunged.  That 
expectation  proved  wrong,  so  now  the 
big  (if  not  smart)  money  is  scrambling  in 
hopes  that  it  will  better  the  market  aver- 
ages. "It's  a  critical  time,"  for  profes- 
sional investors,  Garzarelli  observes.  "If 
they  miss  the  first  10  to  15  days  of  the 
January  rally,  they  can  get  fired." 

If  greed  is  taking  up  more  room  in 
investors'  psyches,  then  it  must  be  at 
the  expense  of  imagination.  So  far,  both 
money  managers  and  investors  seem  to 
be  making  quite  cautious  buys.  Money  is 
flowing  into  the  same  stocks  that  did 
well  in  1991 — which  is  to  say,  growth 
stocks.  At  Fidelity,  much  of  the  new 
cash  is  flowing  into  growth  funds.  "The 
real  focus  continues  to  be  on  the  Philip 
Morrises,  Coca-Colas,  and  Mercks," 
notes  Laszlo  Birinyi,  of  Birinyi  Asso- 
ciates, a  market  research  firm. 

Edwin  Powell,  a  portfolio  manager  at 
Provident  Capital  Management  in  Phila- 
delphia, says  that  he  expects  cyclical 
stocks,  such  as  papers,  chemicals,  and 
autos,  to  lead  the  Dow  during  the  com- 
ing year.  As  investors  begin  to  look  to- 
ward economic  recovery,  "cyclical  stocks 
are  ready  to  get  going  again,"  he  says. 

Among  his  favorite 
picks  are  International 
Paper,  Dow  Chemical, 
and  Monsanto.  "I  still 
subscribe  to  the  notion 
that  you  can't  fight 
the  Fed,"  he  says. 

That  is  just  about 
as  old  a  saw  as  can 
be  heard  on  Wall 
Street.  But  once 
again,  it  has  also 
proved  to  be  one  of 
the  most  irresistible. 

By  Leah  Nathans 
Sjjiro  in  New  York 
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THE  ECONOMY  I 


THIS  MAY  BE  THE  SWIFT  KICK 
THE  ECONOMY  NEEDS 


But  it  will  take  some  time  boforo  the  impact  of  lower  rates  is  felt 


THE  LICHTENSTEINS:  BY  REFINANCING  THEIR  HOME,  THEY  CAN  POCKET  AN  EXTRA  $300  A  MONTH 


LOW  interest  rates  are  awfully  nice. 
Just  ask  Michael  and  Rema  Lich- 
tenstein  of  Dracut,  Mass.  They're 
planning  on  refinancing  their  $165,000, 
10.375%  mortgage  at  something  under 
8.57f.  That  figures  to  put  "$300  a  month 
extra  in  our  pockets,"  says  Rema,  a  sur- 
gical nurse,  "and  that's  better  than  in 
the  bank's  pocket."  What  will  they  do 
with  the  dough?  Perhaps  put  some  aside 
for  their  children's  college  education. 
Possibly  step  up  their  mortgage  pay- 
ments. Then  again,  says  Michael,  a  42- 
year-old  furniture  salesman:  "Rema  and 
I  spend  what  we  make,  and  the  more  we 
make  the  more  we  spend." 

It's  not  just  hard-pressed  consumers 
who  are  relishing  savings  from  the  re- 


cent drop  in  interest  rates.  Celestial  Sea- 
sonings Inc.,  the  maker  of  herbal  tea, 
will  save  about  $250,000  on  its  1992  in- 
terest payments  tied  to  the  prime  rate, 
and  another  $250,000  on  the  balance.  The 
company  is  also  thinking  about  refinanc- 
ing the  $8  million  in  floating-rate  bonds 
it  sold  to  build  its  new  headquarters  in 
Boulder,  Colo.  "It's  a  good  time  to  fix 
rates  long-term,"  says  Barnet  Feinblum, 
Celestial's  president. 
TAKING  THE  CUE.  It  took  Strong  action  on 
the  part  of  the  Federal  Reserve  to  send 
interest  rates  to  their  current  levels.  On 
Dec.  20,  the  Fed  slashed  the  discount 
rate  by  a  full  percentage  point  for  the 
first  time  in  10  years.  It's  now  down  to 
3..5%,  a  rate  not  seen  since  1964,  when 


Lyndon  Johnson  was  President.  The  I 
also  pushed  down  to  4%  the  rate  on  f 
eral  funds,  money  that  banks  lend 
another  overnight.  Banks  quickly  tc 
the  cue  and  cut  their  prime  rates  to  6 
from  7.5%.  Yields  on  10-year  Treasi 
securities,  at  6.7%,  are  at  a  15-year  k 
and  30-year  mortgages,  at  8.35%,  are 
their  lowest  level  in  18  years. 

All  this  bodes  well  for  the  economy, 
business  cycles,  the  turn  in  the  econoi 
typically  comes  after  rates  fall 
enough  to  allow  both  consumers  i 
businesses  to  restore  their  tattered 
nances.  Up  until  now,  the  Fed's  policy 
lowering  rates  by  small  increments  \  ^i' 
slowed  that  restorative  process.  Oi 
now  can  households  and  businesses  bcBfilt 
begin  to  benefit  big-time  from  eas 
credit.  In  1991,  for  example,  the  drop 
rates  saved  homeowners  with  adju 
able-rate  mortgages  about  $5  billic 
They  could  save  $15  billion  to  $20  billi 
in  1992,  estimates  Roger  Kubaryc 
manager  at  Henry  Kaufman  &  Co 
financings  of  fixed-rate  mortgages  coi 
save  households  tens  of  billions  mo: 
And  nonfinancial  businesses,  which  o^ 
lenders  about  $1.3  trillion  in  short-tei 
debt,  will  find  their  yearly  interest  bill 
1992  fall  by  some  $.50  billion  from  eai 
last  year. 

Some  parts  of  the  economy  do  suff  sj 
when  rates  fall:  most  poignantly,  t  m 
elderly,  who  are  often  dependent  on  i 
come  from  interest  (box).  After  totii 
up  the  positives  and  negatives,  howevt 
the  economic  consulting  firm  Lauren 
H.  Meyer  &  Associates  estimates  th 
real  economic  growth  could  gain  half 
percentage  point  over  the  next  foi 
quarters.  "The  bottom  line  is,  lower  i 
terest  rates  spark  economic  growth 
says  Christopher  Varvares,  an  economi 
at  LH.M. 

Will  current  rates  get  the  econon 
growing  again  in  earnest?  Yes,  but  n^ 
right  away.  Historically,  easier  crec 
takes  at  least  six  months  to  work  r 
way  into  the  economy.  Most  economis 
now  expect  a  genuine  recovery 
emerge  only  sometime  in  the  second  ha 
of  the  year. 
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I One  reason  for  this  recession's  lon^er- 
lan-usuai  duration  is  the  extraordinari- 

•  poor  condition  of  the  nation's  balance 
'  leet.  It  takes  a  while  to  restore  crij)i)led 

nances  and  bolster  impaired  incomes, 
he  federal  {government's  outstanding 
sbt  rose  from  267'  of  {jfross  domestic 
roduct  in  1980  to  just  under  50'/!  of  (;i)P 
1  1991.  Household  debt,  including  mort- 
ages,  as  a  percentage  of  disposable 
srsonal  income  is  running  around  94'/'. 

•  hat's  a  lot  higher  than  its  long-run  his- 
orical  average  of  just  under  75'/'  .  And 
•ng-term  corporate  debt  is  at  an  all- 
me  high  (charts).  "We've  been  on  a 
ebt  binge,  and  it  won't  unwind  over- 
ight,"  says  Lacy  H.  Hunt,  chief  econo- 
list  at  Carroll  McEntee  &  McGinley 
•roup  Inc.  Considering  the  economy's 
.•agile  state  right  now.  Hunt  and  many 
ther  economists  believe  the  Fed  will  cut 
ites  even  further  in  the  months  ahead. 

Another  reason  recovery  isn't  at  hand 
et  is  the  delay  the  economy  must  suffer 
irough  before  lower  rates  can  influence 
uymg  and  selling.  Take  Shoney's  Inc., 
!ie  Nashville-based  restaurant  chain, 
'hree  years  ago,  it  borrowed  $728  mil- 
on,  including  $585  million  from  banks, 
3  pay  a  special  dividend  to  sharehold- 
rs.  Today,  cash  flow  is  improving,  and 
refits  are  up.  The  company  wants  to 
cost  its  annual  capital  spending  to  the 
40  million  to  $45  million  range,  up  from 
his  year's  $34  million.  But  its  bank  loan 
ovenants  limit  capital  spending  to  no 
'lore  than  $34  million  annually  until  the 
lank  debt  is  repaid.  "We're  anxious  to 
ccelerate  our  capital  spending,  but  in 
ur  case  that  won't  come  until  1993, 
/hen  the  loans  are  paid  off  and  the  cov- 
nants  lifted,"  says  Taylor  H.  Henry  Jr., 
Ihoney's  chief  financial  officer. 
iHARP  DROP.  Eventually,  if  both  long- 
.nd  short-term  interest  rates  trend  low- 
r,  it's  likely  that  the  economic  funda- 
aentals  for  a  rebound  will  fall  into 
ilace:  Refinancings  are  mounting,  infla- 
ion  is  running  at  37  or  less,  the  money 
.upply  is  growing,  and  the  cost  of  capi- 
al  for  U.  S.  corporations  is  falling  sharp- 
y.  Lower  financing  costs  mean  compa- 
lies  can  afford  to  spend  more  and  wait 
onger  for  a  payback  from  capital  proj- 
cts.  For  instance,  Meditrust  Manage- 
rient  Inc.,  a  Waltham  (Mass.)  health 
;are  real  estate  investment  trust,  plans 
learly  to  double  its  investments  in  din- 
es and  hospitals,  to  $175  million.  "As 
•ates  come  down,  more  and  more  opera- 
.ors  find  it  makes  economic  sense  to 
'aise  funding  and  expand,"  says  David 
Benson,  president  of  Meditrust. 

If  he's  right,  bargain-basement  rates 
'or  credit  will  slowly  cure  the  economy 
)f  its  '80s  excesses — but  it's  going  to 
:ake  longer  than  anyone  wants. 

By  Christopher  Fart-ell,  with  Michael  J. 
Mandel  in  New  York,  Gary  MeWilliams  in 
Boston,  and  bureau  reports 


THE  UNKINDEST  CUT  OF  ALL 
FOR  OLDER  AMERICANS 


The  latest  cut  in  interest  rates 
hasn't  done  any  favors  for  Helga 
Holsten  of  St.  Petersburg.  Like 
many  Florida  retirees,  she  greeted  the 
news  with  a  sense  of  dread.  "When  I 
saw  the  interest  rate  being  lowered,  I 
said  it  would  be  a  disaster,"  says  the 
63-year-old  former  bank  teller.  "And  it 
really  is." 

The  Federal  Reserve's  dramatic 
move  to  jump-start  the  faltering  recov- 
ery by  making  credit  more  affordable 
has  a  deleterious 
side  effect:  Lower  in- 
terest rates  brake 
spending  among  the 
nation's  savers.  In 
addition,  they  incite 
worry  among  retir- 
ees who  depend  on 
interest  income  to 
meet  expenses  or  for 
a  sense  of  financial 
security. 

Pensions  and  So- 
cial Security  pay- 
ments can  buffer  the 
impact  for  many 
retirees,  including 
Holsten.  Even  so, 
with  rates  on  certifi- 
cates of  deposit  and 
other  short-term  sav- 
ings vehicles  plung- 
ing, there's  conster- 
nation and  concern. 
Robert  K.  Heady 
tracks  savings  rates 
in  his  Bank  Rate 
Monitor,  a  North 
Palm  Beach  (Fla.) 
newsletter.  Heady 
reports  that  the  na- 
tional average  rate 
paid  on  a  one-year 
CD  has  plunged  from 
9.51'/'  in  April,  1989, 
to  4.57  now.  "Con- 
sumers can  expect  it 
to  hit  47"  by  the  end  of  January,"  he 
adds.  "We  haven't  seen  these  rates 
since  Roosevelt." 

For  Holsten,  the  lower  rates  mean 
more  fretting  about  the  future.  With 
her  house  paid  off  and  a  monthly  in- 
come of  $1,900  from  her  husband's 
Army  pension  and  Social  Security,  her 
monthly  costs  are  amply  covered.  But 
her  husband  died  in  July,  1990,  from  a 
lingering  illness,  and  she  worries  that 
the  "nest  egg"  she  used  to  keep  in  CDs 
might  not  earn  enough  to  cover  her 
costs  should  she  need  care  in  the  fu- 


'When  I  saw  the 
interest  rate  being 
lowered,  I  said  it 
would  be  a  disaster' 


HELGA  HOLSTEN 

k  Florid,!  retiree 


ture.  "You  have  sort  of  a  cushion  in 
case  something  happens,  and  with  fair- 
ly good  interest  rates,  you're  adding  to 
that,"  she  says.  "But  now  it's  going 
down,  and  nursing-home  care  is  steadi- 
ly going  up." 

RISKY  BUSINESS.  The  rates  are  so  low 
that  when  a  CD  paying  7.4'/'  matured  at 
the  beginning  of  December,  Holsten 
transferred  the  balance  to  a  money- 
market  account,  since  it  was  paying 
about  the  same  and  sometimes  more 
than  the  4.17  on 
a  six-month  certifi- 
cate. She  likes  the 
thought  of  being 
able  to  get  the  mon- 
ey out  quickly  and 
invest  it  when  inter- 
est rates  turn  up. 

Many  retirees  find 
themselves  in  a  simi- 
lar financial  limbo — 
unwilling  to  invest 
until  the  economic 
picture  clears.  But 
Albert  L.  Fort,  se- 
nior vice-president  of 
Harbor  Federal  Sav- 
ings &  Loan  in  Fort 
Pierce,  Fla.,  which 
has  lots  of  retiree  de- 
posits, sees  some 
switching  into  unin- 
sured funds.  These 
retirees  "are  often 
the  first  to  question 
about  insurance  on 
the  $100,000  limit," 
he  .says.  "But  they're 
willing  to  take  a 
chance  on  funds  that 
aren't  insured  for  a 
higher  return." 

Holsten  scours  the 
business  pages  of  lo- 
cal newspapers  and 
doesn't  see  much  dif- 
ference among  bank 
rates.  Nor  does  she  see  much  improve- 
ment on  rates  until  the  spring.  Indeed, 
she  thinks  they  might  go  below  47  but 
won't  consider  putting  her  money  into 
stocks.  "I  don't  know  much  about  it," 
says  Holsten,  "and  I  would  feel  very 
uneasy."  She's  also  put  off  by  the  com- 
missions she'd  have  to  pay  to  a  stock- 
broker. So  for  now,  she'll  keep  her  nest 
egg  in  her  money-market  account, 
"hoping  this  recession  will  lighten  up." 
Until  then,  her  worries  and  those  of 
many  other  retirees  will  keep  pressing. 

By  Gail  DeGeorge  in  Miami 
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AIRLINES  I 


UNITED  WE  STAND:  OTHER  CARRIERS  QUICKLY  FOLLOWED  THE  LEADER  IN  HIKING  TICKETS  BY  2% 


FASTEN  YOUR  SEATBELTS, 

IT'S  GONNA  BE  A  PRICIER  FLIGHT 


[n  the  wake  of  an  industry  shakeout,  a  truce  in  the  cutthroat  fare  wars 


p; 


,romises,  promises.  For  years,  the 
'airline  industry  has  ushered  in 
each  New  Year  pledging  to  boost 
its  anemic  profits  by  raising  air  fares. 
P)Ut  like  a  lifelong  smoker  unable  to  kick 
the  habit,  the  industry  quickly  suc- 
cumbed to  price-cutting.  Beset  by  ailing 
carriers  desperate  to  raise  cash,  the  in- 
dustry has  usually  opened  the  year  with 
fresh  fare  wars. 

Until  now,  (hat  is.  On  Christmas  Eve, 
United  Airlines  Inc.  announced  that  it 
would  boost  most  U.  S.  do- 
mestic fares  2''.'  on  Jan.  3,  a 
move  quickly  co[iied  by  oth- 
er major  carriers,  including 
Delta,  American,  and  North- 
west. This  increase  swiftly 
followed  an  industrywide 
$20  hike  in  the  price  of 
deeply  discounted  weekend 
fares,  a  change  led  by  Conti- 
nental Airlines  Inc.,  once  the 
industry's  most  notorious 
discounter. 

LESS  LEEWAY.  That  may  be 
only  the  beginning.  The 
most  aggressive  domestic 
price-cutters  of  yore,  Pan 
Am,  Midway,  and  Eastern, 


of  travel  agency  usTravel  Inc.,  expects 
the  price  of  deeply  discounted  tickets  to 
soar  by  up  to  30?'  by  the  end  of  1992. 
Airline  executives  are  also  beginning  to 
scale  back  corporate  discounts,  which  be- 
came the  industry's  worst-kept  secret  in 
1991.  The  result:  higher  prices  for  al- 
most all  travel  (table). 

Full-fare  ticket  prices,  says  Sontag, 
are  likely  to  rise  only  3%  in  1992,  but 
they'll  come  complete  with  more  onerous 
restrictions.  Take  business  fares.  As 


AIR  FARES  START  CREEPING  UP 


what  a  round-trip  seat  on 

United  will 

cost  you 

ROUTE                  FARE  PLAN 

OLD  FARE 

NEW  FARE 

CHICAGO-  First 
SAN  FRANCISCO  class 

$2,088 

$2,190 

CHICAGO-  7-day 
ORLANDO  excursion 

478 

488 

CHICAGO-  Full 
NEW  YORK  coach 

838 

854 

358 


MINNEAPOLIS-  2 1  -day  advance 
NEW  YORK_  purchase 

excursion  fare 

are  now  out  of  business,  so  industry  ex- 
ecutives exjject  fares  to  rise  steadily 
throughout  1992.  Peter  M.  Sontag,  CEO 
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part  of  its  increase.  United  propof 
eliminating  the  seven-day,  unrestrict 
business-coach  fare.  Other  carriers 
fused  to  follow  suit,  but  once  the  rec 
sion  ends  and  business  travel  picks  i 
industry  executives  expect  price  brea 
for  tickets  bought  only  a  week  in 
vance  to  disappear. 

Why  the  sudden  resolve?  With  199' 
combined  losses  of  $3.9  billion,  follow 
by  an  expected  $1.8  billion  deficit 
1991,  carriers  feel  they  have  little  cho 
but  to  boost  fares.  "It's  no  more  co 
plicated  than  that,"  asserts  Harry  Le 
the  vice-president  for  planning  at  Se 
tie-based  Alaska  Airlines  Inc. 
FULL  PLANES?  Consolidation  should  h( 
make  higher  fares  stick.  With  the  ( 
mise  of  Midway  and  Pan  Am  in  1 
1991,  says  David  H.  Treitel,  an  executi 
vice-president  at  industry  consultant 
mat,  Helliesen  &  Eichner  Inc.,  domes 
capacity  declined  3.5'/,  bringing  supj 
and  demand  nearer  to  equilibrium 

Undoubtedly,  airlines  are  taking  a  ri 
by  raising  prices  during  a  recessic 
Timothy  Griffin,  Continental's  seni 
vice-president  for  scheduling  and  pr 
ing,  says  the  airline  hasn't  seen  any  ( 
cline  in  bookings  since  price  increas 
took  effect  on  Dec.  19.  "There's  no  n 
jor  resistance,"  he  says.  The  real  t« 
should  come  in  January,  when  the  he 
day  travel  period  ends  and  business  us 
ally  slows  down. 

Higher  fares,   though,  could  sea 
away  already  skittish  fliers.  John  P( 
ata,  a  regional  textbook-sales  manag 
in  Palo  Alto,  Calif.,  for  Houghton  Miffl 
Co.,  says  he  spent  $17,000  on  busine; 
air  travel  in  1991.  He  was  planning 
scale  back  in  1992,  and  the  fare 
creases  will  spur  him  on.  "I  won't  be 
likely  to  make  that  quick  trip  to  the  Ea 
Coast,"  he  says.  Still,  Griffin  points  oi 
higher  prices  should  more  than  make 
for  any  loss  in  traffic. 

Travelers  need  not  despa 
completely.  Nobody  is  pr 
dieting  that  deep-discou 
flights  will  go  the  way 
most  New  Year's  resol 
tions.  And  fare  wars  w 
still  flare  up.  For  exampl 
Alaska  Airlines  has  cut 
half,  to  $200,  its  roun 
trip  fare  between  Seatt 
and  Anchorage,  in  respon; 
to  expanded  service  by  tir 
upstart  MarkAir  Inc.  B 
for  the  most  part,  look  f( 
at  least  a  truce  in  airline 
efforts  to  lure  passengers' 
and  bludgeon  each  other- 
with  cheap  tickets. 

By  Kevin  Kelly 
Chicago,  with  Dori  Jori' 
Yang  in  Seattle 
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RETAILING  I 


AS  IF  MACY'S  DIDN'T  HAVE 
ENOUGH  TO  WORRY  ABOUT 


Federated,  emerging  from  Chapter  11,  will  be  a  more  fomiidable  rival 


BUROINE'S  IN  MIAMI:  FEDERATED  WILL  CARRY  A  MUCH  LIGHTER  BURDEN  OF  DEBT 


Forget  Hollywood  in  1992.  Retailing 
is  where  the  drama  will  be.  This 
year's  stars:  two  of  the  trade's 
fiercest  connpetitors,  R.  H.  Macy  &  Co. 
and  Federated  Department  Stores  Inc. 

The  award  for  most  dramatic  perfor- 
mance in  a  cliff-hanger  is  likely  to  go  to 
Macy's.  Plainly  put,  it's  in  severe  finan- 
cial distress.  It  reported  a  $155.4  million 
loss  for  its  November  quarter  atop  a 
$150  million  loss  for  its  fiscal  year  ended 
in  August,  and  then,  like  most  retailers, 
it  slogged  through  a  worse-than-expect- 
ed  holiday  season. 

FATTER  MARGINS.  The  comeback  award 
may  go  to — surprise — Federated.  Lying 
crippled  in  bankruptcy  since  January, 
1990,  the  225-store  combine  of  nine 
chains — Bloomingdale's,  Rich's,  Bur- 
dine's,  and  Bon  Marche  among  others — 
expects  to  emerge  from  Chapter  11  as 
early  as  this  February.  When  it  does,  its 
margins  should  improve  dramatically, 
thanks  to  the  erasure  of  $5  billion  in 
debt  from  its  balance  sheet. 

Still,  Federated  can't  be  too  gleeful 
about  its  advantage  over  Macy's.  Spe- 
cialty stores  and  discounters  are  putting 
up  stiff  competition  against  both  chains. 
Relatively  debt-free  chains  such  as  The 
Gap  Inc.  and  The  Limited  have  been  eat- 
ing away  at  department  stores'  market 
shares.  The  department  stores  also  are 


34  BUSINESS  WEEK/JANUARY  13,  1992 


being  hurt  by  Wal-Mart  Stores  Inc.  and 
other  discounters. 

Yet  to  their  investors  and  creditors, 
vendors  and  employees,  the  main  event 
is  Macy's  vs.  Federated.  As  in  years 
past,  they'll  be  battling  for  market  share 
in  the  Northeast  and  Southeast.  A  newly 
invigorated  Federated  should  prove  a 
much  stouter  rival  than  in  years  past. 
For  one  thing,  the  company  can  look 
forward  to  something  that,  for  now, 
Macy's  can  only  dream  about:  proceeds 
from  a  stock  offering. 

As  part  of  its  reorganization,  Federat- 
ed will  issue  some  80  million  shares  to 
creditors.  "If  market  conditions  are  fa- 


SO  WHO'S  THE 
WEAKLIHG  NOW? 

Estimates  of  key  financial  measures 
in  fiscal  1 992 


R.H.  MACY 

YEAR  ENDS  AUGUST,  1992 


FEDERATED  STORES 

YEAR  ENDS  FEBRUARY,  1993 


lotal  interest  expense  per  square 
foot  of  selling  space 

$15.25  $7.50 

Casfi  flow  as  a  percentage  of  sales ' 
6.7%  8.0% 

•  EARNINGS  BEFORE  INTEREST,  TAXES,  DEPRECIATION,  AND  AMORTIZATION 
DATA:  J.P  MORGAN  4  CO.,  DEWWARE  BAY  CO.,  COMPANY  REPORTS 


vorable,  we  plan  to  do  an  additional 
sometime  in  the  first  6  to  12  mont 
after  emerging  from  bankruptcy,  s 
James  M.  Zimmerman,  president 
chief  operating  officer  of  Federated^ 
Allied  Stores  Corp.,  a  Federated  4- 
ling  that  will  disappear  in  the  reorg;ii- 
zation.  The  IPO  could  bring  in  $500  rfi- 
lion  to  $700  million,  estimates  Andr* 
J.  Herenstein,  a  junk-bond  analyst  % 
Delaware  Bay  Co.,  a  New  York  inv4 
ment  firm. 

Now,  take  a  look  at  Macy's,  whic 
struggling  under  $3.4  billion  in  debt 
over  from  its  1986  leveraged  buyout 
its  California  expansion  two  years  la 
Cash  flow  shrank  537',  to  $72.3  mill 
in  the  November  quarter.  Michael 
Cha,  an  analyst  at  J.  P.  Morgan  &  Cj 
expects  the  coming  year's  cash  flow 
dwindle  to  6.77  of  Macy's  $6.8  billioni 
sales  (table).  In  fiscal  1989,  that  figi 
ran  as  high  as  13.57 . 
CASH  PROBLEMS.  The  trend  runs  the  o 
er  way  at  Federated.  Its  ratio  of 
flow  to  sales,  which  fell  to  a  historic  I 
of  5.87  in  1990,  should  reach  8%  in  19 
Herenstein  estimates.  Another  way 
compare  the  two  rivals'  prospec 
Macy's  this  fiscal  year  must  pay  $15 
in  interest  for  every  scjuare  foot 
space  it  devotes  to  merchandise.  At  F( 
erated,  the  figure  is  closer  to  $7.50. 

Down  the  road,  Macy's  will  contin 
to  have  cash  problems,  even  though 
lenders — a   40-bank   syndicate  led 
Manufacturers  Hanover  Corp.  and  Bar 
ers  Trust  Co. — eased  terms  on  its 
million    revolving-credit  agreemei 
Starting  in  November,  1993,  Macy's  m 
have  to  pay  cash  interest  on  rougl 
$491  million  worth  of  zero-coupon  bone 
adding  an  estimated  $105  million  to 
annual  interest  tab,  says  Evan  Mann 
high-yield  analyst  at  Dillon,  Read  &  C 

Then  there's  the  $400  million  no 
Macy's  owes  Federated  from  its  $1.1  1: 
lion  1988  acquisition  of  Bullock's  and 
Magnin  &  Co.  To  pay  it  down,  Macj 
will  have  to  come  up  with  $176  million 
cash  in  1993  and  $224  million  in  19^ 
Says  Thomas  P.  Razukas,  a  bond  ar 
lyst  at  Fitch  Investors  Service  In 
"Eventually,  the  banks  are  going  to  sa 
'We've  done  enough,  you've  got  to  j 
elsewhere.'  " 

If  Federated  can  keep  its  costs  in  lii 
and  its  same-store  sales  meet  their  6 
annual  growth  target  for  the  next  fe 
years,  then  it  should  have  the  edge.  Sa; 
Zimmerman:  "Even  in  a  difficult  econ 
my,  we  have  an  advantage  over  the  coi 
petition  because  we've  already  be( 
through  turmoil,  while  others  have  pro 
lems  they're  only  beginning  to  co 
front."  Actually,  Macy's  has  been  in  tu 
moil  for  years — and  it  won't  end  soon 
By  Laura  Zinti  in  New  Yo, 
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Commentary /by  Dean  Foust 

DON'T  SHORTEN  THE  DEADIINE  ON  INVESTORS'  LAWSUITS 


Last  summer,  Corporate  America 
heaved  a  collective  sigh  of  relief. 
The  Supreme  Court  in  June  dras- 
tically shortened  the  length  of  time  pri- 
vate investors  have  to  file  securities- 
fraud  suits.  The  court  even  applied  its 
new  standard  retroactively  to  pending 
cases.  But  in  its  effort  to  forestall  a 
tidal  wave  of  litigation,  the  high  court 
may  have  cut  too  deeply  into  some  vi- 
tal shareholder  rights.  Now,  it's  up  to 
Congress  to  strike  a  new  balance  be- 
tween wronged  investors  and  compa- 
nies beset  by  frivolous  suits. 

The  court's  goal  was  laud- 
able: Impose  uniformity  on  the 
disparate  rulings  by  the  lower 
courts  on  how  long  investors 
have  to  file  suits.  The  justices 
chose  a  little-used  federal  stan- 
dard that  gives  shareholders 
only  one  year  from  discovering 
fraud,  but  no  more  than  three 
years  from  the  deception,  to 
file  suit.  That's  less  time  than 
most  courts  had  granted.  In 
New  York,  for  example,  inves- 
tors had  up  to  seven  years. 
The  Supreme  Court  ruling 
forced  lower-court  judges  to 
toss  out  $700  million  in  pend- 
ing private  claims  against 
junk-bond  behemoth  Drexel 
Burnham  Lambert  Inc.  and 
others. 

LETHAL  INTENT?  With  motions 
pending  to  dismiss  another 
$4.6  billion  in  suits — including  claims 
against  junk-bond  king  Michael  R.  Mil- 
ken and  thrift  executive  Charles  Keat- 
ing— Congress  scrambled  before  ad- 
journment to  approve  a  measure  that 
reinstated  cases  filed  before  the  high- 
court  decision.  But  that's  not  enough. 
When  lawmakers  return,  they  should 
lengthen  the  statute  of  limitations  be- 
yond the  Supreme  Court's  unreason- 
ably short  standard.  The  court 
"plunged  a  sword  directly  at  the  heart 
of  victims  of  securities  fraud,"  says 
Representative  Edward  J.  Markey  (D- 
Mass.).  A  better  time  frame:  three 
years  from  discovery,  but  no  more 
than  five  years  after  the  fraudulent 
act,  as  proposed  by  Markey  and  Repre- 
sentative John  D.  Dingell  (D-Mich.). 

The  time  is  needed  because  securi- 
ties-fraud cases  are  often  maddeningly 
complex.  It  takes  time  to  discover  that 
fraud  occurred,  let  alone  develop  a 


case.  Even  the  Securities  &  Exchange 
Commission,  with  its  subpoena  powers, 
needed  more  than  three  years  from  the 
time  the  alleged  violations  took  place 
until  it  began  proceedings  against 
Drexel  and  E.  F.  Button,  the  latter  on 
check-kiting  charges.  And  under  the 
high  court's  standard,  notes  Harvard 
Law  professor  Arthur  R.  Miller,  suits 
that  produced  $600  million  in  settle- 
ments in  the  1983  Washington  Public 
Power  Supply  System  scandal  couldn't 
have  been  brought. 


But  the  White  House,  conservative 
lawmakers,  and  business  lobbyists 
worry  that  stretching  the  statute  of 
limitations  could  fuel  a  litigation  explo- 
sion. U.  S.  corporations  complain  that 
they  already  must  mount  a  costly  legal 
defense  seemingly  every  time  their 
stock  price  dips.  Spurious  litigation 
"has  reached  epidemic  proportions  in 
this  country  and  is  having  massive, 
widespread,  harmful  effects,"  Philip  A. 
Lacovara,  general  counsel  for  Morgan 
Stanley  &  Co.,  told  Congress  recently. 

Sharing  that  belief,  the  White  House 


Congress  should  be  wary  of 
'reforms'  that  would  insulate 
executives  and  investment 
bankers  from  accountability 


will  agree  to  extend  the  filing  period 
only  if  legislation  curbs  frivolous  suits. 
Among  the  proposals:  requiring  some 
losers  to  pay  the  victor's  legal  ex- 
penses, and  placing  sharp  restrictions 
on  pretrial  maneuvers,  perhaps  by  lim- 
iting access  to  documents. 

But  Congress  should  be  wary  of  "re- 
forms" whose  hidden  intent  would  be 
to  insulate  executives,  Wall  Street  in- 
vestment bankers,  and  other  profes- 
sionals from  accountability.  Investors 
shouldn't  be  discouraged  from  pursu- 
ing valid  claims  for  fear  of 
having  to  cover  defendants' 
mammoth  legal  tabs.  Who 
would  have  sued  Drexel,  for 
instance,  knowing  that  the  bro- 
kerage was  prepared  to  spend 
$1  billion  to  defend  charges 
that  it  manipulated  the  junk- 
bond  market? 

NO  FISHING.  The  fact  is,  the 
number  of  private  securities 
suits  brought  in  federal  court 
has  declined  30'/i  since  1985, 
according  to  the  Administra- 
tive Office  of  U.  S.  Courts.  The 
decline  underlines  the  power 
that  judges  already  have — and 
v/ield — to  sanction  lawyers 
who  bring  dubious  suits  just  to 
extract  a  shakedown  settle- 
ment. In  November,  for  in- 
stance, a  Boston  federal  ap- 
peals court  threw  out  what  the 
judges  considered  a  "meretri- 
cious" shareholder  suit  claiming  Digi- 
tal Eciuipment  Corp.  gave  inadequate 
warnings  that  its  stock  price  might 
drop  after  the  1987  crash.  The  court 
ordered  the  plaintiff  to  pay  double 
court  costs  plus  DEC's  legal  fees.  And 
federal  judges  appointed  by  Presidents 
Reagan  and  Bush  already  have  issued 
a  series  of  rulings  that  cut  back  on 
investors'  ability  to  bring  suits.  They 
are  not  tolerating  fishing  expeditions 
by  lawyers  who  want  to  rummage 
through  a  defendant's  files  for  damag- 
ing evidence. 

Unfortunately,  the  Supreme  Court 
may  now  have  created  a  catch-22:  With 
less  time  to  act,  investors  may  feel 
compelled  to  bring  suits  before  they've 
found  the  smoking  gun.  But  then  they 
run  the  risk  of  being  sanctioned  by  the 
court  for  bringing  a  "frivolous"  suit. 
Congress  must  save  investors  from 
having  to  walk  such  a  tightrope. 


s 
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If  the  last  few  pages 
didrit  convince  you  that 
Mcrosoft  Excel  3.0  is 

the  bestAMndows 
spreadsheet,  maybe  the 

next  ninety  days  will. 


Since  its  introduction,  Microsoft  Excel  for  Windows  has 
been  receiving  rave  reviews  from  the  experts. 

Now's  your  chance  to  review  it  for  yourself,  along  with  a 
ninety  day  money  back  guarantee! 

And  if  you're  currently  using  any  version  of  Lotus  1-2-3,' 
you  can  upgrade  to  Microsoft  Excel  3.0  for  only  $129.** 

For  more  information,  call  us  at  (800)  323-3577  Depart- 
ment W58.  There's  never  been  a  better  time  to  start  using  the 
best  spreadsheet  for  Windows. 

Miaosoft 


'  If  wu're  not  completely  saiisfkd.  just  return  the  pTodttct  to  us  within  90  da\s,  and  tve'lh  "Plus  freight  and  applicable  sales  tax  Offer  good  for  current  otmers  of  Lotus  1-2-3.  Pleme  allmv  2-4  weeks  for  delivery  upon  receipt  of  order  by  Microsoft.  Offer  expires 

12/31/91  Lmtt  one  per  customer  Call  for  system  requirements  Offer  good  only  in  the  50  United  States  and  while  ^upplus  toit  For  wfor^uitwn  only,  outsuie  the  50  United  States,  call  (206)  936-8661  Customers  m  Canada,  call  (800)  5639048.  ©  1991  Murosoft  Corporation  All 
rights  reserved.  Murosoft  and  the  Microsoft  logo  are  registered  trademarks  and  Windows  is  a  trademark  of  Microsoft  Corporation  Lotus  and  1-2-3  are  registered  trademarks  of  Lotus  Development  Corporation. 


'LET'S  JUST  SAY  I'M  NOT 
EATING  ANY  MILK  AND  HONEY' 


A  string  of  setbacks  for  dealmaker  Riklis  has  creditors  circling 


friei 


eshulam  Riklis  loves  a  good  sto- 
ry. Among  the  Los  Angeles  fi- 
Inancier's  favorites,  recalls  a 
is  one  about  his  days  as  a  junior 
stock  analyst  at  Piper,  Jaffray  &  Hop- 
wood  in  Minneapolis.  When  he  called  cli- 
ents with  recommendations,  Riklis  would 
tell  half  of  them  he  expected  a  certain 
stock's  price  to  rise,  the  other  half  it 
would  fall.  That  way,  Riklis  would  joke, 
"at  least  half  the  people  you  deal  with 
think  you're  a  genius." 

Such  chutzpah  isn't  Riklis'  strong  suit 
these  days.  His  three-decade  run  of 
wheeling  and  dealing  appears  to  be 
In  late  December  alone, 
empire  took  two  hits: 
a  chain  of  five-and-dimes 


winding  down, 
his  $1  billion 
McCrory  Corp. 


operated  by  a  Riklis  holding 
company,  announced  it  would 
close  nearly  one-quarter  of  its 
1,100  stores.  His  Las  Vegas 
casino,  the  Riviera  Hotel,  filed 
for  bankruptcy  protection  af- 
ter some  of  its  creditors  re- 
fused to  accept  a  restructur- 
ing plan.  Meanwhile,  Riklis  is 
still  fighting  a  bondholder 
suit  that  charges  he  "removed 
hundreds  of  millions  of  dol- 
lars of  cash"  from  E-H  Hold- 
ings Inc.,  which  he  controlled 
until  late  1990. 

Riklis  denies  the  charges. 


But  the  drubbing  is  getting  him  down. 
"Let's  just  say  that  I'm  not  eating  any 
milk  and  honey,"  he  says.  Although  Rik- 
lis hotly  denies  it,  the  recent  string  of 
setbacks  could  force  a  dismantling  of  his 
collection  of  corporations. 

Riklis  started  buying  companies  with 
borrowed  cash  back  when  Mike  Milken 
was  still  in  short  pants.  After  winning 
control  of  office-equipment  maker  Rap- 
id-American Corp.  in  1955,  Riklis  bought 
such  well-known  brands  as  Botany  500, 
BVL)  underwear,  and  Playtex  bras.  His 
1968  MBA  thesis,  Expansion  Through 
Financial  Management ,  spelled  out  a 
1980s-style  acquisition  strategy:  Assets 
are  valuable  only  when  they  are  strong 
enough  to  be  borrowed  against.  Empires 


THE  TROUBLED  EMPIRE 

OF  MESHULAM  RIKUS 

McCRORY 

PARENT 

CORP. 

This  troubled  holding  company  is  in  default  on  $610 
million  of  debt,  hasn't  paid  interest  since  Feb.  1 ,  and 
is  besieged  by  creditors 

RIVIERA 
HOTEL 

Unable  to  reach  restructuring  agreement  with  credi- 
tors after  missing  two  payments  on  $126  million  in 
debt.  Filed  for  Chapter  1 1  on  Dec.  1 8 

RIKLIS 
FAMILY 
CORP. 

Owns  real  estate,  a  large  suburban  Washington 
shopping  mall,  and  American  Recreation,  a  sports- 
equipment  maker  that  Riklis  claims  will  earn  $7  mil- 
lion this  year  on  $1 00  million  in  revenues 

retinance  the  debt.  But  not  this  tim 
His  most  serious  problem  is  McCroi 
Parent  Corp.,  which  is  saddled  wit 
more  than  $600  million  in  past-due  deb 
A  group  of  creditors  is  trying  to  fon 
McCrory  Parent  into  involuntary  ban 
ruptcy.  A  related  Riklis  holdin 
McCrory  Corp.,  operator  of  McCroi 
Stores,  J.  J.  Newberry,  and  other  sma 
er  chains  has  lost  more  than  $245  millic 
in  the  33  months  ended  Oct.  31.  Sellin 
the  inventory  of  the  closed  stores  cou 
raise  $30  million,  Riklis  says,  and  lea\ 
him  with  an  800-stcre  chain  pulling 
about  $1  billion  in  annual  revenues. 
His-AND-HER  JETS.  As  if  those  troubl^iH 
weren't  enough,  Riklis  is  also  about 
cede  control  of  the  Riviera  to  his  ere 
tors,  who  hold  $126  million  in  Rivie: 
debt.  According  to  the  terms  of  t 
bankruptcy  petition,  Riklis  will  lea: 
back  the  casino  from  them.  The  de: 
gives  him  an  option  to  buy  back  t 
Riviera  in  1995,  but  increased  compe 
tion  from  flashy  ne^v  hotel-casinos  m; 
make  that  a  long  shot.  "I've  already  lo: 
a  lot,"  says  Rikiis. 

Don't  feel  too  bad  for  Riklis,  thoug 
Throughout  his  career,  he  has  spun  o 
profitable  assets  to  his  own  private  cor 
panies  and  limited  partnerships.  A  Rikl 
partnership  owns  the  230-store  Sprinj 
field  Mall  in  northern  Virginia.  It's  90' 
leased — not  bad  in  a  recession.  And  h 
family  holding  company  owns  America 
Recreation  Corp.,  a  sporting-goods  con 
pany  he  says  will  earn  $7  million  th 
year.  And  Riklis  and  his  wife,  singer  P: 
Zadora,  can  still  afford  to  wing  aroun 
the  country  in  his-and-her  Lear  jets  an 
own  two  multimiillion-dollar  Beverl 
Hills  houses. 

But  the  financial  and  legal  toll  conti 
ues  to  pile  up.  One  big  headache:  a  clas 
action  filed  against  E-II,  which  Rikl 
purchased  in  1988.  The  suit  charges  thS^j 
Riklis  siphoned  funds  out  of  the  mam 
facturing  conglomerate  by  selling  piec( 
of  his  other  companies  to  E-II.  The  su 
also  alleges  that  Riklis  c 
erced  E-II  into  declaring 
$925  million  "dividend"  th; 
helped  him  pay  $950  millio 
for  E-II  in  the  first  place 

Riklis,  who  left  E-II  in  lal 
1990,  denies  the  charges.  Bi 
he  sounds  weary.  "I'm  68,"  \. 
says.  "Who  needs  all  of  th: 
stuff?"  The  dealmaker  fan 
ous  for  his  footwork  seems  t 
be  running  out  of  steps 

By  Ronald  Grover  in  Li 
Angeles,  with  Joseph  Weber 
Philadelphia  and  Peter  Kroui 
in  Yo)-k,  Pa. 


DATA:  COMPANY  REPORTS,  BW 
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;U  ONE-TWO  PUNCH 
lUTAIDS? 


A  SHORTAGE 
Of  BASIC  SKILLS 

To  hear  management  tell  it, 
rany  people  entering  the 
abor  force  simply  don't  have 
/vhat  it  takes.  Personnel  con- 
;ultant  Towers  Perrin,  in  a 
survey  of  360  companies  for 
he  National  Association  of 
Manufacturers,  learned  that 
•he  average  manufacturer 
screens  six  applicants  for 
svery  one  hired.  The  most 
oft-cited  reasons  for  rejection: 

WIU  ADAPT  POORLY  TO  WORK  ENVIRONMEMT 


^|ADiOUMy»^m|AND  WRITING  SKILLS 

Oj^^^^^LATION  SKILLS 
POOR  VERBAL  SKILLS 


FAILED  MEDICAL  OR  DRUG  TEST 

3  20  40 


PERCENT 

W:  NATIONAL  ASSOCIATION  OF  MANUFAQURERS,  TOWERS  PERRIN 


►  A  popular  anti-herpes  drug 
nay  extend  the  lives  of  aids 
'ictims.  That's  the  early  find- 
ng  of  a  study  involving  300 
VIDS  patients  in  Britain,  Ger- 
nany,  and  Australia.  The 
;tudy  was  designed  to  see  if 
icyclovir,  a  herpes  drug  mar- 
ceted  as  Zovirax,  could  help 
•elieve  a  painful  form  of  her- 
)es,  cytomegalovirus,  com- 
Tion  in  AIDS  patients.  But  re- 
searchers noted  something 
ilse.  Most  of  the  patients  also 
were  taking  AZT,  the  common 
mti-AlDS  drug.  Just  WA  of 
the  patients  taking  a  combina- 
tion of  AZT  and  acyclovir  died 
over  a  one-year  period,  vs. 
207'  of  those  taking  AZT  and  a 
placebo.  Dr.  Paul  Griffiths,  a 
London  virologist  who  co- 
headed  the  study,  cautions 
that  the  full  results  haven't 
been  analyzed.  Moreover,  the 
study's  findings  came  as  a 
surprise  to  some  U.  S.  re- 
searchers who  so  far  have  not 
found  acyclovir  to  be  useful  in 


treating  Hiv.  Nonetheless,  the 
stock  of  Wellcome,  the  Brit- 
ish-based company  that 
makes  both  drugs,  jumped 
W/'  on  the  news. 


POSNER  DUMPS 

A  PAIR  OF  PROBLEMS 


►  Victor  Posner  has  an  effec- 
tive way  of  dealing  with  oppo- 
sition inside  his  boardroom: 
He  votes  it  out.  At  the  Dec. 
27  annual  meeting  of  DWG, 
which  controls  Arby's  and  RC 
Cola,  Posner  took  aim  at  two 
longtime  directors,  William 
Pallot  and  Thomas  Prender- 
gast.  Posner,  DWG's  chairman, 
was  irked  that  the  two  had 
sided  with  three  court-ap- 
pointed directors  in  a  report 
that  criticized  him.  Posner 
voted  his  46.3%  stake  for  two 
replacements,  nephew  Martin 
Posner  and  the  Reverend  Pat- 
rick O'Neill.  The  meeting  was 
closed  to  reporters,  but  some 
people  who  attended  said 
Posner  was  blasted  for, 
among  other  things,  paying 
himself  and  members  of  his 
family  big  salaries. 


GRAY  DAYS 
AT  CRAY 


►  Has  Seymour  Cray  hit  the 
end  of  the  road?  The  future 
for  his  Cray  Computer  and 
his  superadvanced  Cray-3  su- 
percomputer looks  bleaker 
than  ever.  At  $30  million  a 
copy,  the  Cray-3  is  designed 


ART  ISN'T  USUALLY  SO  CONCRETE 


To  the  poet,  even  the  detritus  of 
everyday  life  is  the  stuff  of  art. 
Take  the  collages  by  Russian 
poet  Andrei  Voznesensky  now 
on  display  at  the  Sperone 
Westwater  gallery  in  New  York. 
Three  of  them  deal  with  the 
Keystone  Koup  that  led  to  the 
disintegration  of  the  Soviet 
Union.  To  make  them,  Voznesen- 
sky  gathered  asphalt  torn  loose 
by  the  tanks  that  had  surround- 
ed the  Russian  Parliament  building  in  the  early  hours  of  the 
attempted  overthrow.  "The  pavement  itself  is  history,"  says 
the  poet,  "and  I  didn't  want  it  to  disappear." 

Other  pieces  in  the  show  concern  daily  life  in  Moscow.  One 
collage  even  refers  to  Russia's  chaotic  economy.  In  that  piece, 
a  park  bench  is  surrounded  by  falling  leaves.  Look  more  close- 
ly and  you'll  see  that  those  aren't  just  any  leaves — they're 
formed  from  scraps  of  the  ever-falling  ruble.  "Your  readers 
should  appreciate  that,"  confides  the  poet. 


to  handle  16  billion  calcula- 
tions a  second.  Trouble  is, 
Cray  Computer's  only  custom- 
er, Lawrence  Livermore  Na- 
tional Laboratory,  on  Dec.  23 
canceled  its  order,  blaming 
delays.  The  company  insists  it 
still  can  get  its  first  full- 
blown, 16-processor  machine 
out  the  door  by  October.  This 
year,  bidding  will  open  for  su- 
percomputer sales  to  several 
government  operations,  in- 
cluding the  NASA/ Ames  Re- 
search Center  and  the  Nation- 
al Oceanic  &  Atmospheric 
Administration.  Cray  Comput- 
er will  need  working  hard- 
ware just  to  compete  in  what 
could  be  Seymour  Cray's  last 
stand. 


ZALE  FIGHTS  TO  STAY 
OUT  OF  HOCK 


►  Stung  by  poor  Christmas 
sales,  mounting  losses,  and 
heavy  debt,  Zale  has  resolved 
to  remake  itself  in  1992.  It's 
shutting  400  of  its  2,000  retail 
jewelry  stores  and  slimming 
down  its  headquarters.  The 
world's  largest  retail  jewelry 
chain  also  has  halted  pay- 
ments to  banks,  bondholders, 
and  suppliers.  The  move  could 
force  Zale  into  bankruptcy,  as 
at  least  one  bondholder  has 
threatened  to  file  an  involun- 
tary petition.  Zale  already  is 
late  on  a  $52  million  interest 
payment. 


AMERICAN  AIRLINES 
SWINGS  THE  AX 


►  With  expenses  rising  and 
losses  mounting,  American 
Airlines  plans  to  cut  about 
1,250  U.  S.  jobs  in  early  Feb- 
ruary. It  now  employs  97,000 
worldwide.  Parent  AMR,  esti- 
mated to  have  lost  more  than 
$215  million  in  1991,  recently 
said  it  would  slash  $8  billion 
from  capital  spending  over 
the  next  four  years.  The  cuts 
will  hit  mostly  gate  agents, 
baggage  handlers,  and  other 
ground  workers. 
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NEW  COMMERCE  CHIEF 
SN'T  EXACTLY  A  TRADE  HAWK 


I  e  goes  to  a  suburban  shopping  mall  to  buy  a  few  pairs 
of  socks.  He  strides  into  a  working-class  bar  in  Bee- 
I  ville,  Tex.,  for  a  beer  and  some  small-town  gossip.  Just 
efore  a  12-day  Asian  tour,  he  starts  spouting  the  get-tough 
letoric  of  Democratic  trade  hawks.  No  question,  George 
ush  has  waded  hip-deep  into  Presidential  election  symbolism. 
Another  case  in  point:  Bush's  appointment  of  business  con- 
ultant  Barbara  H.  Franklin  as  his  new  Commerce  Secretary. 
,  .t  the  Dec.  26  announcement,  the  President  borrowed  the 
lacho  language  of  Democratic  Japan  crit- 
;s,  calling  Franklin  a  "determined  advocate 
3r  free  and  fair  trade."  He  went  on  to 
escribe  Franklin — a  Republican  stalwart 
nown  more  for  her  ability  to  pry  campaign 
ollars  out  of  GOP  fat  cats  than  for  devotion 
3  aggressive  market-opening  measures — as 
n  advocate  for  a  "level  playing  field"  with 
apan  and  other  Asian  nations. 
The  tough  talk  sent  shivers  through  To- 
yo  (page  44).  And  it  has  raised  the  possibili- 
y  that  staunch  free-trader  Bush,  menaced 
y  the  stagnating  economy,  might  be  taking 
n  election-year  lurch  toward  protectionism, 
iut  despite  the  best  efforts  of  White  House 
pinmeisters,  there's  a  gulf  between  reality 
nd  the  latest  burst  of  Presidential  rhetoric. 
>NCE  BURNED.  That's  because  Franklin,  51,  a 
v-ell-regarded  Washington  management  con- 
ultant,  is  hardly  the  forceful,  foot-in-the  door  advocate  for 
J.  S.  exporters  that  Bush  described.  Franklin  was  tapped  in 
lart  because  of  her  three  terms  as  a  member  of  the  White 
iouse  Advisory  Committee  on  Trade  Policy  &  Negotiations. 
Tet  her  colleagues  say  she  gave  no  signs  of  espousing  a 
lawkish  line.  Says  Paul  E.  Lego,  chairman  and  chief  executive 
if  Westinghouse  Electric  Corp.,  where  Franklin  is  a  director: 
'She's  not  just  a  free-trader.  She's  a  strong  free-trader." 

Given  Franklin's  blue-chip  background,  she  is  not  about  to 
ibandon  her  free-market  beliefs.  She  sits  on  the  boards  of 


seven  major  U.  S.  corporations  and  travels  in  the  same  moder- 
ate GOP  circles  where  Bush  feels  most  comfortable.  Yet  at 
least  once  Franklin  has  been  burned  by  her  benign  view  of 
Japan.  When  she  graduated  from  Harvard  with  an  MB.^, 
Franklin  went  to  Singer  Co.  as  a  market  research  analyst  just 
as  the  Japanese  began  a  determined  push  to  grab  the  U.  S. 
sewing-machine  market.  Within  two  years,  she  recalls,  Japan 
had  won  a  607'  share. 
Despite  that  episode.  Franklin  is  expected  to  continue  to 
pursue  the  main  thrust  of  the  Administra- 
tion's trade  strategy,  which  focuses  on  plod- 
ding multilateral  trade  negotiations,  not  spe- 
cific market-access  measures.  Thanks  to  her 
political  savvy  and  Washington  connections. 
Franklin  will  at  least  start  the  job  with  an 
edge  over  her  predecessor,  Texas  oilman 
Robert  A.  Mosbacher.  Always  uncomfort- 
able in  Washington's  treacherous  bureau- 
cracy, Mosbacher  has  been  tapped  to  help 
direct  Bush's  reelection  campaign. 

While  Bush  steps  up  his  fair-trade  rheto- 
ric. Franklin  will  likely  stay  the  course  at 
Commerce.  White  House  aides  say  that, 
rather  than  envisioning  any  crowbar-wield- 
ing role  for  the  new  Commerce  chief,  they 
mostly  see  Franklin  as  a  traveling  cheer- 
leader on  the  GOP  circuit.  "We  expect  her  to 
be  a  real  activist,  promoting  business  in 
speeches  around  the  country,"  says  a  Bush  political  strategist. 

But  since  Franklin  seems  unlikely  to  use  a  bare-knuckle 
approach,  the  Administration  is  still  vulnerable  to  Democratic 
attacks.  She  may  dazzle  GOP  audiences  on  the  stump  with  her 
odes  to  American  knowhow.  But  with  Democrats  tapping  into 
a  deep  vein  of  resentment  over  the  issue  of  Japan's  trade 
practices,  somewhere  along  the  line  voters  may  notice  that 
while  the  President  has  decided  to  come  on  like  John  Wayne 
on  trade,  his  top  trade  officials  are  still  talking  laissez-faire. 

By  Paul  Maguusson  and  Douglas  Harbrecht 


CAPITAL  WRAPUP I 


LAWYERS 


The  Federal  Deposit  Insurance  Corp. 
has  come  under  fire  on  Capitol  Hill 
for  the  millions  it  has  spent  on  outside 
lawyers.  But  what  has  received  less 
attention  is  the  surprising  bang  the 
FDIC  is  getting  for  those  bucks.  During 
1990  and  the  first  three  quarters  of 
1991,  the  agency  spent  $150  million  for 
lawyers  who  sued  officers,  directors, 
and  advisers  of  failed  financial  institu- 
tions. The  cases  raked  in  $639  million  in 
awards.  Even  so,  the  congressional 
sniping  and  the  angry  letters  demand- 
ing that  the  FDIC  answer  some  tough 
questions  about  the  legal  bills  haven't 
abated.  "We  want  to  make  sure  some- 


one is  breathing  down  their  necks,"  de- 
clares one  senior  Democratic  House 
aide,  "because  they're  not  breathing 
down  the  necks  of  the  lawyers." 

PENSIONS  

I  usiness  groups  want  the  Treasury 
ko  rethink  pension  rules  slated  to 
take  effect  on  Jan.  1.  The  complex 
rules  are  supposed  to  make  sure  highly 
paid  employees  don't  get  a  dispropor- 
tionate share  of  benefits.  But  employ- 
ers gripe  that  to  prevent  discrimination 
against  lower-paid  workers,  companies 
would  have  to  alter  their  plans  con- 
stantly as  employees  come  and  go. 
Some  employers  would  drop  benefits 
altogether,  business  groups  warn. 


CONGRESS 


If  voters  want  to  throw  the  bums  off 
Capitol  Hill,  it  looks  as  though 
they'll  have  to  do  the  job  themselves. 
Political  analysts  had  expected  redis- 
tricting  and  a  wave  of  retirements  fos- 
tered by  new  campaign-finance  rules  to 
produce  massive  turnover  in  the 
House.  But  so  far,  only  20  House  mem- 
bers have  announced  plans  to  step 
down  when  their  current  terms  end. 
Meanwhile,  state  legislatures  are,  by 
and  large,  doing  their  usual  good  job 
of  drawing  new  district  lines  that  pro- 
tect incumbents.  Only  about  a  dozen 
members  can  expect  to  face  another 
incumbent  in  a  redrawn  district. 


^SHINGTON  OUTLOOK 
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If  development's  at  a  stui. 

In  two  or  three  years  your  company  will  have 
changed,  your  markets  will  be  different,  your  compet 
tors  will  he  using  new  tactics,  and  the  applications  yo 
needed  today  might  be  ready. 

So  it  goes  with  software  development.  Most 
large  projects  are  backed  up  so  long,  by  the  time  an  a] 
cation  is  new,  it's  old.  Worse,  it  may  not  even  be  what  \  onnl 
asked  tor  in  the  lirst  place. 

This  dilemma  is  anything  but  acceptable,  so 
IBM  has  launched  a  major  effort  to  speed  things  up. 
Working  w ith  leaders  in  CASE  technology  were  builc 
ing  a  new  framework  called  AD/Cycle  "  that's  giving  th 
entire  develo|)ment  cycle  something  it  never  had  befo 


ntiirr 


1,  how  fast  can  the  rest  of  your  business  go? 


brm  standards  for  streamlining  the  process  from 
t  to  finish. 

AD/Cyele  also  includes  a  host  of  new  tools,  both 
1  IBM  and  our  business  partners:  CASE  tools  tor 
;ning,  analysis  and  design,  languages,  generators, 
testing  and  maintenance  tools,  all  with  a  structure 
■oordinating  their  efforts. 

And  to  help  executives  and  programmers  think 
e  alike,  AD/Cycle  offers  advanced  methods  for  shar- 
information  so  that  everyone  can  work  on  the  same 
length,  so  the  end  product  will  be  right. 

Over  60  AD/Cycle  products  are  available  today, 
scores  of  CASE  vendors  have  signed  up  tor 


AD/Cycle.  Which  means  its  already  gaining  acceptance  as 
a  standard  for  application  development,  and  much  more 
is  on  the  way. 

Companies  like  Eastman  Kodak,  Phillips 
Petroleum,  USAA  and  Continuum  are  now  using 
AD/Cycle  tools  with  good  results.  Clearly,  the  sooner  you 
get  started  the  better,  and  there's  plenty  to  start  with  now. 

The  roots  of  todays  backlogs  are  many,  but  the 
biggest  culprits  have  been  a  lack  of  standards  and  direc- 
tion— the  very  ills  that  AD/Cycle  is  designed  to  cure. 

For  more  information  about    '  — ■•  jzz® 

our  growing  family  of  AD/Cycle  prod-    Z  =^  

ucts  call  1  800  IBM-CALL,  ext.  822.  ====  "  = 
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JAPAN  I 


HOW  MUCH  CAN  BUSH 
BRING  HOME? 


The  strains  in  the  U.S.-Japanese  relationship  will  tell  at  the  summit 


The  Japanese  cherish  their  week- 
long  New  Year's  break  more  than 
any  other  holiday.  It's  a  time  for 
family  visits,  dressing  up  in  kimonos, 
eating  such  traditional  delicacies  as  her- 
ring roe  and  rice-cake  soup,  and  making 
the  rounds  of  temples  and  shrines.  But 
many  officials  are  grimly  foregoing 
their  holiday  as  they  anxiously  prepare 
for  one  of  the  most  difficult  U.  S. -Japan 
summits  in  years. 

When  George  Bush  touches  down  in 
Osaka  on  Jan.  7  with  21  CEOs  of  major 
U.  S.  corporations,  including  Detroit's 
Big  Three,  he  has  one  purpose  in  mind — 
reelection.  After  hastily  canceling  an 
Asian  trip  last  November,  Bush  has  re- 
cast his  first  official  visit  to  Tokyo  as 
more  of  a  trade  mission,  to  suit  the  pre- 
vailing political  winds  at  home.  No  long- 
er do  you  hear  him  uttering  psalms  to 
free  trade  and  the  global  partnership  be- 
tween the  U.  S.  and  Japan.  "We  are  go- 
ing to  try  to  do  our  best  to  be  sure  that 
the  trade  is  fair  and  continuing  to  get 
fairer,"  says  the  new  Bush. 
'REPULSION.'  And  that  means  wringing 
as  many  economic  concessions  as  he  can 
from  Prime  Minister  Kiichi  Miyazawa's 
government  and  Japan's  private  sector. 
But  the  strategy  could  backfire  if  the 
Japanese,  angered  that  Bush  is  trying  to 
score  political  points  at 
their  expense,  dig  in.  "As 
for  the  U.  S.  relationship 
with  Japan,  the  trip  will 
clearly  be  a  minus,"  edito- 
rialized the  business  daily 
Nihon  Keizai.  "We  sus- 
pect that  a  majority  of  the 
Japanese  view  it  with  re- 
pulsion." Now,  the  fear  is 
growing  in  both  countries 
that  Bush  has  created  un- 
achievable expectations 
that  doom  the  summit  to 
failure.  That  could  cost 
Bush  dearly  in  the  political 
sweepstakes  back  home. 

Bush  has  put  the  auto 
issue  on  the  front  burner. 
With  good  reason.  Nearly 
three-fourths  of  199rs  bal- 


looning $43  billion  trade  deficit  with  Ja- 
pan stems  from  autos  and  auto  parts 
(chart).  While  Japan  exported  2.2  million 
vehicles  to  the  U.  S.  last  year,  it  bouglii 
a  paltry  32,000  American  autos,  inclutl- 
ing  those  made  in  Japanese-owned 
plants.  This  comes  at  a  time  when  Gen- 
eral Motors  Corp.  alone  has  decided  to 
lay  off  some  74,000  workers.  "General 
Motors  is  like  the  Stars  and  Stripes  to 
the  U.  S.,"  acknowledges  Miyazawa  in 
the  Japanese  press.  "I  can  imagine  how 
shocking  it  might  be  when  that  company 
is  beaten  by  Japanese  cars." 
NO  GUARANTEES.  But  Bush  needs  more 
than  empathy.  With  U.  S.  auto  execu- 
tives leaning  over  his  shoulder  at  high- 
level  meetings,  he'll  find  it  hard  to  get 
away  with  rhetoric  alone.  "He  can't  just 
take  all  those  major  industrialists  over 
there  and  come  back  with  nothing,"  says 
John  G.  Onto,  director  of  Georgetown 
University's  Center  for  International 
Business  &  Trade.  He  also  runs  the  risk 
that  Japan  critic  Lee  lacocca  might 
sound  off — and  further  offend  Tokyo. 

What  could  make  the  trip  a  stalemate 
for  Bush  is  that  Tokyo  is  less  inclined 
than  ever  to  knuckle  under  to  U.  S. 
grandstanding.  "The  mood  in  Japan  is 
not  one  where  the  leaders  are  saying: 
'We're  going  to  do  a  lot  to  help  Ameri- 


A  STALEMATE  COULD  HURT  BUSH  IN  NOVEMBER 


ca,'  "  says  Gerald  L.  Curtis,  director  o  oiircf 
Columbia  University's  Center  for  Easoto*' 
Asian  Studies.  "They  feel  the  probler  traiiii 
resides  in  the  U.  S."  im  t! 

So  it's  unlikely  the  Japanese  will  d'  xpori 
any  more  than  make  token  gestures  o;  .3iiii 
autos.  "If  we're  asked  to  guarantee  a:  lar ' 
increase  of  imported  cars  from  the  U.  S  ii 
we  can't,"  says  Noboru  Hatakeyama  i 
vice-minister  for  international  affairs  a  Mbt 
the  Ministry  of  International  Trade  iJionfc 
Industry.  "This  is  not  a  command  econc  WtEl 
my."  He  also  slams  the  door  on  U.  £  om 
demands  for  an  easing  of  emission  star  arma 
dards.  But  the  Japanes  lavel 
government  has  indicate(  % 
it  will  relax  certain  othe  tart 
standards,  such  as  requii  m\ 
ing  that  brakes  be  teste(  wiiij 
in  Japan  on  each  car.  aliq 
It  will  be  only  slightl;  iig  o] 
easier  to  increase  sales  o  iiislu 
U.S.  auto  parts  in  Japan  esei 
During  the  past  couple  o  Eve 
months,  at  MlTl's  behest  ecorc 
Japan's  carmakers  haviftrt 
announced  plans  to  almos  lesel 
double  their  purchases  o  inA 
U.  S.  parts,  to  $16.3  billion  ftle; 
by  the  fiscal  year  endinj 
in  March,  1995.  But  thi;  Kiiid 
will  include  parts  made  b;  as  p 
Japanese  suppliers  in  thi  if  J 
U.  S. 

Japanese  auto  industr  l«s|i 
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N  AUTOS, 


UNLIKELY  THAT 


JAPANESE  WILL 


E  MORE  THAN 


EN  GESTURES 


ources  also  say  MITI  is  pressuring  them 
3  lower  their  10-year-old  "voluntary  re- 
traint"  ceiling  on  exports  to  the  U.  S. 
lut  that  could  be  of  little  value  since 
xports  are  nowhere  near  the  ceiling  of 
.3  million.  For  the  fiscal  year  ending  in 
larch,  the  Japanese  expect  to  ship  1.7 
lillion  cars  to  the  U.  S.  Besides,  Japa- 
ese  Deputy  Foreign  Minister  Koji  Wa- 
anabe  insists  that  the  Bush  Administra- 
ion  has  made  no  such  requests. 
VATERED  DOWN.  Despite  Miyazawa's  ef- 
orts  to  win  concessions  from  Japan's 
armakers,  there's  reason  to  doubt  he'll 
lave  the  clout  to  follow  through  on  his 
iledges.  He  is  off  to  a  disappointing 
tart  as  Prime  Minister.  Miyazawa,  for 
xample,  failed  to  win  Diet  approval  ai- 
owing  Japan's  Self-Defense  Forces  to 
ake  part  in  U.  N. -sanctioned  peacekeep- 
ng  operations,  and  he  was  unable  to 
)ush  through  a  new  tax  to  pay  for  Japa- 
lese  international  contributions. 

Even  if  Miyazawa  had  a  better  track 
•ecord,  the  U.  S.  has  ruefully  learned 
)ver  the  years  that  promises  from  Japa- 
lese  leaders  are  one  thing  and  delivery 
mother.  To  compensate  for  the  likely 
nodest  breakthrough  in  cars,  Japan  ap- 
)ears  ready  to  make  other  concessions, 
ncluding  a  pledge  to  help  fund  Ameri- 
!a's  proposed  $8.2  billion  Superconduct- 
ng  Super  Collider,  which  many  Japa- 
lese  experts  disdain.  Another  gift  to 
Bush  could  be  better  market  access  for 


imported  paper,  glass,  and  computers. 

For  Bush,  the  trick  will  be  to  make 
small  concessions  look  like  a  watershed 
in  U.  S. -Japanese  relations.  Summiteers 
have  a  way  of  putting  a  positive  spin  on 
the  grimmest  of  meetings.  A  U.  S.  Presi- 
dent visiting  Japan's  beloved  ancient 
capital  of  Kyoto,  and  perhaps  even  play- 
ing tennis  with  the  Emperor  in  Tokyo, 
will  surely  score  a  few  points  with  the 
Japanese  public.  And  a  planned  Tokyo 
Declaration  will  loftily  proclaim  a  new 
era  of  cooperation  between  two  coun- 
tries that  need  fresh  reasons  for  their 
alliance. 

But  it's  a  second  document,  tentative- 
ly dubbed  the  Action  Program,  that  will 
draw  the  closest  attention.  It  will  most 
likely  include  pledges  by  Bush  and 
Miyazawa  to  work  together  on  such 
global  issues  as  the  environment,  arms 
control,  AIDS,  illegal  drugs,  and  refugee 
relief.  Japan  will  probably  also  agree  to 
chair  the  economic  session  of  the  third 
round  of  Middle  East  peace  talks  in  Mos- 
cow in  late  January.  And  the  document 
will  reassert  the  importance  of  continu- 
ing the  mutual  security  treaty. 
VICTORIES.  In  the  end,  what's  most  im- 
portant to  Bush  is  the  appearance  of 
having  accomplished  something.  "This  is 
not  a  trip  for  the  Asians,"  says  Ronald 
A.  Morse,  president  of  the  consulting 
firm  Annapolis  International.  "It's  a  vis- 
it for  the  media  back  home." 


Bush  will  get 
mixed  reviews  in  his 
visits  to  three  other 
countries  in  the  re- 
gion. In  Sydney,  his 
first  stop,  Bush  is 
likely  to  face  criti- 
cism over  exporting 
subsidized  U.  S. 
wheat.  Then  in  Singa- 
pore, he'll  discuss  of- 
fers to  open  new  mili- 
tary bases,  now  that 
the  U.  S.  will  be  clos- 
ing its  facilities  at 
Subic  Bay  in  the  Phil- 
ippines. In  Seoul,  he 
will  press  for  further 
liberalization  of  the 
Korean  market,  par- 
ticularly in  telecom- 
munications, agricul- 
ture, and  finance. 

Overall,  Bush  will 
be  seeking  to  shore 
up  relations  in  a  sta- 
ble region  that  he 
has  taken  for  grant- 
ed. While  he  has  de- 
voted attention  to 
such  hot  spots  as  the 
former  Soviet  Union 
and  the  Middle  East, 
Asian  powerhouses  have  been  booming, 
with  annual  growth  rates  as  high  as 
"Only  5  or  10  years  ago  it  was  said  that 
if  the  U.  S.  sneezed,  Asia  would  catch 
pneumonia,"  says  Burton  Levin,  former 
U.  S.  consul  general  in  Hong  Kong  and 
now  director  of  the  Asia  Society's  Hong 
Kong  Center.  "Now  the  U.  S.  has  pneu- 
monia and  these  countries  are  hardly 
sneezing." 

But  the  key  test  is  Japan,  the  final 
stop.  With  the  emphasis  on  opening  up 
markets,  the  President  will  pay  visits  to 
a  Toys  'R'  Us  store  in  Nara  as  well  as 
the  Eastman  Kodak  Research  Center  in 
Yokohama  for  a  demonstration  of  high- 
definition  television.  And  there  are  plans 
for  Detroit's  Big  Three  and  Tokyo's  Top 
Five — Toyota,  Nissan,  Honda,  Mitsubi- 
shi, and  Mazda — to  hold  an  hour-long 
meeting  that  Tokyo  sources  say  will  be 
long  on  symbolism  and  short  on  sub- 
stance. 

But  even  if  Bush  returns  clutching  a 
passel  of  purchasing  orders  from  Tokyo, 
the  victory  would  be  only  fleeting.  Un- 
less the  U.  S.  economy  picks  up,  no 
amount  of  trade  concessions  by  Japa- 
nese leaders  will  make  up  for  the  rising 
jobless  rate  at  home.  And  upon  his  re- 
turn, the  Democrats  are  certain  to  point 
that  out. 

Bij  Robert  Neff  in  Tokyo,  with  Paul 
Magnusson  and  Douglas  Harbrecht  in 
Washington 
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EUROPE  I 


DEPENDENT  ON  SATELLITES  AND  CABLE,  MAC  WOULD  REACH  FEWER  SETS  THAN  DIGITAL  SYSTEMS 


HDTV:  EUROPE  MAY  ALREADY  BE 
AN  ALSO-RAN 


With  the  EC's  MAC  standard  in  flanies,  overseas  alliances  are  likely 


The  crafty  scheme  was  supposed  to 
be  a  stunning  show  of  what  a  little 
coordination — and  $1.2  billion  in 
European  Community  research  funds — 
could  achieve.  To  head  off  threatened 
Japanese  domination  of  high-definition 
TV,  Europe's  consumer  electronics  king- 
pins Thomson  and  Philips  Electronics 
whipped  up  a  rival  system,  dubbed  MAC, 
for  transmitting  razor-sharp  HDTV  pic- 
tures via  satellites.  The  EC  quickly  de- 
clared MAC  as  its  standard,  and  Europe 
was  all  set  to  hold  its  own  against  the 
Japanese.  That  was  five  years  ago. 

Today,  Eurojje's  grand  plan  for  HDTV 
is  suddenly  fizzling.  At  stake  is  no  less 
than  most  of  Europe's  $42  billion  con- 
sumer electronics  market — and  a  good 
chunk  of  its  semiconductor  and  other 
component  businesses.  Any  setback 
would  further  dim  Europe's  hopes  of  go- 
ing head-to-head  with  the  U.  S.  and  Ja- 
pan as  a  high-technology  powerhouse. 
"If  Europe  resigns  all  ambitions  in  this 
field,  it's  the  beginning  of  the  end,"  wor- 
ries Jean-Philippe  Lecat,  an  official  at 
Thomson  Consumer  Electronics  in  Paris. 
NO  CLEARER.  Europe's  HDTV  strategy 
just  couldn't  be  enforced.  Introduced  in 
1991,  the  first  generation  of  MAC  TVs  has 
ordinary  picture  quality  but  snazzy,  cine- 
ma-like screens.  They  were  to  soften  up 
consumers  for  full-blown  HDTVs  later  in 


the  decade.  But  even  the  most  zealous 
EC  industrial-policy  makers  didn't  count 
on  the  level  of  resistance  from  obstinate 
satellite  broadcasters  even  as  technologi- 
cal advances  threatened  to  make  MAC 
obsolete.  On  Dec.  19,  the  EC  threw  in  the 
towel  on  the  controversial  MAC  standard. 
"MAC  is  a  dead  duck,"  declares  Dermot 
Nolan,  a  media  adviser  at  Coopers  & 
Lybrand  Deloitte  in  London. 

In  a  last-ditch  bid  to  save  MAC,  EC 
Technology  Commissioner  Filippo  Pan- 
dolfi  hopes  to  wrangle  $1.3  billion  from 
the  EC  by  next  spring.  MAC's  biggest  op- 
position has  come  from  Rupert  Mur- 
doch's British  Sky  Broadcasting  Ltd. 
and  other  fledgling  satellite  TV  compa- 
nies. They  have  balked  at  spending  huge 
amounts  to  switch  their  programming 
over  to  the  MAC  standard.  Pandolfi 
wants  to  use  EC  money  to  subsidize  pro- 
gram conversion. 

But  the  effort  has  little  chance.  The 


'Europe  has  to  make  sure 
it  has  something  left 
to  bring  to  the  table,' 
says  a  Thomson  official 


spending  requires  approval  from  all  12 
EC  members,  and  many  are  increasingly 
wary  of  throwing  good  money  after  bad. 
That's  especially  true  in  light  of  rapid 
U.  S.  progress  in  digital  transmission 
technology.  This  more  advanced  system 
is  capable  of  reaching  the  majority  of 
Europe's  133  million  homes  that  receive 
TV  by  terrestrial  signals.  MAC,  which  can 
be  transmitted  only  via  satellites  and  ca 
ble,  would  reach  a  much  smaller  audi- 
ence. "There's  no  point  binding  our- 
selves to  one  system  when  a  better  one 
will  come  along,"  says  British  Corporate 
Affairs  Minister  John  Redwood. 
GLOBAL  PACTS.  If  the  subsidy  route 
doesn't  work,  Europe's  options  then  be 
come  far  more  painful.  Thomson  and 
Philips  have  gained  valuable  digital  ex- 
perience as  part  of  a  consortium  compet- 
ing against  AT&T,  Zenith,  General  Instru- 
ment, and  Massachusetts  Institute  of 
Technology  on  a  digital  standard  for  the 
U.  S.  market.  The  U.  S.  will  make  its 
choice  in  1993.  That  research,  or  a  half 
dozen  other  European  digital  projects 
could  form  the  basis  for  a  future  Euro- 
pean standard.  But  Thomson  and  Phil 
ips,  desperate  to  recoup  some  of  the 
nearly  $2  billion  already  plowed  into  MAC 
research,  wouldn't  reap  revenues  for 
years.  As  another  possibility,  Philips  and 
German  broadcasters  are  working  hard 
to  adapt  the  current  European  terrestri- 
al broadcast  standard  to  carry  wide-for- 
mat pictures.  But  the  technology  won't 
be  ready  before  1995. 

The  gloomy  European  picture  is  hard 
ly  cause  for  celebration  abroad.  Japan's 
own  Hi-Vision  system,  stuck  with  old 
technology  similar  to  MAC,  risks  being 
swamped  by  digital  advances,  too.  Nor 
will  America's  success  in  digital  win 
back  much  of  its  lost  TV-manufacturing 
business.  The  standard  picked  by  the 
U.  S.  will  be  quickly  licensed  by  Thorn 
son  and  Philips,  which  together  control  ; 
third  of  the  U.  S.  market,  as  well  as  b> 
Japanese  rivals  who  have  a  hanimerloc^ 
on  screen,  video-recording,  and  other 
critical  HDTV  technologies. 

The  upshot  is  likely  to  be  a  series  o] 
alliances  as  each  of  the  three  trade  blocs 
neutralizes  the  others'  advantages.  Al 
ready,  Texas  Instruments  has  joinec 
forces  with  Sony,  Fujitsu,  and  Hitachi  tc 
develop  HDTV  chips.  And  the  French  anc 
Japanese  governments  recently  agreec 
to  develop  technology  that  converts  eaci 
side's  HDTV  programs  to  run  over  th( 
other's  system.  As  the  bargaining  heat? 
up,  "Europe  has  to  make  sure  it  has 
something  left  to  bring  to  the  table,' 
says  Thomson's  Lecat.  Unfortunately 
Europe's  stack  of  chips  seems  to  dwin 
die  with  every  passing  day. 

By  Jonathan  B.  Levine  in  Paris,  with 
Neil  Gross  in  Tokijo 
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Even  the  strangest  birds  are  packaging  experts. 


Ampules  and  egg  shells 
both  serve  to  protect  their 
precious  contents.  Both 
have  to  open  easily,  and 
both  come  in  a  variety  of 
colors  and  shapes. 


A 


i 


Eggs  all  have  a  common  pur- 
pose —  to  protect  their  precious 
contents.  Their  calcium  shells 
form  a  perfect,  sturdy  package  to 
shield  baby  chicks,  yet  they  are 
easily  opened  when  the  time  is 
right.  On  the  other  hand,  their 
colors  and  shapes  vary  to  suit 
the  bird's  environment. 

 Ampules,    made  from 

Schott  neutral  glass,  also  do  a 
perfect  job  of  protecting  the 
liquid  medications  they  contain. 

 With  non-porous,  neutral 

glass  ampules  the  medications 
remain  stable.  This  in  turn  en- 
sures a  longer  shelf  life. 

 And   they   couldn't  be 

easier  to  ooen.  Built-in  snao-off 


points  are  electronically  micro- 
scratched  on  the  neck  of  the 
ampule  with  an  accuracy  of 
4/100,000  of  an  inch.  The  neck 
breaks  off  quickly  and  cleanly. 

 Ampules  vary  in  shape 

and  color  according  to  their  use. 
For  example,  light-sensitive  drugs 
are  packaged  in  protective 
brown  glass.  Double-neck  ver- 
sions are  available  for  oral  use. 
A  blue  line  identifies  quality  in- 
jection ampules  made  from 
Schott  neutral  glass. 

 Special  glass  ampules 

are  just  one  example  of  how 
Schott's  innovative  development 
responds  to  specific  needs.  In 
today's  world,  soecial  class  helos 


keep  technology  advancing. 

 Schott  worldwide:  50,000 

products,  50  production  facil- 
ities, represented  in  more  than 
100  countries,  with  over  $  1.5  bil- 
lion in  sales. 

 Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 

  Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  B  35,  3  Odell  Plaza, 
Yonkers,  NY  10701. 

SCHOTT 

Nobodv  knows  more  about  alass. 


It  might  be  an  extra  pillow.  Or  a  lightly  scented  hot  towel.  Maybe  it's  the  Independent  Television  News  beamed  daily 
via  satellite  from  London.  AH  little  things.  But  while  we  operate  the  youngest,  most  modem  fleet  around  the  world, 
we've  never  forgotten  how  important  those  little  things  can  be.  Singapore  Airlines  flies  to  over  60  cities  across 

A  great  way  to  fly 

5  continents  with  a  standard  of  inflight  service  even  other  airlines  talk  about.  SIHGAPORE  AIRLIHES 


nternational  Outloo 


EDITED  BY  STANLEY  REED 


HOW  lONG  CAN  YELTSIN 
HOLD  IT  ALL  TOGETHER? 


In  a  stunning  bloodless  coup,  the  new  Commonwealth  of 
Independent  States  dealt  the  final  blow  to  the  Soviet 
Union's  central  government  and  prompted  Mikhail  Gorba- 
chev's resignation  on  Christmas  day.  But  even  as  history  was 
jeing  made,  jaded  Moscovites  were  already  betting  that  the 
lew  confederation  won't  last  beyond  the  first  day  of  spring. 

Indeed,  the  new  confederation  faces  deep,  if  not  insurmount- 
ible,  problems.  Chief  among  them  will  be  reconciling  the  dis- 
parate nationalities  and  varying  economic  clout  of  its  11  mem- 
jers.  The  commonwealth  will  inevitably  be  dominated  by 
Russia,  which  has  half  the  former  superpower's  people  and 
Tiost  of  its  resources  and  industrial  base.  But  other  republics, 
ispecially  Ukraine,  are  deeply  suspicious  of  Russian  inten- 
;ions — for  good  reason.  For  nearly  two  centuries,  most  were 
aart  of  a  Russian  empire  held  together  at  gunpoint  by  either 
:zars  or  Communists.  Now,  only  the  flimsy  glue  of  the  com- 
Tionwealth  binds  them.  "I  give  the  commonwealth  half  a  year, 
n  the  best  case,"  says  Sergey  A.  Vasiliev,  a  member  of 
5feltsin's  economic  team. 

Many  analysts  think  the  remnants  of  the  former  Soviet 
Union  will  eventually  realign 
:heraselves  in  more  logical  eco- 
nomic and  political  patterns. 
Byelorussia  may  find  a  natural 
illy  in  Poland.  Central  Asian 
republics  could  be  drawn  to- 
svard  successful  Islamic  mod- 
sis  such  as  Turkey.  Further 
iast,  Kazakhstan  has  even 
isked  Moscow's  erstwhile 
irchenemy,  China,  for  econom- 
ic advice.  What's  more,  Russia 
;tself  could  be  torn  apart  if  eth- 
nic regions  such  as  Tatarstan, 
3r  oil-rich  parts  of  Western  Si- 
beria, demand  independence. 

Russia  may  soon  have  little 
reason  to  cater  to  its  neigh- 
bors. "The  moment  Russia  moves  to  world-market  prices,  the 
economic  incentives  for  some  kind  of  cooperation  will  decline," 
says  Jan  Vanous  of  PlanEcon  Inc.,  a  Washington  consulting 
firm.  But  if  Russia  goes  it  alone,  then  the  rest  of  the  world 
will  have  to  cope  with  a  grab  bag  of  unpredictable  little 
countries — some  of  them  with  nuclear  weapons  and  huge 
stockpiles  of  tanks  and  artillery.  And  if  the  commonwealth 
breaks  up,  the  agreement  for  a  unified  command  of  nuclear 
weapons  reached  in  Minsk  on  Dec.  30  could  be  in  jeopardy. 
raiN  VENEER.  If  the  commonwealth  does  succeed,  it  could  be  a 
useful  vehicle  for  smoothing  economic  reform.  The  11  mem- 
bers all  share  a  common  history  of  central  planning,  and  their 
close  cooperation  would  make  the  change  to  a  market  economy 
less  painful. 

The  key  to  its  chances  is  whether  Yeltsin  can  overcome 
other  republics'  suspicions  of  Russia  and  whether  he  can  im- 
prove living  standards  quickly.  For  reforms  to  forge  ahead,  he 
has  to  persuade  fellow  leaders  to  go  along  with  a  set  of 
coordinated  measures,  such  as  synchronized  price  rises,  mobil- 
ity of  labor,  a  free-trade  system,  and  a  unified  monetary 
policy.  But  his  haste  in  seizing  control  of  the  former  Soviet 


apparatus  and  his  blunt  manner  already  seem  to  be  destroying 
the  thin  veneer  of  trust. 

A  major  test  of  Yeltsin's  clout  will  come  soon,  after  he  frees 
most  prices  in  Russia  in  an  effort  to  fill  up  empty  stores. 
Ukraine  and  Byelorussia  had  planned  simultaneous  price 
hikes.  But  Ukrainian  officials  claim  they  haven't  received 
enough  rubles  from  Russia,  which  now  controls  all  printing  of 
money,  to  handle  demand  once  prices  are  liberalized.  Even  so, 
Byelorussia  and  Ukraine  eventually  are  expected  to  follow  the 
price  hikes.  Most  Central  Asian  members  are  loath  to  increase 
prices,  saying  their  people  are  too  poor. 
MINTING  IT.  As  Yeltsin  pushes  on,  he  could  force  others  into 
faster  reforms.  "If  they  don't  follow  the  Russian  example," 
predicts  Gabriel  Schoenfeld  of  the  Center  for  Strategic  & 
International  Studies  in  Washington,  "they'll  be  in  serious 
trouble."  But  Yeltsin's  move  could  also  trigger  a  backlash  of 
bans  on  exports  to  Russia,  to  keep  its  prices  from  sucking  in 
other  republics'  goods,  hastening  the  commonwealth's  demise. 

Pricing  is  not  the  only  potential  sticking  point.  The  common- 
wealth plan  to  adopt  a  single  currency,  administered  by  a 

Federal  Reserve-style  central- 
bank  system,  could  hit  some 
rough  weather.  In  any  new 
central-bank  setup,  Russia  in- 
sists that  voting  power  on 
monetary  policy  reflect  its 
larger  economic  clout.  By  con- 
trast, most  other  republics 
want  a  one-state,  one-vote  sys- 
tem. Most  worrying,  Ukraine 
wants  its  own  independent  cen- 
tral bank  and  has  refused  to 
abandon  plans  to  introduce  its 
own  currency,  the  grivna,  by 
midsummer.  If  other  republics 
introduce  new  currencies,  bil- 
lions of  nearly  worthless  ru- 
bles could  flow  to  Russia,  exac- 
erbating hyperinflation — which  is  now  pegged  at  W'  a  week. 

Adding  to  the  tensions  will  be  the  hundreds  of  thousands  of 
jobs  lost  as  market  reforms  shut  down  obsolete  factories.  In 
theory,  workers  would  be  able  to  migrate  freely  within  the 
commonwealth,  pursuing  jobs.  But  in  reality,  migrations  are 
likely  to  be  hobbled  by  severe  housing  shortages  and  intense 
racial  prejudice.  Desirable  Russian  cities  such  as  Moscow  and 
St.  Petersburg,  for  example,  have  no  intention  of  giving  up  the 
propiska  system,  which  limits  residency.  If  migrants  from 
poorer  republics  manage  to  penetrate  these  cities,  they  may 
get  a  chilly  if  not  violent  reception  from  residents,  touching 
off  more  nationalist  strife.  But  if  the  new  commonwealth 
restricts  free  movement,  it  will  risk  sanctions  from  Western 
countries  on  human-rights  grounds. 

While  the  West  would  prefer  a  viable  commonwealth  to  deal 
with  on  nuclear  and  diplomatic  matters,  the  best  it  may  be 
able  to  get  is  a  short-lived  transitional  arrangement.  But  if  it 
does  hang  together,  the  payoffs  to  the  people  of  the  former 
Soviet  Union  will  be  considerable. 

By  Deborah  Stead  in  Moscoiv,  Peter  Gahiszka  in  New  York,  and 
Amy  Borrus  in  Washington 
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THIS  ISN'T 
THE  LAST  TIME 
WE'LL  BE 
FIRST 


Now,  Chemical  Banking  Corjioration  and  Manufacturers 
Hanover  Corporation  are  one. 

The  new  holding  company  is  Chemical  Banking 
Corporation,  witii  $139  billion  in  assets  and  $7.3  billion  in 
shareholders'  equity.  Few  competitors  exceed  our  capital  strengtl 
which  we  will  continue  to  build.  Our  financial  strength  and 
staying  power  are  beyond  doubt. 

We  were  die  first  money-center  institutions  to  see  die 
future  and  act  on  it,  creating  die  kind  of  broad-based  financial 
services  company  our  customers  need  and  the  markets  demand  ii 
the  1990's  and  beyond.  In  addition  to  Manufacturers  Hanover 
Trust  Company  and  Chemical  Bank,  our  new  organization 
includes  Chemical  Bank  New  Jersey  and  Texas  Commerce 
Bancshares,  leading  institutions  in  dieir  regions. 

The  new  Chemical  Banking  Corporation  is  already  first  ir 
key  regional,  national  and  global  markets. 

We  are  number  one  for  individuals  and  small  and  medium 
sized  businesses  in  New  York,  New  Jersey  arid  Connecticut,  widi 
50%  more  branches  than  our  nearest  competitor. 

Through  Texas  Commerce  we  are  die  number  one  bank  t( 
Texas  business. 

Nationally  we  rank  first  in  primary  banking  relationships 
widi  American  corporations. 

Globally,  our  combined  capabilities  have  propelled  us  to  d 
top-tier  ranking  in  international  credit  and  capital  markets. 

In  operating  services  such  as  cash  management,  global 
securities  and  corporate  trust,  no  other  institution  will  have  more 
customers  or  so  broad  a  range  of  high-tech  product  ofi:'erings. 

Our  merger  also  serves  as  the  model  for  an  industry; 
odier  financial  institutions  are  now  following  our  lead,  and  die 
consolidations  needed  to  revitalize  American  banking  are  under 
way  countrywide. 

As  our  customers  and  competitors  will  soon  learn,  this  is 
not  die  last  time  we'll  be  first. 

^  Chemical 

©  1992  Chemical  Banking  Corporation  Member  FDIC 


BY  GARY  WEISS 


IT'S  GETTING  COZIER 
UNDER  THIS  MUNI 
SECURITY  BLANKET 


With  the  economy  reeling,  fed- 
eral aid  reduced,  and  costs 
still  rising,  state  and  local 
govermnents  have  rarely  faced  quite 
so  much  malaise.  An  odd  time  to  buy 
into  a  municipal  bond  insurer?  Not  in 
tlie  view  of  New  York  money  manager 
A.  R.  Schmeidler.  Despite  the  distress 
being  suffered  by  localities  every- 
where, Schmeidler  has  been  buying  the 
shares  of  the  top  muni  insurer,  MBL-V, 
the  parent  of  Municipal  Bond  Investors 
Assurance.  "It's  an  earnings  story  and 
an  interest  rate  story,"  says 
Schmeidler  analyst  Stuart  Crane. 

Of  all  the  factors  that  influence 
mbia's  earnings — which  have  gained 
steadily  since  the  firm  was  founded 
five  years  ago — none  is  more  crucial 
than  investor  nervousness  about  local 
government  finance.  Schmeidler  is 
hardly  betting  on  a  revival  of  munici- 
pal fortunes.  On  the  contrary.  Crane 
expects  that  localities  will  be  under 
even  greater  pressure  to  insure  their 
issues  to  lure  buyers. 

MBIA  and  other  insurers  provide  an 
unconditional  guarantee  of  payment, 
thereby  soothing  the  worries  of  inves- 
tors— the  all-important  retail  trade  in 
particular — and  reducing  borrowing 
costs.  Some  '319<  of  all  new  muni  issues 
are  insured,  and  MBI.A  is  the  largest 
company  that  provides  this  security 
blanket,  with  about  36%  of  the  insured- 
muni  market. 

EARNINGS  BOOST.  That  solid  market 
sliare  puts  MBI.A  in  an  ideal  position  to 
savor  the  fruits  of  the  reduction  in  in- 
terest rates  brought  about  by  the 
Fed's  recent  cut  in  the  discount  rate. 
Municipalities  are  expected  to  latch  on 
to  lower  rates  by  calling  in  their  bonds 
and  refinancing  at  the  new  low  rates — 
a  process  that  will  give  mbia's  earn- 
ings a  boost.  The  insurance  premiums 
are  paid  up  front,  but  they  are  put  into 
a  reserve  by  MBIA  and  moved  into  earn- 
ings over  the  life  of  the  bond  issue. 
When  a  bond  is  redeemed  before  matu- 
rity, the  entire  amount  remaining  in 
the  reserve  is  unloaded  into  earnings. 

Bond  redemptions  are  running  at 
about  twice  the  rate  of  a  year  ago  and 
now  comprise  about  7%  of  the  firm's 
earnings.  Crane  estimates  that  the 
earnings  contribution  from  bond  re- 
demptions should  double  again  in  the 


MBIA  IS  STILL 
ON  A  ROLL 


DEC.  30 


DATA  BRIDGE  INFORMATION  SYSTEMS  INC, 


year  ahead,  growing  to  15%  as  rates 
decline  and  redemptions  grow.  Crane 
expects  1992  earnings  to  weigh  in  at 
$4.25  a  share,  vs.  $3.70  or  so  for  1991. 
The  stock  now  fetches  about  $47  a 
share,  and  a  price-earnings  multiple  of 
15  would  send  the  shares  climbing  to 
$60  over  the  coming  year. 


IS  LOTUS  IN 

A  BETTER  POSITION? 


Lotus  Development  has  had  more 
than  its  share  of  troubles  during 
the  past  year.  The  Cambridge 
(Mass.)  company  is  a  leading  manufac- 
turer of  personal-computer  software, 
notably  the  best-selling  Lotus  1-2-3 
spreadsheet,  but  its  franchise  has  come 
under  a  sustained  attack  from  Micro- 
soft and  Borland  International.  Lotus' 
share  of  the  spreadsheet  market  is  on 
the  wane,  and  investors  have  taken  the 
hint:  Share  prices,  which  reached  as 
high  as  $40  in  August,  have  declined 
almost  507f  since  then,  and  the  Street 
remains  gloomy. 

But  those  worries  don't  faze  New 
York-based  money  manager  Mark 
Tincher,  who  runs  U.  S.  equity  portfo- 
lios for  Chase  Manhattan's  private 
banking  group.  Tincher  is  convinced 
that  Lotus  is  on  the  comeback  trail, 
and  he  is  snapping  up  shares  at  what 
he  believes  are  bargain  prices.  He 
notes  that  the  company  is  cutting  costs 
dramatically,  recently  announcing  a 
layoff  of  107c  of  its  employees.  Lotus  is 
diversifying  into  word  processing  and 
local-area  network  software,  and  also 
is  launching  variations  on  its  spread- 
sheet software  by  introducing  products 
that  can  be  used  on  the  Apple  Macin- 


tosh and  PCs  that  employ  Microsoft's 
Windows  software.  "We  feel  that  mar- 
ket share  has  stabilized  and  that  mon- 
ey flow  has  turned  positive,"  says 
Tincher. 

Tincher  believes  that  the  company's 
shares,  currently  trading  at  about  24, 
are  significantly  undervalued  because 
of  the  potential  for  earnings  growth. 
He  expects  that  profits,  which  are  ex- 
pected to  reach  about  $1.50  a  share  in 
1991,  should  climb  to  $2.30  this  year. 
He  feels  the  company's  stock  should 
regain  the  ground  that  it  lost  this 
year — and  then  some. 


TAKE  MY  HEALTH 
PLAN— PLEASE 


One  of  the  hottest  trends  in 
health  care  nowadays  is  the 
"carve-out."  That  has  nothing 
necessarily  to  do  with  surgery,  but 
rather  with  subcontracting.  "They  go 
to  the  employer  and  say:  'Give  me  your 
employee  mental  health  plan,  and  we'll 
manage  it,'  "  says  C.  Beth  Cotner,  who 
runs  the  Kemper  Summit  fund.  Cotner 
has  been  accumulating  the  shares  of 
one  such  "carve-out"  company.  Value 
Health  in  Avon,  Conn. 

The  company's  largest  client  is  the 
state  of  New  York.  The  state  recently 
awarded  its  mental  health  and  sub- 
stance-abuse services  contract  for  state 
employees  to  Value  Health's  subsid- 
iary, American  PsychManagement, 
which  will  work  as  a  subcontractor  to 
Metropolitan  Life  Insurance.  Value 
Health  also  manages  mental  health 
plans,  prescription  drug  plans,  and  po- 
diatric  services  for  such  big-name  out- 
fits as  Southland,  ncnb,  Monsanto,  and 
TRW.  The  company  will  take  on  19  new 
mental-health  accounts  during  1992. 

Value  Health  went  public  only  this 
past  April.  It  recorded  just  $5.2  million 
in  earnings  from  $107  million  in  reve- 
nues for  the  first  nine  months  of  the 
year.  But  despite  its  relatively  small 
size,  it  serves  a  total  of  17  million 
employees. 

Value  Health  stock  has  risen  over 
50%  in  its  short  life  span  and  is  cur- 
rently selling  at  about  27,  which  is  al- 
most 50  times  projected  1991  earnings 
of  59(t  a  share.  However,  Cotner  pre- 
dicts that  the  company's  earnings 
should  rise  to  78$  a  share  in  1992  and 
$1.08  in  1993.  If  those  numbers  are 
anywhere  near  the  mark,  the  compa- 
r.y's  price-earnings  multiple  should  re- 
main at  least  as  lofty — and  its  share 
price  can  be  counted  on  to  rise  in  tan- 
dem with  its  earnings. 
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FINANCE 


Who  better  to  bring  you 
a  portable  Cellular 
Workstation  than  NECt 

After  all.  we  invented 
the  notebook  PC 
And  we're  a  leader  in 
fax  machines  and 
hand-held  cellular 
technology 


Our  notebook  PC,  cellular  phone, 
and  fax  have  revolutionized 
business.  Again. 

Introducing  the  new  UltraLite*  Cellular  Workstation.  A  high-performance  notebook 
computer  with  an  internal  fax  modem  and  a  state-of-the-art  cellular  phone.  All  made  by 
NEC.  All  in  one  convenient  leather  attache.  To  meet  all  your  business  needs.  Anywhere! 

The  powerful  UltraLite  SX/20  comes  ready  to  run,  loaded  with  MS-DOS'  and  all 
the  data  communications  software  you  need.  So  you  can  send  and  receive  faxes, 
read  and  reply  to  E-mail,  query  data  bases  or  retrieve  important  files.  And  with  the 
compact  cellular  phone  you're  never  out  of  reach  of  the  office  or  clients. 

NEC's  unsurpassed  notebook  and  cellular  technology  have  been  combined  in  a  revolu- 
tionary total  portable  communications  solution.  Now  there  really  are  no  limits  to 
how  far  your  business  can  go.  For  more  information,  call  1-800-NEC-INFO. 


Because  ^  is  the  way  you  want  to  go. 


NEC 


Computers  and  Communications 


The  language  may  be  difficult. 

The  food  may  be  different. 

The  cu.stoms  maybe  unfamiliar. 

But  making  a  phone  call  back  to  the 
States  can  be  easy 

Just  dial  the  .special  AT&T  USADirect® 
access  number  for  the  country  you're  in. 

Within  second-s,  you're  in  touch  with 
an  AT&T  Operator  in  the  U.S.  who  can 
help  you  complete  your  call. 


Use  your  AT&T  Calling  Card  or  call 
collect.  And  not  only  can  you  minimize 
hotel  surcharges,  but  you  can  also  save 
with  our  international  rates. 

Only  AT&T  USADirect  Service  puts 
you  in  easy  reach  of  an  AT&T  Operator 
from  over  75  countries  around  the  world. 

And  it's  just  another  way  that  AT&T  is 
there  to  help  you  from  practically  any- 
where in  the  wodd. 


So  call  1  800  874-4000  Ext.  415  [ 

for  a  free  information  card  listing  AT&T  f 
USADirect  access  numbers.  * 

And  see  how  making  a  phone  call  from 
distant  lands  can  become  familiar  territor  | 

AT&T  USADirectServia 

Ycxir  express  cc:)nnection  to  AT&T  servio  , 


AT&T 

The  right  choice 


BUSINESSWEEK/JANUARY  13,  1992  55 


MORE  PAIN, 
THEN  REAL  GAINS 

ECONOMISTS  SAY  THE  DOWNTURN  ISN'T  OVER— BUT  IT  WILL  BE  BY  SUMMER 
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If  1992  is  opening  with  a  dirge,  it  could  end  with  a  jig.  As 
the  year  begins,  many  of  the  key  economic  indicators  are 
pointing  down.  Employment  plunged  by  241,000  in  Novem- 
ber, wiping  out  all  the  gains  of  last  summer  and  fall.  Industri- 
al output  fell  as  well.  And  General  Motors  Corp.  and  IBM,  to 
name  just  two,  said  they'll  eliminate  90,000  more  jobs,  many  of 
them  in  1992.  "We're  back  in  the  doldrums,"  says  Charles  A. 
Corry,  chairman  of  USX  Corp. 

Or  worse.  By  most  estimates,  the  U.  S.  economy  contracted 
in  the  fourth  quarter  of  1991.  Consumers,  hammered  hard  by 
job  losses,  big  debts,  and  rising  taxes,  had  little  discretionary 
money  to  spend.  Most  industries  were  buffeted  by  the  triple 
wham.my  of  slowing  markets  abroad,  weak  demand  at  home, 
and  intense  competitive  pressures.  And  the  public  sector  was 
paralyzed  by  enormous  budget  deficits. 

Many  economists  now  see  negative  growth  continuing 
through  early  1992.  The  latest  forecast  by  Merrill  Lynch  & 
Co.,  for  example,  predicts  that  the  economy  will  shrink  at  a  17^ 
annual  rate  in  the  first  quarter  before  turning  up,  at  a  modest 
rate,  in  the  second  quarter.  If  that's  right,  the  recovery  of  last 
summer  and  early  fall  will  turn  out  to  be  a  mirage,  making 


this  the  longest  economic  downturn  since  the  1930s.  "It's  go- 
ing to  be  a  very  unpleasant  next  couple  of  months,"  says 
Richard  Hoey,  chief  economist  at  Dreyfus  Corp. 
'PERVASIVE  STAGNATION.'  But  the  economy  may  be  dancing  to 
a  cheerier  tune  by  summer.  On  Dec.  20,  the  Federal  Reserve 
dropped  the  discount  rate  it  charges  banks  a  full  point  to  3.5%, 
the  lowest  level  in  27  years.  Coming  on  top  of  earher  rate  cuts, 
this  should  get  the  economy  moving  again.  By  spring,  lower 
rates  should  start  boosting  consumer  spending  and  the  hous- 
ing market.  Corporate  profits  should  revive  with  them,  freeing 
more  cash  for  investment  in  new  plants  and  equipment.  And 
since  1992  is  a  Presidential  election  year,  some  sort  of  fiscal 
stimulus  is  practically  guaranteed.  Under  the  circumstances, 
even  the  most  pessimistic  forecasters  don't  see  the  recession 
lasting  much  past  midyear. 

Still,  after  three  years  of  subpar  growth  and  a  long  string  of 
missed  economic  forecasts,  many  corporate  executives  are 
wary  of  predicting  recovery.  "Every  time  I  pick  up  a  newspa- 
per, I  read  about  our  customers  scaling  back.  Tenneco  is 
restructuring.  Du  Pont  is  restructuring.  That  means  we  won't 
do  as  much  work,"  says  W.  B.  Pieper,  president  and  chief 
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•xecutive  of  Brown  &  Root  Inc.,  a  Houston-based  engineering 
,nd  construction  company.  At  best,  Pieper  sees  the  overall 
lutlook  for  1992  as  about  the  same  as  in  1991.  Agrees  Andrew 

Grove,  chairman  and  chief  executive  at  semiconductor  mak- 
r  Intel  Corp.:  "I  have  a  feeling  of  pervasive  stagnation.  Not 
ip,  now  down,  just  stagnation." 

Indeed,  the  current  wave  of  job  cutbacks  almost  guarantees 
10  growth  in  the  short  run.  Certainly,  some  industries  are 
liring,  notably  in  health  care  and  on  Wall  Street  (page  58).  But 
he  layoffs  that  started 


n  the  service  sector 
lave  spread  to  manu- 
acturing,  which  sup- 
losedly  got  rid  of  its 
at,  both  on  the  shop 
loor  and  in  manage- 
nent  suites,  in  the  early 
980s.  Now,  it  seems 
hat  those  earlier  cuts 
veren't  deep  enough. 

global  competition 
las  intensified,  so  has 
he  need  to  keep  lower- 
ng  costs. 

iLOW     WORLD.  This 

neans  that  the  unem- 
)loyment  rate  could 
:eep  rising  until  well 
nto  1992— and  that 
here  won't  be  much 
growth  in  consumer 
pending  in  the  first 
lalf.  With  fewer  jobs, 
ncomes  will  rise  slowly, 
f  at  all.  And  what  extra 
noney  consumers  do 
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have  will  be  largely  eaten  up  by  higher  state  and  local  taxes. 
That's  why  exhorting  consumers  to  spend  more,  as  President 
Bush  has  done,  won't  help.  Consumers'  confidence  is  way 
down,  but  their  biggest  problem  isn't  psychological.  It's  a  lack 
of  jobs  and  income. 

As  if  that  weren't  enough,  manufacturers  in  most  industries 
won't  get  much  boost  in  the  first  half  of  the  year  from  rising 
exports,  which  helped  make  up  for  stagnant  domestic  demand 
for  much  of  last  year.  DRi/McGraw-Hill  sees  exports  growing 

at  an  annual  rate  of 
only  3.2%  in  the  first 
two  quarters,  down 
from  5.7%  in  1991,  due 
to  a  slowing  of  many 
world  economies,  in- 
cluding Japan's  and 
Germany's.  Steel  ex- 
ports, for  example, 
which  boomed  to  nearly 
7  million  tons  in  1991, 
could  drop  30%  this 
year  (page  70).  Even  ex- 
ports of  capital  goods, 
such  as  airplanes,  ma- 
chinery, and  sophisticat- 
ed electronics,  are  vul- 
nerable to  tough  times 
overseas. 

Still,  the  export  pic- 
ture may  brighten  in 
the  second  half.  Britain 
and  Canada,  which  take 
about  a  quarter  of  U.  S. 
exports,  should  escape 
from  recessions  that 
predated  the  one  in  the 
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U.  S.  And  fast-growing  Mexico,  now  the  third  largest  purchas- 
er of  U.  S.  exports,  should  continue  to  increase  its  appetite  for 
U.  S.  goods  and  services. 

FALL  IN  RATES.  At  home,  as  the  economy  remains  weak,  infla- 
tion should  stay  under  control.  Thus,  long-term  rates  could  fall 
as  low  as  67",  some  economists  say,  pulling  down  mortgage 
rates,  too.  That  could  put  an  extra  $50  billion  in  the  pockets  of 
homeowners  as  they  refinance  old  home  loans.  Falling  rates 
may  also  work  small  wonders  for  the  new  home  market.  The 
inventory  of  unsold  new  homes  has  shrunk  by  257  since  mid- 
1989,  setting  the  stage  for  a  revival  of  residential  construction. 
"The  housing  market  will  surprise  some  people,"  says  Douglas 
Lee,  chief  U.  S.  economist  at  County  Natwest  Securities. 
Once  the  economy  starts  to  turn  up,  corporations  will  start 
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boosting  capital  spending.  They'll  take  advantage  of  lower 
rates,  and  the  higher  profits  generated  by  their  recent  cost- 
cutting,  to  make  the  investments  they  need  to  remain  competi- 
tive. That  should  be  true  even  for  industries  such  as  steel  and 
chemicals,  which  already  are  among  the  world's  lowest-cost 
producers.  Indeed,  a  recent  Commerce  Dept.  survey  of  capital  nil 
spending  plans  shows  'that  there  could  be  a  5.77  real  increase  ies 
in  1992.  While  that's  much  less  than  in  the  boom  years  of  the  0 
late  1980s,  it's  still  a  respectable  number. 

Increased  capital  spending  reflects  the  competitive  pres 
sures  of  international  markets.  Procter  &  Gamble  Co.,  for 
example,  announced  in  October  that  it  intends  to  invest  more 
than  $400  million  worldwide  in  new  products  and  global  expan-  loiii 
sion  in  its  fiscal  year  that  began  in  July.  That's  about  507 


THIS  SIGN  OF  THE  TIMES 
SAYS  'HELP  WANTED' 


MICROSOFT'S  PERSONNEL  EXPLOSION 


Eight  out  of  every  10  new  hires  ac- 
cepts a  salary  cut  just  to  join  Micro- 
soft Corp.  Then,  they  work  an  average  of 
60  hours  a  week,  says  Senior  Vice-Presi- 
dent Scott  D.  Oki.  Microsoft  has  no 
shortage  of  applicants,  though.  Drawn 
by  its  prestige  and  potentially  lucrative 
stock  options,  they  are  joining  the  soft- 
ware giant  at  the  rate  of  70  a  week. 

In  fact,  the  Redmond  (Wash.)  compa- 
ny, whose  $1.8  billion  in  revenues  is 
growing  by  more  than  507  a  year,  has 
added  some  1,400  employees  since  July, 
bringing  its  total  to  nearly  10,000  world- 
wide. It  will  hire  an  additional  1,100  to 
2,300  before  its  fiscal  year  ends  on  June 
30.  As  head  of  sales,  marketing,  and  ser- 
vices operations,  Oki  has  presided  over 
much  of  this  expansion.  He  concedes  that 


Microsoft  is  benefiting  from  tough  times 
elsewhere.  New  hires  see  his  company  as 
a  safe  haven — and  they're  probably 
right.  Like  most  software  makers,  Micro- 
soft sells  products  that  boost  productivi- 
ty. As  many  of  its  customers  issue  pink 
slips,  their  remaining  employees  have  to 
work  smarter.  A  lot  of  companies  now, 
says  Oki,  "are  making  investments  not  in 
head  count  but  in  technology." 

To  capitalize  on  this,  Oki  has  set  up  a 
consulting-services  unit  to  help  custom- 
ers get  the  most  from  computer  systems 
they  already  have.  He  recently  hired  60 
employees  to  staff  the  new  unit.  And  Oki 
has  bolstered  by  157  the  ranks  of  Micro- 
soft's customer-support,  technical-educa- 
tion, and  strategic-planning  operations. 
Oki,  43,  joined  Microsoft  in  1981,  when  it 
had  just  100  employees,  so  he  has  dealt 
with  fast  growth  before.  And  in  1992,  it 
seems,  he'll  do  it  again. 


A  WINNING  STREAK  FOR  SHEARS 


There  won't  be  any  hiring  free 
Shearson  Lehman  Brothers  this 
Instead,  the  American  Express  Co. 
kerage  subsidiary  expects  to  lure 
brokers  from  rivals  on  the  Street  an 
up  its  broker-training  program  to 
out  an  additional  600  to  1,000  salespe 
Many  of  the  trainees  will  be  profei 
als  hired  from  such  industries  as 
tising,  retailing,  and  computer 
Shearson's  help-wanted  ads  will  r 
Wome?i's  Wear  Daily,  Adweek, 
Week,  and  even  the  Chronicle  of  Pi 
thropy — in  case  some  fund-raiser  is 
ing  for  work. 

Why  such  plans  in  a  down  econi 
For  one  thing.  Wall  Street  had  a 
1991.  Strong  market  volume  brou 
healthy  commissions  from  stock 
bond  sales.  Shearson  recovered  fr 
$129  million  loss  in  1990,  to  earn  o{ 
ing  profits  of  $281  million  in  the 
nine  months  of  1991,  before  taking 
million  in  onetime  write-offs.  She 
Chief  Executive  Howard  L.  Clark  J 
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nore  than  its  average  such  investment  over  the  past  three 
/ears.  Wendy's  International  Inc.  and  its  franchisees  opened 
)r  started  building  140  new  restaurants  in  1991,  after  showing 
10  net  gain  for  several  years,  and  plan  more  additions  in  1992 
page  88).  And  new  environmentiil  spending  to  comply  with  the 
31ean  Air  Act  will  almost  certiiinly  help  companies  such  as 
Brown  &  Root.  Even  strapped  state  and  local  governments 
vill  take  advantage  of  lower  interest  rates.  The  Public  Securi- 
;ies  Assn.  expects  that  the  public  sector  will  issue  $62  billion  in 
)onds  for  road,  bridge,  and  other  repairs  in  1992,  up  207'  from 
ast  year.  Governments  will  do  this  in  part  to  get  their  share  of 
;he  $150  billion  that's  available  under  the  federal  transporta- 
;ion  bill  that  President  Bush  signed  on  Dec.  18. 

Of  course,  not  everyone  is  boosting  spending,  cm  just  an- 
lounced  a  cut  of  $1.1  billion,  or  about  87',  in  its  investment 
)lans  for  the  next  two  years.  And  American  Airlines  Inc.  is 


deferring  or  dropping  options  it  has  on  airplane  orders  with 
McDonnell  Douglas,  Boeing,  and  Fokker  Aircraft.  It's  also 
cutting  back  planned  spending  on  ground  equipment  in  order 
to  pare  $8  billion  from  its  $16  billion  capital-spending  budget 
over  the  next  four  years.  Says  Donald  J.  Carty,  American's 
executive  vice-president  for  finance  and  planning:  "Any  recov- 
ery will  be  very  slow.  I'm  not  convinced  it  will  come  in  1992." 

Such  doubts  could  be  assuaged  if  Washington  gives  the 
economy  a  big  enough  fiscal  jolt,  in  the  form  of  a  substantial 
tax  cut  or  higher  spending.  That  hasn't  happened  yet.  But 
President  Bush  will  want  to  see  a  recovery  before  voters  head 
for  the  polls  in  November.  So,  the  odds  are  good  that  enough 
stimulus  will  be  found  to  get  the  economy  moving  again. 

By  Michael  J.  Mandel,  with  Michael  Oneal  in  New  York, 
Deborah  Fowler  in  Houston,  Znchary  Schiller  in  Cleveland  and 
Michael  Schroeder  in  Pittsburgh 


the  rest  of  the  economy  to  catch  up 
)2  and  1993.  "As  a  general  rule,"  he 

"the  Street  is  a  leading  indicator  of 
rate  profitability." 
^arson  also  can  increase  its  staff 
lut  new  brick  and  mortar.  It  overex- 
'd  in  the  1980s,  and  still  has  excess 
■  space  and  trade-processing  capaci- 
lark  wants  to  use  it  all.  He  plans  to 
ise  brokerage  -evenues  from  the 

billion  generated  last  year,  by  8,000 
■rs,  to  more  than  the  $1.93  billion 
^son  got  in  1989,  from  10,300  sales- 
e.  "We  have  to  put  more  revenue 

gh  our  factory,"  says  Clark.  "We're 
ig  a  lot  on  the  table." 

.ING  BODIES— AND  BANKBOOKS 

t  a  time  when  giants  such  as  Gener- 
al Motors  Corp.  plan  to  lay  off  tens 
lousands  of  workers,  Marshall  V. 
i  feels  uncomfortable  boasting 
t  U.  S.  Healthcare  Inc.'s  hiring  plans 
year.  "We  deal  with  employers  all 
ime,  so  we  understand  the  kind  of 
cial  pressures  they're  up  against," 
Rozzi,  an  executive  vice-president  in 
je  of  the  health  maintenance  organi- 
n's  network  of  doctors,  hospitals, 
lursing  homes. 

sing  those  pressures  helped  fuel  the 
Bell  (Pa.)  company's  spectacular 
th  last  year,  as  employers  turned  to 


it  for  less  costly  medical  care.  Analysts 
estimate  U.  S.  Healthcare's  earnings 
jumped  83%  in  1991,  to  $142  million,  while 
revenues  rose  27%-,  to  $1.7  billion,  and 
membership  grew  11%,  to  more  than  1.2 
million  subscribers.  Such  growth  re- 
quired it  to  boost  employment  18%  in 
1991,  to  2,300.  Rozzi  expects  a  similar 
increase  this  year:  "People  still  get  sick, 
whether  they  have  a  job  or  not." 

U.  S.  Healthcare's  success  is  unusual 
given  the  estimated  62%  profit  decline  in 
1991  for  536  HMOs.  The  company  boosted 
its  premiums  by  14%' 
to  15%— about  the 
same  as  the  overall 
industry.  But,  says 
Rozzi,  it  kept  a 
tighter  grip  on  ex- 
penditures than  did 
most  of  its  rivals. 

That  may  be  the 
key  to  success  again 
this  year.  At  least 
one  thing  is  certain: 
As  health  bills  rise, 
managed  care  plans 
such  as  those  sold  by 
U.S.  Healthcare  will 
seem  increasingly  at- 
tractive. 


IT'S  'FULL  SPEED  AHEAD'  AT  NISSAN 

For  Nissan  Motor  Corp.,  1991  was 
nothing  to  brag  about.  Its  U.  S.  auto 
sales  dropped  7%  in  the  first  11  months, 
and  prospects  this  year  don't  look  much 
better.  Even  so,  the  Smyrna  (Tenn.)  auto 
maker,  the  first  Japanese  transplant  in 
the  U.  S.,  is  adding  a  $490  million  assem- 
bly line  to  make  a  midsize  Stanza  sedan 
by  summer.  That  will  raise  capacity  at 
Smyrna  to  450,000  vehicles  a  year.  Nis- 
san has  added  700  workers  for  the  new 
line  and  will  hire  an  additional  1,000,  rais- 
ing total  employment  to  6,000. 

Jerry  L.  Benefield,  president  and  CEO 
of  Nissan  Motor  Manufacturing  Corp., 
says  that  three  years  ago — before  the 
U.  S.  car  market  crashed — Nissan  decid- 
ed to  replace  the  100,000  Stanzas  it  has 
been  importing  to  the  U.  S.  with  cars 
made  here.  It  never  considered  delaying 
the  decision,  says  Benefield:  "It's  been 
full  speed  ahead  since  we  made  it."  In 
fact,  if  total  U.  S.  car  sales  pick  up  in  the 
second  half,  the  midsize  sedan  could  "hit 
the  market  at  really  the  right  time."  It 
wouldn't  be  the  first  time  the  Japanese 
made  a  smart  investment  while  their 
U.  S.  competitors  hunkered  down. 
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It  's  Built  To  Last.  The 
ActionLaser  II  will  stand  up  to 
year  after  year  of  heavy  action. 
Its  two-year  warranty  is  the 
longest  of  any  printer  in  its 
class.  On  top  of  that,  you  can 
call  our  800  number  for  free 
technical  support. 
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If  you're  ready  for  your  first  laser  printer,  but  don't  quite  know 
where  to  begin,  the  new  Epson'  ActionLaser "  II  is  a  very 
comfortable  place  to  start. 

It  offers  all  the  practical  features  you'll  need  to  stand  out 
on  paper.  Like  impeccable  print  quality.  A  control  panel  that 
makes  operation  a  snap.  And  the  security  of  a  generous  two- 
year  warrant)'.  All  at  a  price  that  makes  laser  printing  more 
affordable  than  ever. 

Oh,  there's  one  more  reason  why  it  makes  perfect  sense  to 
make  the  ActionLaser  II  your  first  laser.  It  comes  from  the  first 
name  in  printers.  Epson. 


IVs  Easy  To  Use.   Even  if  you've  never  used  a  laser  printer 
before,  you'!!  be  up  and  printing  in  no  time. The  user 
manual— written  especially  for  first  time  users-is  clear, 
concise  and  heipful.  And  to  make  things  even  easier,  this 
laser  works  with  all  leading  computers  and  software. 


Epson  LS  a  registered  trademark  of  Seiko  Epson  Cor^  ration, 'C'  1991  Epson  Ameria.  Int  . '20770  Madrona  Ave.. 
Torr^nte.  CA  4051)9.  Jor  dealer  relcrr-al.  call  800-Bt  V-EPSON  (800  289-3776).  In  Canada,  call  4I6-HHI-995!), 


It's  Very  Affordable.  The  AcdonLaser  II  is  a  lot  more  laser  for  a  lot  less. 
More  speed.  More  paper  handling  capabilities.  More  room  to  grow.  More 
of  the  things  you  need  to  be  productive— now  and  well  into  the  future. 


It's  Our  Free  Booklet.  Epson  wrote  the  book  on  computer  printing. 
Now  we've  written  the  book  on  buying  your  first  laser.  Read  it  and 
you'll  be  laser  sharp  in  minutes.  For  a  free  copy,  and  the  name  of  the 
Epson  dealer  nearest  you,  call  800-289-3776,  ext.  1000. 


AUTOS 


FOR  DETROIT,  ANOTHER  40  MILES  OF  BAP  ROAD 

After  a  devastating  year,  it  will  slash  costs  to  cut  its  losses 


etroit  is  looking  to  both  Washington  and  consumers  for 
a  lift  this  year.  It's  counting  on  the  government  for 
more  pre-election  economic  stimulus,  plus  an  easing  of 
planned  or  contemplated  regulatory  burdens.  If  it  gets  both, 
analysts  figure  that  sales  of  cars  and  light-duty  trucks  could 
increase  about  7%  in  1992,  to  a  modest  but  healthier  13.5 
million  units.  Coupled  with  drastic  cost-cutting  measures,  this 
could  help  auto  makers  bounce  back  from  1991,  when  they 
recorded  their  biggest  one-year  loss  in  history.  But  Detroit's 
Big  Three  could  remain  in  the  red  through  1992. 

Faced  with  that  likelihood,  carmakers  have  trimmed  their 
once-ambitious  first-quarter  production  schedules  to  about  the 
same  levels  as  in  the  dreary  first  quarter  of  1991.  In  part,  this 
reflects  recent  declines  in  consumer  attitudes  toward  car  pur- 
chases. Richard  T.  Curtin,  director  of  the  University  of  Michi- 
gan Surveys  of  Consumers,  says  buying  attitudes  improved 

early  last  year  on  hopes  of  big    „  ,   

rebates,  then  receded  when  the 
initial  discounts  weren't  so  big. 
"Consumers  haven't  given  up," 
says  Curtin.  "They've  simply 
concluded  that  they  have  to  wait 
longer  [for  larger  rebates]." 

How  much  larger,  Detroit 
might  well  wonder.  By  Novem- 
ber, Chrysler  Corp.  was  offering 
an  average  $3,922  incentive  on 

its  cars  and  trucks.  That  was  up    -j— ^--^       ■  .   : :   

from  $1,961  a  year  ago,  and  it  more  tliaii  ni't'sei  pricr  increases 
on  1992  models,  which  averaged  less  than  $150  on  comparably 
equipped  vehicles,  according  to  Autofacts  Inc.  in  West  Ches- 
ter, Pa.  Even  that  didn't  get  recession-weary  customers  off  the 
sidelines.  So  carmakers  are  relying  increasingly  on  cut-rate 
sales  to  corporate  and  rental  fleets.  Morgan  Stanley  &  Co. 
analyst  Scott  F.  Merlis  estimates  that  fleets  are  buying  a 
record  30%  of  all  new  cars.  Moreover,  hard-bargaining  con- 
sumers are  buying  cheaper  models  and  adding  fewer  high- 
margin  options.  The  combined  effect  for  Detroit:  about  $500 
less  revenue  per  car,  Merlis  says. 

STICKER  CHOP.  "Once  you  lower  your  price  assumption  by  $500 
a  unit,"  he  adds,  "your  margin  assumption  sort  of  implodes." 
Still,  his  guess  of  a  consolidated  1992  loss  of  $481  million  for 
the  Big  Three  pales  beside  199rs  estimated  $6.9  billion  loss, 
which  broke  1980's  record  of  $4.2  billion.  More  upbeat.  Ford 
Motor  Co.  President  Philip  E.  Benton  Jr.  says: 
"We'll  surprise  you,  as  the  market  comes 
back,  with  how  fast  our  profits  follow." 

Indeed,  carmakers  are  cutting  costs  every- 
where. On  Dec.  18,  General  Motors  Corp.  said 
it  would  close  21  plants  by  1995  and  eliminate 
80,000  jobs,  a  50%  drop  in  its  North  American 
employment  since  1985.  About  25,000  of  those 
jobs  will  disappear  this  year.  Chrysler 
trimmed  its  salaried  staff  by  about  10%,  or 
3,000  jobs,  in  1991  and  plans  more  cuts  this 
year.  New-car  programs  are  sacrosanct, 
though.  After  axing  such  plans  during  the 
early  1980s  recessions,  Detroit  spent  the  rest 
of  the  decade  playing  catch-up  with  the  Japa- 
nese. This  time,  only  a  few  new  models  will  be 
delayed,  including  a  new  GM  compact  pickup. 


'We  'LL  SURPRISE  YOU, 

AS  THE  MARKET  COMES  BACK,  WITH 

HOW  FAST  OUR  PROFITS  FOLLOW' 
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Faced  with  so  many  problems,  Detroit  is  lobbying  furiously 
against  proposals  to  tighten  existing  fuel-economy  rules.  One 
bill  in  Congress  would  raise  the  average  mileage  required  of 
domestic  fleets  from  27.5  miles  per  gallon  to  40.  This  probably 
won't  pass,  but  carmakers  are  leery  of  any  increases,  which 
would  boost  sticker  prices  at  a  time  when  customers  are 
showroom-shy.  The  Big  Three  also  are  talking  tough  on  trade, 
insisting  that  Washington  put  new  tariffs  on  Japanese  mini- 
vans  that  allegedly  sell  here  for  less  than  it  costs  to  make 
them.  An  early  ruling  by  the  Commerce  Dept.  agreed  with 
Detroit,  but  a  final  decision  and  any  extra  duties  are  months 
away.  On  Nov.  26,  meanwhile,  GM,  Ford,  and  Chrysler  joined 
with  31  auto-parts  suppliers  to  form  a  lobbying  consortium  to 
confront  Washington  on  an  even  broader  range  of  trade  and 
regulatory  issues.  "If  ever  there  was  a  mandate  for  redefining 
the  relationship  between  government  and  business,  the  tough 

period  we're  facing  provides  it," 
says  Dana  Corp.  Chairman 
Southwood  Morcott,  co-chairman 
of  the  new  group  with  Ford 
Chairman  Harold  A.  Poling. 

There  is  sympathy  for  the  car- 
makers on  Capitol  Hill,  where 
several  protectionist  steps  have 
been  proposed.  These  range 
from  curtailing  Japanese  im- 
ports— unless  the  U.S.-Japanese 
trade  deficit  declines  by  20%'  a 
year — In  Congressional  scrutiny  of  the  local  content  of  U.S.- 
made  Japanese  cars.  "We're  real  worried  about  what's  going 
on  in  Washington,"  says  George  Borst,  vice-president  for  stra- 
tegic and  product  planning  at  Toyota  Motor  Sales  Inc.  "Rea- 
son and  logic  have  flown  out  the  window."  Borst  thinks  the 
Big  Three's  combined  market  share,  which  dropped  two  points, 
to  70%  ,  in  1991,  will  rebound  this  year.  He  cites  Japan's  volun- 
tary import  restraints,  plus  the  inability  of  its  capacity-con- 
strained "transplant"  factories  to  keep  up  with  U.  S.  demand. 

That's  not  for  lack  of  trying,  though.  Last  year,  according  to 
Ward's  Automotive  Reports,  transplants  accounted  for  a  rec- 
ord 25%  of  U.  S.  passenger-car  production  and  18%  of  domestic 
car  and  light-truck  output.  And  at  a  time  when  U.  S.  assembly 
plants  have  enough  excess  capacity  to  displace  every  imported 
vehicle,  transplants  are  adding  capacity.  In  Smyrna,  Tenn.,  for 
instance,  Nissan  Motor  Manufacturing  Co.  is  hiring  to  staff 
another  assembly  line  (page  59).  Combine 
such  moves  with  plans  by  Chrysler  and  Ford 
to  start  new  Jeep  and  minivan  lines,  and  this 
year's  projected  sales  upturn  will  leave  the 
domestic  industry  operating  at  74%-  of  capaci- 
ty, vs.  65%-  last  year,  estimates  analyst  Ron- 
ald Glantz  of  Dean  Witter. 

Hoping  to  quell  antagonism  over  their  ris- 
ing U.  S.  market  share,  the  Japanese  are 
promising  to  buy  more  U.  S.-made  parts,  both 
here  and  in  Japan.  Mazda,  Toyota,  and  Nissan 
each  pledge  to  buy  between  $3  billion  and  $5 
billion  worth  by  1995,  up  from  $1.5  billion  last 
year.  American  parts  makers  like  the  sound 
of  this.  But  they,  and  the  Big  Three,  need 
more  than  promises.  They  need  sales. 

By  James  B.  Treece  in  Detroit 
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ANUFACTURING 


DEFENSE 


CASUALTIES  OF  PEACE 


Cutbacks  in  defense  spending  may  spark  more  consolidation  in  the  arms  industry 


The  stunning  speed  with  which  the  Soviet  Union  disinte- 
grated means  that  both  the  West  and  the  former  Soviet 
republics  will  soon  waste  a  lot  less  money  on  defense. 
Long  range,  that  should  boost  the  economies  of  both.  But  for 
many  U.  S.  defense  contractors,  the  timing  couldn't  be  worse. 
Their  1992  profits  could  improve  modestly,  reflecting  several 
years  of  savage  cost-cutting.  As  the  Pentagon  cuts  back  fur- 
ther, however,  many  contractors  will  shrink. 

The  Pentagon's  1992  procurement  budget  is  $65  billion, 
about  half  of  what  Washington  budgeted  for  weapons  and 
supplies  in  1985,  the  recent  peak  year.  With  the  Soviet  Union 
gone,  procurement  could  drop  an  additional  5%  a  year  in  the 
'90s,  predicts  Gordon  Adams,  director  of  the  Defense  Budget 
Project,  a  Washington  research  group.  "The  wolf  has  been  at 
the  door  for  years," 
he  says.  "Now  he's 
blown  away  the 
house." 

The  fallout  could 
linger  for  years:  Fur- 
ther consolidations 
and  fire  sales  of  facili- 
ties seem  certain. 
Mergers  of  prime 
aerospace  contractors 
are  likely  at  last.  By 
1995,  some  500,000 
more  U.  S.  defense 
jobs  may  be  eliminated,  double  the  number  since  1985.  Says 
Daniel  M.  Tellep,  chief  executive  officer  of  Lockheed  Corp.: 
"We  may  not  have  seen  the  worst  of  it  yet." 
BOMBERS  AWAY!  Some  contractors,  such  as  General  Dynamics 
Corp.,  may  sell  off  commercial  units  and  buy  small  defense 
companies  that  still  have  order  backlogs.  Others,  such  as  E- 
Systems  Inc.  and  Litton  Industries  Inc.,  may  make  bold  forays 
into  commercial  markets,  a  risky  tactic  since  defense  compa- 
nies rarely  know  how  to  sell  in  that  arena.  Still  others  will  try 
to  tap  foreign  defense  markets.  In  each  case,  the  motivation 
will  be  the  same:  to  lessen  dependence  on  the  Pentagon. 

No  major  contractor  is  more  exposed  than  Northrop  Corp., 
which  gets  50%  of  its  revenue  from  one  endangered  pro- 
gram— the  B-2  bomber.  In  April,  Congress  will  decide  whether 
to  buy  only  15  planes,  instead  of  75  for  $65 
billion.  A  cancellation  would  create  a  contract 
void  for  Northrop,  which  lost  out  to  Lockheed 
last  year  on  a  $75  billion  program  for  the  Air 
Force's  advanced  tactical  fighter. 

There  could  be  other  big  cancellations  in 
1992,  primarily  of  weapons  aimed  just  at  the 
former  Soviet  republics.  Among  them  are  the 
U.  S.  Navy's  $60  billion  Seawolf  submarine 
program,  shared  by  General  Dynamics  and 
Tenneco  Inc.,  and  the  $40  billion  Trident  II 
submarine-launched  missile,  for  which  Lock- 
heed is  the  lead  contractor.  United  Technol- 
ogies Corp.  and  Boeing  Co.  may  also  lose 
contracts  for  the  Army's  $35  billion  Comanche 
helicopter.  And  with  the  Pentagon's  $39  bil- 
lion    research-and-development  budget 


MORE  BAD  NEWS  FOR 
DEFENSE  WORKERS 


▲  MILLIONS  OF  WORKERS 


DATA:  DEFENSE  BUDGET  PROJEa 


stretched  tight,  Lockheed's  hard-won  contract  for  the  Air 
Force's  F-22  fighter,  which  is  scheduled  to  go  into  production 
in  1996,  may  end  up  in  the  deep  freeze  instead. 

Not  every  company  will  suffer  to  the  same  degree.  A  few 
defense  electronics  contractors,  including  Loral  Corp.  and 
Raytheon  Co.,  will  still  get  work  because  of  the  success  of 
their  products  in  last  year's  gulf  war.  And  the  Pentagon  has 
authorized  $4.2  billion  in  fiscal  1992  for  the  Strategic  Defense 
Initiative,  mainly  for  research  on  setting  up  a  ground-based 
missile  defense  system  in  North  America.  This  will  profit  SDI 
contractors  such  as  TRW  Inc.  and  Martin  Marietta  Corp.  Anoth- 
er budget  survivor  will  be  Milstar,  an  improved  military-com- 
munications system.  In  the  Mid- 
dle East,  the  Pentagon  had  to 
rent  commercial  satel- 
lite time  to  talk  to 
commanders  in  the 
field.  Milstar  could 
mean  $7  billion  for 
Lockheed  and  such 
subcontractors  as  TRW 
and  Rockwell. 

Other  orders  will  be 
few  and  far  between, 
though.  That's  why 
General  Dynamics, 
which  wants  to  remain 
a  big  weapons  maker, 
is  combing  the  U.  S.  for  smaller  contractors  with  decent  de- 
fense backlogs.  It  also  explains  why  Litton  spent  $81  million 
last  August  to  purchase  General  Instrument  Corp.'s  defense 
systems  unit:  That  electronic  warfare  subsidiary  does  about 
$120  million  in  defense  sales  annually. 

Buying  the  backlogs  of  others  will  work  for  just  so  long, 
however.  Other  contractors  are  trying  to  become  civilian  man- 
ufacturers. E-Systems,  for  one,  is  marketing  to  private  cus- 
tomers a  supercomputer  data  storage  system  it  originally  de- 
veloped for  the  Pentagon  and  the  CIA.  The  first  sale  went  to 
Mobil  Corp.  The  business  had  sales  of  only  $10  million  last 
year,  but  analysts  think  it  could  grow  to  $75  million  by  1994. 

Those  that  can't  manage  any  other  strategy  may  enter  into 
joint  ventures  with  foreign  weapons  companies.  McDonnell 
Douglas  Corp.  and  Matra,  a  French  defense 
contractor,  are  jointly  marketing  the  Mistral 
air-to-air  missile.  This  French  weapon,  with 
sales  of  $85  million  annually,  could  be  the 
forerunner  of  other  joint  projects.  And  with 
an  eye  on  the  $750  million  that  Germany  may 
spend  in  the  next  four  years  to  dismantle  the 
arsenals  of  former  East  bloc  countries, 
Minneapolis-based  Alliant  Techsystems  is 
exploring  joint  work  with  German  defense 
contractors. 

Such  deals  can't  be  arranged  quickly  or 
easily,  however.  Thus,  as  Congress  sharpens 
its  budget  knife,  a  lot  of  companies  are  going 
to  get  hurt  even  more.  Along  with  the  bene- 
fits, peace  has  its  casualties. 

By  Eric  Schine  in  Los  Angeles 
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stunning  graphics  and  animation,  full 
digital^audio  stereo  sound,  massive  data 
accessibility:  a  new  way  of  working  and 
studying  in  a  rich  one^on^one  interactive 
environment.  Now  stop  imagining. 

INTRODUCING 
TANDY' 
MULTIMEDIA 
COMPUTING 

Tandy's  complete  new  line  of  affordable  multimedia 
computers  is  available  today,  ready  to  forever  change  the 
way  you  work  and  play. 

^^T^/^  ™    Tandy  has  worked  with  industry  leaders 

ll^3i-L  to  help  produce  the  new  Multimedia  PC 


Multimedia  PC   standard.  Now,  incredible  amounts  of  data 
can  be  stored  on  a  single  CD -ROM  compact  disc,  ready 
for  you  to  access  business,  education,  entertainment  and 
productivity  software  in  a  vibrant,  enlightening  way. 

Come  experience  Tandy's  multimedia  computers  for 
yourself.  Prepare  to  be  swept  away. 

mltadie/hacli 
America's 
technology 


MPC  Logo/TM  Multimedia  PC  Marketing  Council,  Inc. 


Of  all  the  triumphs  at  the  1992 
Olympic  Games,there's  one 
you  can  experience  In  your  home. 
Panasonic  Digital  Video  Technology 


A  pistol  is  fired.  Bodies  are  set  in  motion. 
All  eyes  are  focused  on  the  Olympic  ath- 
letes. Behind  the  scenes  there's  a  gruel- 
ing contest  you  won't  see.  Covering  the 
Olympic  Games  requires  the  agility  of  an 
athlete.  To  help  broadcasters  like  NBC, 
Panasonic  introduced  the  D-3  1/2-inch 
Digital  Video  System.  Its  camera/ 
recorder  is  small,  light  and  allows  for 
more  spontaneous  coverage.  Since  it's 
digital,  its  image  has  incredible  quality. 
While  Panasonic  Digital  Technology 
helps  bring  the  excitement  of  the  Barce- 
lona Olympic  Games  to  your  home,  it's 
also  helped  us  develop  a  new  camcorder 
for  your  home.  One  so  small  it  fits  in  the 
palm  of  your  hand. 


DIGITAL  VIDEO  RIVALS  REALITY. 

At  the  1992  Olympic  Games,  world  records  will 
be  broken.  New  standards  of  excellence  will  be 
set.  But  of  all  the  triumphs,  there's  one  you  may 
not  read  about.  But  you'll  see  it  and  hear  it  every 
time  you  watch  the  Olympic  Summer  Games- 
Panasonic  Digital  Video  Technology. 

The  Panasonic  D-3  1/2-inch  Digital  Video 
System  includes  a  lightweight  Digital  Camera/ 


Recorder  and  Digital  Studio  VTRs.  They  make 
keeping  up  with  the  quick-paced  Olympic 
Games  easy.  And,  with  the  D-3  system,  tapes 
can  be  dubbed  and  edited  without  any  video  or 
audio  degradation.  The  result  is  a  sharper  pic- 
ture, better  sound  and  improved  coverage  of  the 
Olympic  Games. 

PROFESSIONAL  VIDEO  COMES  HOME. 

The  engineering,  design  and  thinking  behind 
Panasonic's  Professional  Digital  Video  Tech- 
nology have  had  a  strong  impact  on  our  home 
VCRs.  TVs  and  camcorders.  For  instance,  the 
Panasonic  PV-41  Palmcorder"  camcorder  is 
incredibly  small,  light  and  easy  to  handle.  And 
it  too  has  digital  technology.  Its  Digital 
Electronic  Image  Stabilizer  electronically  helps 
hold  the  picture  steady  when  you  can't  hold 
the  camcorder  steady.  It  also  has  an  advanced 
12  to  1  digital  zoom. 

HUMAN  ELECTRONICS. 

Digital  video  technology  that  can  capture  the 
excitement  of  the  Olympic  Games  is  at  the  core 
of  what  we  call  Human  Electronics.  Every  day 
we  dedicate  ourselves  to  creating  new  technolo- 
gies and  marketing  new  products  that  make  life 
richer,  safer  and  more  comfortable.  This  dedica- 
tion results  in  a  single-minded  philosophy:  Don't 
create  technology  for  technology's  sake,  but  for 
man's  sake. 


Panasonic 

MATSUSHITA  ELECTRIC 
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RETOOLING  FOR  A  WAVE  OF  CONSOLIDATIONS 


To  stay  competitive,  manufacturers  are  teaming  up  and  shopping  overseas 


achinery  makers  spent  much  of  the  1980s  restructur- 
ing, combining,  and  culling  their  unproductive  assets. 
I  They  haven't  finished.  There  will  be  more  consolida- 
tion and  reconfiguration  this  year  that  will  create  new  leaders 
and  eliminate  some  of  the  industry's  grand  old  names. 

Already,  the  news  is  dramatic.  Giddings  &  Lewis  Inc.  be- 
came the  top  U.  S.  machine-tool  maker  last  Oct.  31  with  its 
buyout  of  tottering  Cross  &  Trecker  Corp.  Ingersoll-Rand  Co. 
and  Dresser  Industries  Inc.  are  awaiting  Justice  Dept.  approv- 
al to  meld  their  pump  operations  and  create  an  $800  million 
business.  Clark  Equipment  Co.,  the  No.  2  U.  S.  supplier  of 
forklift  trucks  behind  Hyster-Yale,  itself  the  offspring  of  a 
1989  merger,  has  put  that  business  on  the  block  with  a  foreign 
company  the  likely  buyer.  And  Caterpillar  Inc.  may  put  its  lift- 
truck  operations  into  a  _ 
joint  venture  with  Mitsubi-  > 
shi  Heavy  Industries.  '      vj^^f  , 

To  be  sure,  hundreds  of  i  -fe. 

companies  will  still  make 
machine  tools,  pumps,  ma- 
terials-handling equipment, 
and  compressors  for  U.  S. 
factories.  But  eventually, 
says  J.  Phillip  Frazier, 
chairman  of  Hyster-Yale, 
"just  a  few  [lift-truck] 
companies  will  end  up  sup- 
plying" the  worldwide  market.  Indeed,  to  be  competitive  and 
seize  growth  opportunities,  a  machinery  maker  needs  to 
spread  its  research  and  capital  costs  over  a  large  volume  of 
products.  "It  takes  more  depth  and  breadth  of  product  to 
make  a  machine-tool  company  today,  compared  to  the  late 
'70s,"  says  Giddings  &  Lewis  Chairman  William  J.  Fife  Jr. 

This  usually  means  building  a  major  overseas  presence, 
since  the  fastest-growing  machinery  markets  are  outside  the 
U.  S.  "We  see  the  customer  base  going  global,"  says  Thomas 
E.  Bennett,  executive  vice-president  of  Ingersoll-Rand.  So  do 
foreign  suppliers,  including  Mannesmann  Demag,  the  big  Ger- 
man equipment  maker,  which  has  said  it  will  buy  U.  S.  convey- 
or maker  Rapistan  Corp. 

Another  reason  for  consolidation  is  lackluster  U.  S.  demand, 
which  is  holding  down  prices  and  profit  margins.  Bennett 
notes  that  in  inflation-adjusted  dollars,  U.  S. 
pump  sales  are  lower  than  a  decade  ago.  "Ev- 
ery deal  is  a  fight,"  adds  Adrian  de  Caussin 
of  Fadal  Engineering  Co.,  a  maker  of  machin- 
ing centers  in  North  Hollywood,  Calif.  De- 
mand is  soft  in  part  because  U.  S.  manufac- 
turers are  operating  below  80'/^  of  capacity,  a 
level  at  which  they  usually  buy  new  equip- 
ment. Banks  aren't  eager  to  lend  for  machin- 
ery. And  corporate  profits  are  sagging.  The 
auto  industry,  for  instance,  has  delayed  some 
spending,  contributing  to  a  16%  drop  in  U.  S. 
machine-tool  orders  in  the  first  10  months  of 
last  year.  And  orders  for  pumps  are  easing  as 
cyclical  spending  liooms  wane  in  the  pulp, 
paper,  and  chemical  industries. 
Major  capital  programs  typically  lag  behind 
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upturns  in  consumer  spending  as  a  recession  ends.  So,  machin 
ery  makers  are  as  anxious  as  anyone  to  see  gains  in  consume) 
confidence  and  retail  sales.  Many  expect  their  orders  to  pici 
up  in  the  second  half,  and  some  think  they  already  see  ar 
uptick.  Among  these  are  lift-truck  makers,  whose  shipment; 
fell  12%  in  1990  and  17%  more  in  the  first  10  m.onths  of  1991 
In  the  past  few  months,  orders  have  turned  up,  and  producer: 
expect  their  billings  to  rise  between  4%  and  10%  in  1992. 
NO  PUMP  SLUMP.  A  few  toolmakers  see  renewed  demand,  too 
They  predict  that  as  manufacturers  modernize,  orders  couk 
rebound  20%  in  1992,  reaching  1990's  $3  billion  level.  Th( 
aerospace  market  is  actually  robust.  And  BWIP  Holding  Inc., 
California-based  pumpmaker,  expects  another  good  sales  yeai 
in  1992.  It  sees  strong  buying  from  the  oil  industry,  botl 

abroad   and   in  th( 
f  U.  S.,  because  of  heavj 
»'  spending  on  equipmen 
to  comply  with  new  cleai 
air  rules. 

The  most  optimis 
^  tic  sign  for  1992  maj 
be  that  foreign  orders  re 
main  strong  for  som( 
types  of  U.  S.  tools.  It 
true  that  machine-too 
makers  racked  up  anothe 
$1  billion  trade  deficit  las 
year,  prompting  the  industry's  trade  association  to  lobby  fo 
an  extension  of  import  quotas.  Still,  Cincinnati  Milacron  Inc 
says  its  export  sales  climbed  50%  in  1991. 

Another  tonic  for  margins  is  better  efficiency.  Despite  sof 
orders,  Goulds  Pumps  Inc.  has  improved  earnings  from  it; 
industrial  pump  operations  by  cutting  in  half  its  order-to 
shipment  times  and  improving  its  on-time  deliveries.  Presiden 
Jeffery  T.  Grade  says  Harnischfeger  Corp.'s  investment  ii 
new  overhead  crane  designs  at  its  plant  in  Oak  Creek,  Wis 
helped  it  boost  operating  profits  in  that  business  by  44%,  o) 
flat  sales,  in  the  12  months  ended  Oct.  31.  At  Giddings,  Chair 
man  Fife  is  quickly  integrating  Cross  &  Trecker,  in  part  b; 
centralizing  sales  and  engineering.  One  result:  562  layoffs 
which  should  save  $25  million  annually  and  might  make  the  ol 
C&T  facilities  profitable  in  1992  for  the  first  time  in  six  years 
In  fact,  belt-tightening  is  now  standard  pre 
cedure  for  machinery  makers.  "We're  lookinj 
to  make  a  profit  on  a  low  volume  of  bus 
ness,"  says  E.  Kidder  Meade,  group  vice-pres 
ident  for  marketing  at  Litton  Industrial  Autc 
mation.  Milacron,  which  continues  to  shei 
unprofitable  assets  and  businesses,  is  over 
hauling  its  machine-tool  product  line  in  hope 
of  boosting  sales  and  cutting  costs  by  lower 
ing  the  number  of  parts  in  each  model. 

Milacron's  basic  problem,  of  course,  is  tha 
U.  S.  customers  have  been  slow  to  moderniz€ 
This  won't  change  overnight,  says  Chairma 
Daniel  J.  Meyer.  Still,  it  has  to  happen  eventi 
ally  if  the  U.  S.  is  to  compete  in  world  mar 
kets  and  maintain  its  standard  of  living. 

By  Zackary  Schiller  in  Clevelan 
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People  or  beans? 

There's  only  one  possible  answer.  Both.  With  traditional  medical 
costs  soaring  20%  a  year,  stemming  the  tide  is  essential. 

But  doing  it  at  the  expense  of  human  needs  is  unacceptable;  it's 
also  counterproductive.  Because  the  faa  is,  it  simply  doesn't  work. 
We've  found  that  controlling  costs  while  maintaining  the  quality 

of  care  aren't  mutually 
irreconcilable  goals,  but 
in  fact  go  hand  in  hand. 

And  when  they  do, 
everyone  stands  to  gain. 

Accordingly,  the  aim 
of  each  and  every 
managed  care  program 
we  offer  is  quality. 

To  that  end,  we  have 
provider  credentialling 
programs,  operate 
utilization  and  quality 
management  programs, 
and  continually  monitor 
patient  satisfaction. 

Recently,  for  example, 
94%  of  the  members 
enrolled  in  our  healthplan  rated  their  physicians  highly.  We  believe 
that  no  company  should  be  forced  to  choose  between  human  needs 
and  financial  needs. 

To  help  you  satisfy  both,  we  have  created  one  of  the  most  extensive 
health  care  networks  in  the  country.  For  literature,  call  CIGNA 
Employee  Benefits  Companies,  1-800-782-0782. 
And  talk  to  the  people  who  really  know  how  to  use  their  bean. 


We  get  paid  for  results! 


CIGNA 


M  A  N  U  F  ACT  U  R  I  N  G 


STEEL 


COLD  COMFORT  FOR  STEELMAKERS 


A  modest  improvement  is  coming,  but  bigger  mills  wUl  still  be  smarting 


For  U.  S.  steelmakers,  1991  was  a  bitter  pill.  The  industry 
had  expected  a  mild  recession.  Instead,  shipments  fell  dV' , 
to  about  77  million  tons.  Prices  plummeted  to  1982  levels 
amid  intense  competition  from  small  producers.  As  a  result, 
the  integrated  steel  producers — companies  that  make  steel 
from  scratch  instead  of  by  melting  scrap — lost  an  estimated 
.$1.5  billion  on  sales  of  $87  billion,  compared  with  a  loss  of  $220 
million  on  sales  of  $89  billion  the  year  before. 

Things  have  to  get  bettei' — and  they  will  this  year.  Small 
increases  in  demand  from  the  auto  and  construction  markets 
could  boost  steel  shipments  4'/',  to  80  million  tons.  Meanwhile, 
rising  labor  costs  should  be  partly  offset  by  a  dip  in  energy 
and  raw  materials  costs.  If  average  j^rices  inch  up  perhaps  37' , 
to  $490  a  ton,  the  industry  could 
break  even  on  sales  of  $89  billion, 
analysts  think. 

'PINS  AND  NEEDLES.'  Several  of  the 
largest  steelmakers  will 
struggle,  though.  For  in- 
stance, major  integrated  mills 
such  as  Inland,  LTV,  and 
National  get  more  than 
two-thirds  of  their  sales 
from  flat-rolled  steel,  which  is 
used  in  making  autos  and  ap- 
pliances. This  year,  such  cost- 
conscious  buyers  as  General 
Electric  Co.  are  resisting  the  steelmakers'  attempts  to  get 
price  increases  on  flat-rolled.  "We're  on  pins  and  needles," 
says  David  H.  Hoag,  chairman  of  LTV  Corp. 

Steelmakers  aren't  optimistic  about  their  February  negotia- 
tions with  the  auto  industry,  either.  Slumping  auto  sales  have 
already  caused  Detroit's  Big  Three  to  scale  back  production 
plans  for  the  first  quarter  (page  ()8).  Thus,  proposed  steel  price 
increases,  led  by  USX's  67  hike,  probably  won't  stick.  The  wild 
card  is  whether  consumer  confidence  turns  up.  If  it  does,  a 
second-half  surge  in  auto  sales  could  boost  purchases  of  flat- 
rolled  used  in  car  bodies  by  77,  to  10.6  million  tons,  predicts 
Joseph  A.  Rainis,  chief  economist  at  National  Steel  Corp. 

A  few  steel  markets  already  look  brighter.  DKl/McGraw  Hill 
forecasts  that  shipments  to  the  construction  industry  will  in- 
crea.'^e  by  177  this  year,  to  nearly  11  million  tons.  One  reason 
is  that  a  $151  billion  federal  transportation  bill 
President  Bush  signed  on  Dec.  18.  will  fund 
new  road  and  bridge  projects.  This  could  fill 
order  books  for  concrete-reinforcing  bar  and 
structural  steel.  And  lower  mortgage  rates 
should  spur  sales  of  homes  and  the  appliances 
that  go  in  them  (page  120). 

Steelmakers  will  benefit  from  all  this  right 
away.  At  the  end  of  past  recessions,  there  has 
been  a  lag  of  six  months  or  so  before  steel 
orders  rose,  as  customers  worked  off  their 
inventories.  But  this  year,  inventories  are  at 
the  lowest  level  since  the  Steel  Service  Center 
Institute  started  counting  in  1978.  These 
centers,  distributors  that  account  for  257  of 
U.  S.  purchases,  have  only  a  2.8-month  supply. 
riRl  predicts  that  shipments  to  service  centers 


STEEL  DEMAND 
WILL  BOTTOM  OUT 
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this  year  will  total  20.9  million  tons,  an  increase  of  '207o. 

There  the  good  news  ends,  however.  In  1991,  strong  demand 
in  Asia  plus  a  relatively  cheap  U.  S.  dollar  pushed  foreign  sales 
of  U.  S.  steel  to  nearly  7  million  tons,  the  most  since  1974.  This 
year,  foreign  economies  will  slow,  trimming  steel  exports  to 
less  than  5  million  tons.  At  least  imports  won't  grow.  The 
weak  dollar  could  hold  them  to  about  18.37  of  the  U.  S.  mar- 
ket— the  same  as  last  year.  That's  below  the  20.37'  cap  set  by 
voluntary  restraint  agreements  (VRAs)  that  expire  in  March. 

Even  so,  imports  may  become  a  contentious  issue.  A  new 
steel  trade  agreement  was  supposed  to  have  replaced  the 
quotas.  Now,  it  isn't  expected  until  later  this  year  at  the 
earliest.  If  an  accord  doesn't  materialize,  domestic  steelmakers 

say  they  may  file  dumping 
complaints  against  Japan, 
Brazil,  and  Korea,  among 
others — a  move  that  could 
scuttle  the  trade  talks. 

The  other  possibility  is 
that  President  Bush  could 
extend  the  VliAs.  He  has 
said  he  won't.  But  election- 
year  politics  make  it  a  60- 
40  possibility,  analysts  say. 
John  K.  Griffin,  president 
of  the  American  Institute 
for  International  Steel,  is 
one  who  thinks  quotas  are  not  neeeded.  U.  S.  steelmakers,  he 
claims,  are  much  better  prepared  to  hold  off  imports  now  than 
when  the  VRAs  were  negotiated  in  1984.  In  the  1980s,  the 
Americans  slashed  their  steel  employment  by  587,  to  164,000 
workers,  cut  their  capacity  by  307,  to  117  million  tons,  and 
siTent  billions  to  modernize.  Now,  they  can  produce  a  ton  of 
cold-rolled  steel  in  5.3  work  hours,  down  447  from  10  years 
ago,  which  bests  both  Japan's  5.6  hours  and  Germany's  5.7. 

Ironically,  the  toughest  competition  for  Big  Steel  now  comes 
from  domestic  minimills,  which  recycle  scrap,  and  from  small 
"reconstituted"  mills — facilities  spun  off  from  rivals  and  made 
more  efficient.  One  of  the  former,  Nucor  Corp.,  needs  only  0.8 
work  hours  to  make  a  ton  of  high-quality  flat-rolled  sheet  at 
its  brand  new  Crawfordsville  (Ind.)  plant. 
Continued  pressure  from  such  companies  is  forcing  the 
large  integrated  mills  to  close  more  capacity. 
In  July,  the  American  Iron  &  Steel  Institute 
shaved  its  estimate  of  U.  S.  primary  capacity 
from  119  million  tons  to  117.6  million.  Christo- 
pher Plummer,  an  analyst  at  WEFA  Group, 
thinks  that  could  fall  to  115  million  tons  this 
year.  USX,  for  one,  may  close  its  South  Works 
in  Chicago.  And  the  failure  of  joint  venture 
discussions  between  Bethlehem  Steel  and 
British  Steel  could  lead  to  the  closing  of  Beth- 
lehem mills  in  Harrisburg  and  Bethlehem,  Pa. 

"Overall,  steel  will  have  a  better  year  than 
last,"  says  Herbert  Elish,  chairman  of  West 
Virginia's  Weirton  Steel  Corp.  But  better  is 
relative.  Even  companies  that  have  remade 
themselves  don't  have  the  luxury  of  relaxing. 

By  Michael  Scliroecler  in  Pittsburgh 
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NISSAN  WINS 
MANUFACTURERS 
CHAMPIONSHIP 
FOR  THIRD  YEAR 
IN  A  ROW. 


Dedication,  engineering  and  just  plain  guts 
combined  to  give  Nissan  its  third  straight 


IMS  A  Camel  GTP  championship  at  Road 
America,  Wisconsin. 

Chip  Robinson  and  Geoff  Brabham,  still 
suffering  the  effects  of  a  practice-round  crash, 
suffered  at  Road  America  two  months  ago, 
fended  off  the  usual  complement  of  Porsches 
and  Jaguars  this  season  to  make  Nissan  the 
first  Japanese  manufacturer  to  do  the 
trick  in  what  has  been  called  "the  toughesi 
test  in  American  racing!'  The  victory  alsc 
established  Nissan  as  the  most  reliablj 
builder  of  GTP  cars  in  the  last  few 
In  fact  coupled  with  a  GTU  cham^ 
it  could  make  P 


SO  WHAT? 

On  the  face  of  it,  this  is  just  another  "who  cares" 
victory  ad.  But  look  a  little  closer  and  it's  a  story  of 
quality  and  dependability.  Because  the  same  commit- 
ment that's  capable  of  building  the  most  reliable  car 
on  American  tracl<s,  is  working  toward  building  the 
most  reliable  cars  on  the  American  road.  And  that, 
you  should  care  about. 


IMISSAN 


B  U  I  L  r  FOR  THE 
HUMAN  RACE" 


For  more  informarion  call  1-800-NISSAN-6  Sman  people  always  read  the  fine  prim  And  chey  always  wear  char  seat  belts 


Manufacturing 


CHEMICALS 


REHEATIHG  SLOWLY  BUT  SURELY 

Last  year's  cost-cutting  will  mean  fatter  margins  in  '92 


Some  of  the  fun  went  out  of  the  party  for  chemical 
makers  last  year.  The  industry's  net  earnings  fell  10%, 
to  $21  billion,  even  though  sales  rose  marginally,  to  $290 
billion.  This  mainly  reflected  the  recession,  which  cut  demand, 
held  the  average  chemical  price  increase  to  1.5%,  and  left 
producers  operating  at  only  78%  of  capacity,  down  three  points 
from  a  year  earlier.  This  year  looks  brighter.  Industry  sales 
could  rise  5%-,  analysts  say.  Earnings  could  jump  167". 

In  part,  1992's  higher  margins  will  reflect  lower  costs  for 
most  producers.  True,  compensation  costs  are  rising,  especially 
for  health  care.  But  the  price  of  oil,  a  key  feedstock  as  well  as 
a  fuel  for  many  chemical  plants,  is  down  to  $18.75,  after 
spiking  to  as  much  as  $40  during  last  year's  gulf  war.  Overall, 
raw-material  costs  for  chemical  makers  could  be  down  2%  this 
year,  says  the  Chemical  Manufacturers  Assn.  (CMA). 

Other  indicators  of 
the  industry's  health 
should  be  strong,  too. 
Research  and  develop- 
ment expenditures, 
which  rose  57'  last  year, 
to  $13  billion,  should  in- 
crease at  about  the 
same  rate  in  1992.  The 
trade  balance  in  chemi- 
cals won't  look  as  im- 
pressive as  it  did  last 
year,  when  exports  rose 
77 ,  to  $43.5  billion.  But  there  should  still  be  a  surplus  of  about 
$18.5  billion,  compared  with  $19.5  billion  in  1991. 
RECOMBINATION.  Last  year's  trade  number  partly  reflected 
strong  demand  from  Europe  after  the  war  cut  supplies  of 
petroleum-based  chemicals.  But  the  cheap  dollar  doesn't  hurt. 
And  the  domestic  industry  is  starting  to  profit  from  five  years 
of  restructuring,  which  was  spurred  by  fierce  foreign  competi- 
tion. In  mid-December,  Union  Carbide  Corp.  said  that  before 
midyear  it  will  spin  off  to  shareholders  Union  Carbide  Indus- 
trial Gases  Technology  Corp.,  one  of  the  world's  three  largest 
industrial  gas  producers.  Uf'IG's  worldwide  sales  in  1990  were 
nearly  $2.4  billion,  up  177  from  the  year  before.  Splitting  it  off 
from  other  Carbide  businesses  will  give  it  a  sharper  manage- 
ment focus  and  direct  access  to  capital — both  prerequisites  for 
success  in  international  competition. 

American  Cyanamid  Co.  is  also  slimming 
down  and  shaping  up.  Last  year,  it  sold  sever- 
al of  its  elastomer  businesses,  which  make 
rubber-like  materials,  as  part  of  a  plan  to  get 
rid  of  one-third  of  its  worldwide  chemical  op- 
erations. What's  left,  says  Chief  Executive 
George  J.  Sella  Jr.,  will  be  regrouped  into  a 
new,  more  profitable  international  unit.  In 
1991,  chemicals  contributed  about  $1.1  billion 
to  Cyanamid's  overall  sales,  257-  to  307"  of  the 
total.  But  operating  earnings  of  those  opera- 
tions were  only  about  $30  million,  and  most  of 
that  was  from  agricultural  chemicals. 

Even  industry  giant  Du  Pont  Co.  is  slicing 
$1  billion  in  costs  from  its  chemical  business- 
es. As  a  result,  says  Chief  Executive  Edgar  S. 


CHEMICAL  TRADE 
SHOULD  STAY  BRISK 
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Woolard  Jr.,  "we  look  for  some  improvement  in  our  financial 
performance  in  1992,  whether  or  not  the  economy  recovers  to 
a  significant  degree."  Demand  is  no  problem  for  at  least  one 
product,  the  synthetic  fiber  Lycra.  Analysts  say  $900  million  ini 
Lycra  sales  last  year  produced  nearly  $250  million  in  operating 
income,  about  10%'  of  Du  Font's  total.  The  fiber  is  doing  well 
because  French  and  U.  S.  clothing  designers  have  suddenly 
discovered  it. 

EMISSION  CONTROL.  Such  success  stories  may  be  harder  to  find 
in  1992.  Still,  agricultural  chemicals  could  again  be  good  profit- 
makers  for  Monsanto  Co.  and  IMC  Corp.,  especially  if  it's  a 
wet,  buggy  spring  down  on  the  farm.  And  fertilizer  makers 
may  do  better  because  of  big  anticipated  corn  and  wheat  sales 
to  Eastern  Europe  and  the  former  Soviet  Union  (page  107). 
This  year  looks  promising  even  for  some  smaller,  diversified 

producers,  such  as  Air 
Products  &  Chemicals 
Inc.,  which  makes  in- 
dustrial gases  and  pol- 
lution-control systems. 
In  its  fiscal  year  ended 
last  Sept.  30,  Air  Prod- 
ucts' net  rose  87c,  to 
$249  million,  on  flat 
sales  of  $2.9  billion. 
Health  care  costs  will 
V'  hurt  profits  some  this 
year.  An  October  poll  of 
the  185  CMA  member  companies  found  an  anticipated  medical 
cost  increase  of  117-  in  1992.  More  distressing  for  the  long 
term  will  be  environmental  cleanup  expenses.  Last  summer 
Environmental  Protection  Agency  Chief  William  K.  Reilly 
challenged  81  companies  to  voluntarily  halve  their  emissions  of 
17  toxic  chemicals  by  1995.  By  December,  77  had  agreed  to  do 
so.  Some  already  have  made  big  progress.  Monsanto,  for  ex 
ample,  has  cut  its  toxic  air  releases  by  587'  from  1987  levels 
Still,  the  cost  of  cleaning  up  abandoned  or  inactive  hazardous 
dump  sites  will  be  staggering.  More  than  $14  billion  has  been 
spent  on  the  Superfund  program  over  the  past  decade — to 
sanitize  fewer  than  70  of  the  1,200  sites  on  the  list.  Estimates 
put  the  total  cleanup  bill  at  $100  billion  to  $500  billion. 

Municipal  governments,  lenders,  and  small-business  groups 
are  all  lobbying  Congress  to  be  freed  of  their 
Superfund  liability,  which  now  extends  to  any 
party  that  has  contributed  1%  of  the  waste  at 
a  particular  site.  If  they  are  let  off  the  hook 
says  John  W.  Johnstone,  chief  executive  of 
Olin  Corp.  and  chairman  of  the  CMA,  chemical 
companies  will  have  to  pay  more  and  "v/ill  be 
in  deep  trouble."  He  claims  that  the  industry 
already  is  paying  "a  disproportionate  share  of 
the  Superfund  cleanup." 

An  equally  challenging  threat  could  develop 
this  year.  For  months,  there  have  been  ru 
mors  of  impending  megamergers  of  European 
chemical  companies.  If  that  happens,  the  ef- 
forts of  U.  S.  producers  to  get  costs  down  will 
no  doubt  become  even  more  intense. 

By  Jane  H.  Cutaia  in  New  York 


■91  '92 
-EST.- 


74  BUSINESS  W/EEK/JANUARY  13,  1992 


INDUSTRY  OUTLO 


Manufacturing 


FOOD  PROCESSING 


CALL  THIS  THE  YEAR  OF  THE  PICKY  CONSUMER 


Recession-molded  habits  and  better  labeling  will  keep  grocery  shoppers  smart 


Sara 


For  the  $255  billion  food-processing  industry,  the  recession 
isn't  the  biggest  worry  in  1992.  Following  up  on  its 
crackdown  last  year  on  low-cholesterol  and  other  health 
claims,  the  Food  &  Drug  Administration  now  is  hashing  out  a 
far-reaching  overhaul  of  basic  food  labels.  Beyond  that,  con- 
sumers are  displaying  a  new  thriftiness  that  is  expected  to 
outlive  the  slump  and  could  require  big  changes  in  tried-and- 
true  methods  of  selling  high-margin,  brand-name  foods. 

As  the  industry  wrestles  with  both  challenges,  it  can  console 
itself  with  healthy  profits.  The  earnings  of  11  large  indepen- 
dent food  companies  could  climb  nearly  IS%  this  year,  vs. 
11.6''<  last  year,  and  their  operating  margins  may  increase, 
estimates  John  M.  McMillin,  a  food  industry  expert  at  Pruden- 
tial Securities  Inc.  Even  a  double-digit  gain  could  look  modest 
if  the  economy  recovers 
and  cyclical  industries 
rebound  smartly.  So 
food  stocks  as  a  group 
might  trade  at  a  slight 
discount  to  the  Stan- 
dard &  Poor's  500-stock 
index.  Still,  predicts 
Bonnie  L.  Wittenburg,  a 
food  analyst  for  Minne- 
apolis-based Dain  Bos- 
worth  Inc.,  companies 
with  vigorous  growth 
prospects  should  out- 

pei'form  the  stock  market.  She  expects  these  Ui  inclu 
Lee,  General  Mills,  and  Kellogg. 

ME-TOO  ITEMS.  They'll  have  to  scratch  for  every  penny, 
though.  Excluding  the  effect  of  coupons,  retail  food  prices 
plunged  by  $2  billion  in  the  12  months  ending  on  Sept.  30,  1991, 
according  to  market-researcher  Information  Resources  Inc. 
Much  of  this  drop  was  absorbed  by  grocers.  But  to  protect 
their  margins,  food  processors  have  been  cutting  costs.  In  last 
year's  fourth  quarter,  for  example,  Kraft  General  Foods  Inc. 
took  a  $455  million  pretax  charge  to  streamline  its  manufactur- 
ing and  distribution  facilities.  This  will  add  $750  million  to  its 
pretax  earnings  by  1996,  Kraft  believes.  Pepsico  Inc.  took  an 
aftertax  write-off  of  $62.4  million  in  1991 's  third  quarter,  most- 
ly to  cover  1,800  layoffs  at  its  Frito-Lay  Inc.  unit. 

Food  processors  are  also  realizing  that 
"good  value  is  an  increasingly  important  crite- 
rion" in  satisfying  customers,  says  William  D. 
Smithburg,  chairman  of  Quaker  Oats  Co. 
That  means  delivering  products  that  can  be 
prepared  (juickly  and  that  offer  higher  nutri- 
tion or  other  features  for  which  they  will  pay 
extra.  So  far,  this  has  led  to  a  proliferation  of 
me-too  items  "where  there  isn't  a  true  point 
of  difference"  between  brands,  concedes  Con- 
Agra President  Philip  B.  Fletcher.  To  boost 
sales,  food  companies  thus  have  been  shifting 
advertising  dollars  into  promotions,  especially 
coupons.  While  such  tactics  haven't  sapped 
margins  yet,  industry  experts  say  they  can 
erode  brand  loyalty  and  may  eventually  condi- 
tion shoppers  to  buy  mainly  on  price. 


WINNING  SALES  FROM 
GROCERY  STORES 
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There'll  be  another  incentive  to  make  distinctive  products 
once  new  labeling  rules  take  effect  in  mid-1993.  Food  proces- 
sors are  still  wading  through  2,000  pages  of  changes  that  the 
FD.\  proposed  in  November.  For  instance,  the  government 
wants  to  end  misleading  health  and  nutrition  claims  such  as 
those  often  made  for  vegetable  oil.  It's  100?^  fat,  but  labels 
often  confuse  the  issue  by  claiming  it  contains  no  cholesterol 
Changing  labels  will  cost  at  least  $1.5  billion,  the  fda  says 
mostly  for  nutritional  analysis  of  some  366,000  items. 

More  information  or  not,  consumers  still  prefer  name  brands 
to  private-label  foods — those  that  carry  the  local  grocery 
name.  Even  last  year,  with  the  recession  biting  into  household 
budgets,  private  labels  didn't  expand  their  13.5%  or  so  share  ol 
the  market.  The  bigger  challenge  for  food  processors  is  to 

adapt  to  a  shift  in  food 
sales  patterns.  In  1987 
some  15%  of  U.  S.  pack- 
aged-food  sales — $37. -4 
billion — were  made  out 
side  grocery  stores,  in 
outlets  such  as  dis- 
counters and  warehouse 
clubs.  This  year,  the  fig- 
ure should  reach  $6'^ 
billion,  or  19.3%  of  tota: 
sales,  says  Technomic 
Inc.,  a  consulting  firm 
in  Chicago.  A  huge 
chunk  of  this  will  be  branded  foods,  which  some  discount 
stores  sell  at  everyday  low  prices. 

Foodmakers  earn  about  the  same  profit  selling  to  alterna 
five  outlets,  but  they  must  tailor  their  promotions,  distribution,|j 
and  packaging  for  them.  "We  are  giving  more  attention  to 
those  types  of  stores  than  in  the  past,"  notes  Howard  M.  Dean 
Jr.  He  is  chairman  of  Dean  Foods  Co.,  a  dairy  and  processed 
vegetables  company  based  in  Franklin  Park,  111.,  that  is  devel 
oping  better  bulk  packaging.  One  recent  example:  a  package 
with  a  handle  that  will  hold  a  pair  of  one-gallon  milk  jugs. 
BORDER  WATCH.  The  popularity  of  alternative  outlets  signals  a 
change  in  food-shopping  habits,  not  a  boom  in  total  U.  S.  food 
sales,  which  grow  only  1%  to  2%  a  year.  So  international 
expansion  is  the  way  to  faster  growth.  As  the  end  nears  for 
trade  barriers,  Europe  is  drawing  more  atten 
tion  from  H.  J.  Heinz  Co.  and  Kraft,  which 
already  have  sizable  positions  there.  Dean 
Foods  and  other  U.  S.  packaged-foods  giants 
see  opportunities  in  Mexico,  especially  if  the 
U.  S.  signs  a  free-trade  pact  there. 

In  a  departure  from  the  1980s,  few  proces 
sors  are  looking  for  big  acquisitions  or  dives- 
titures to  spur  growth.  True,  Quaker  complet- 
ed its  spin-off  of  Fisher-Price  Inc.  last  year 
and  ConAgra  spent  $455  million  for  Golden 
Valley  Microwave  Foods  Inc.  But  at  home  or 
in  Europe,  says  ConAgra's  Fletcher,  "I  don't 
see  great  bargains  out  there."  That  may  be 
true  for  food  companies.  But  for  shoppers, 
1992  may  be  a  buyer's  market. 

By  Lois  Therrien  in  Chicago 
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New  Kodak  2100  series  copier-duplicators.  Just  when  you  thought  you  couldn't  get  better  copies, 
you  can.  Copies  so  good  you'll  think  they're  originals. 

Great  copies  that  arrive  quickly  and  reliably.  New  Kodak  2100  series  copier-duplicators  deliver  solid  solids 
and  sensational  reproductions  that  give  your  communications  a  professional  look.  And  do  it  110  times  a  minute, 
every  minute.  For  the  ultimate  finishing  touch,  there's  pushbutton  AccentColor.  Plus  a  unique  ability  to 
merge  information— such  as  addresses,  distribution  lists  and  special  messages— with  any  document  you  copy. 

Kodak  2110  and  2120  copier-duplicators  come  with  the  superb  support  and  service  you  expect  from 
Kodak,  complete  with  rf^mote  diagnostics— and  that  means  more  uptime,  all  the  time. 
For  details,  call  1-800-255-3434,  Fxt.2100. 
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YET  SATISFYiniG. 


Once  you  get  a  taste  of  our  no-nonsense  approach  to  luxury,  you'll  have 


a  hard  time  settling  for  anything  less.  Whether  you  want  to  wine  and  dine  a 


client  in  sumptuous  surroundings,  or  simply  enjoy  a  late-night  burger,  we  go 


all  out  to  satisfy  you.  For  reservations  at  a  Westin,  Caesar  Park,  Camino  Real 
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or  the  Hotel  Vler  Jahreszeiten,  call  your  travel  consultant  or  800-228-3000. 
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RETAILING 


SHOPPER  SIGHTINGS  REPORTED 


Retail  sales  in  1992  can  hardly  help  heading  out  of  the  basement 


J 


iim  Anathan,  president  of  Filene's  Basement  Inc.,  sums  up 
the  mix  of  gloom  and  hope  that  most  retailers  feel  these 
days.  "When  I  pick  up  the  papers  and  read  about  retailing 
now,  I  want  to  slit  my  wrists,"  says  Anathan,  whose  37-store, 
$460  million  chain  is  concentrated  in  the  recession-weary 
Northeast.  "But  I  do  think  there'll  be  a  pickup  in  the  second 
quarter,  and  that  fall  is  going  to  be  decent." 

This  year  should  at  least  be  better  than  1991,  when  the  gulf 
war  and  an  unexpectedly  deep  recession  kept  shoppers  away 
in  droves.  The  result  was  an  estimated  1.5'^'^  drop  in  inflation- 
adjusted  retail  sales.  Unending  pre-Christmas  promotions 
didn't  help  much:  1991  holiday  sales  were  expected  to  be  flat  in 
real  terms  compared  with  1990.  Retailers  did  manage  to  rein  in 
expenses  in  1991,  often  by  keeping  a  lid  on  inventories.  Thus, 
companies  such  as  May  Department  Stores  Co.,  Pier  1  Imports 
Inc.,  and  The  Limited  Inc.,  which  had  soft  same-store  compari- 
sons for  most  of  last  fall,  still 
probably  managed  to  push  prof- 
its up  for  all  of  1991. 

For  1992,  revenues  and  profits 
will  nudge  upward  again.  As 
cautious  consumers  work  to  pay 
down  their  debt  and  refinance 
mortgages,  there  will  be  "poten- 
tial increases  in  shoppers'  bud- 
gets," says  Carl  Steidtmann, 
chief  economist  at  retail  consul- 
tants Management  Horizons.  By 


Factory  outlet  malls  are 
cropping  up  closer  to  cities, 
challenging  traditional  malls 
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the  second  half,  a  pickup  in  employment  should  contribute  to 
an  inflation-adjusted  increase  in  consumer  spending  of  a  little 
more  than  1%,  according  to  Steidtmann.  Apparel  sales  should 
enjoy  modest  real  gains  as  shoppers  start  making  the  pur- 
chases they  deferred  in  1990  and  1991.  Putting  all  this  togeth- 
er, Walter  Loeb,  a  New  York-based  retail  consultant,  expects 
retail  sales  this  year  to  rise  an  inflation-adjusted  1.57c. 
YOUTH  BUST.  That's  anemic  compared  with  the  47  annual 
gains  scored  in  the  mid-'80s.  During  those  heady  years,  the  tail 
end  of  the  Baby  Boom  entered  the  working  population,  creat- 
ing plenty  of  demand  for  wardrobes,  appliances,  and  furniture. 

Those  good  days  won't  return  soon.  For  most  of  the  '70s  and 
'80s,  the  25-and-over  set  grew  by  2%  or  more  annually.  In  the 
'90s,  the  number  of  adults  25  years  and  older  should  grow  by 
1%  or  less  a  year.  This  trend  translates  into  a  long-term 
decline  in  the  number  of  new  shoppers  and  a  slowdown  in  new- 
household  formation  that  will  hurt  sales  of 
furniture  and  big-ticket  appliances.  For  older 
shoppers,  lingering  fears  of  being  laid  off  will 
dampen  any  recovery  in  consumer  confidence, 
which  as  the  year  began  hovered  around  the 
low  it  hit  in  the  1982  recession. 

In  short,  many  retailers  still  have  plenty  to 
do  in  order  to  prosper  or,  in  some  cases,  to 
reverse  big  losses.  "In  the  first  half  of  1992, 
you  will  witness  several  major  retailers  re- 
quiring debt  restructurings,"  predicts  Law- 
rence Marsiello,  president  and  CEO  of  CIT  Fac- 
toring, which  provides  financing  to  retail 
suppliers.  For  example,  R.  H.  Macy  &  Co., 
which  has  $3.4  billion  in  debt,  reported  a 
$155.4  million  loss  for  its  1992  first  quarter, 
ended  Nov.  2.  That  comes  on  top  of  a  $150 
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million  loss  for  all  of  fiscal  1991.  Not  to  worry,  says  Macy's 
Vice-Chairman  Myron  E.  Ullman  III.  "We  won't  file  Chapter 
11  now  or  at  the  end  of  the  year."  Instead,  analysts  expect 
Macy  to  do  a  big  debt  restructuring  or  to  sell  assets. 

Another  beleaguered  retailer,  Sears,  Roebuck  &  Co.,  has  cut 
annual  expenses  by  about  $400  million.  Analyst  Peter  Siris  of 
UBS  Securities  Inc.  estimates  that  continued  cost-cutting  could 
add  $1.40  to  Sears'  1992  earnings  per  share.  Sears  executives 
still  expect  a  tough  year,  though.  The  $32  billion  retailer  relies 
on  sales  of  hard  goods — washers,  furniture,  and  the  like — for 
two-thirds  of  its  merchandise  dollars.  Hardgoods  sales  will 
remain  under  pressure  until  housing  starts  move  up  strongly 
again  (page  120). 

GETTING  MAILED.  Sears  and  Kmart  will  have  to  hustle  to  keep 
pace  with  No.  1  Wal-Mart.  In  1992,  that  company  should  boost 
its  sales  by  $10  billion,  to  about  $54  billion,  largely  by  adding 

stores.  Its  same-store  sales  over 
1991  should  be  up  about  9%.  An- 
alysts figure  that  Kmart  will 
grow  smartly,  too,  from  $34.5 
billion  to  $38  billion  in  sales.  As 
it  redoes  its  stores,  Kmart  is 
finding  that  sales  per  square 
foot  are  climbing  307  vs.  the  av- 
erage for  unremodeled  locations. 
The  renovations  continue,  since 
Wal-Mart  is  moving  into  the 
Northeast,  a  Kmart  stronghold. 
Others  will  do  better  with  a  marketing  plan  that  fits  with 
the  subdued  times.  The  big  winner  in  this  category  is  The  Gap 
Inc.  Analyst  Heidi  Steinberg  of  Salomon  Brothers  Inc.  figures 
that  its  sales  will  rise  to  $3.1  billion,  29%  more  than  in  1991. 
Gap  prices  are  hardly  rock-bottom,  but  the  quality  is  good,  and 
the  fashion  fits  an  age  when,  as  Steinberg  says,  "it's  almost 
immoral  to  be  ostentatious." 

Catalogers  such  as  Lands'  End  Inc.  also  deliver  down-to- 
earth  fashion.  The  improving  quality  of  merchandise  available 
through  catalogs,  plus  a  level  of  convenience  often  superior  to 
that  of  department  stores,  fueled  increases  of  127  in  mail- 
order sales  in  1991,  and  will  again  in  1992,  predicts  catalog 
consultant  Maxwell  Sroge. 

Another  winner  should  be  the  manufacturers'  outlet  mall. 
These  centers  started  more  than  12  years  ago  as  discount 
dumping  grounds  for  apparel  makers'  unsold  goods.  C.  Robert 
Meyers,  president  of  Factory  Outlet  Consul- 
tants in  Fairfax,  Va.,  estimates  that  160  such 
malls  will  open  before  1995:  270  already  exist. 
The  newer  centers  have  spiffier  formats  than 
their  predecessors  and  are  cropping  up  closer 
to  cities,  posing  stiff  competition  to  traditional 
malls.  Looking  for  a  piece  of  the  action,  top- 
name  retailers  such  as  Brooks  Brothers,  Saks 
Fifth  Avenue,  ^hd  Nordstrom  are  opening 
outlet  stores,  too. 

The  proliferation  of  outlet  malls  could  fur- 
ther diminish  the  appeal  of  full-price  stores. 
Yet  retailers  are  taking  the  risk  because  they 
know  shoppers  are  getting  choosier.  In  1992, 
the  quest  to  please  these  elusive  consumers 
will  test  retailers'  marketing  mettle. 

By  Laura  Zinn  in  New  York 
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WHOLESALING 


Orders  ai'e  down,  money  is  scarce,  and  a  shakeout  is  starting  to  look  inevitable 


I 


attling  slack  sales,  Sean  B.  DeForrest,  CEO  of  American 
Lock  &  Supply  Inc.  in  Anaheim,  Calif.,  is  trying  to  make 
it  easier  than  ever  to  do  business  with  him.  Any  custom- 
er with  a  personal  computer  can  dial  a  computer  at  the  $70 
million  security  products  wholesaler,  tap  in  an  order,  and  know 
within  seconds  when  it  will  be  shipped.  DeForrest  says  that 
this  computer-to-computer  connection  gives  his  company  a 
"lock"  of  sorts  on  buyers.  It  also  cuts  paper-shuffling.  "Our 
output  per  person  has  gone  up  unbelievably,"  he  brags.  "That 
has  freed  up  salespeople  to  provide  better  service." 

Across  the  $1.9  trillion  U.  S.  wholesaling  industry,  this  ap- 
proach is  suddenly  a  hot  ticket.  With  the  dismal  economy 
squeezing  sales  and  with  competition  eroding  margins,  large 
and  small  distributors  alike  are 
using  technology  to  raise  pro- 
ductivity and  boost  sales — or 
hold  on  to  what  they've  got.  For 
a  few  thousand  dollars,  a  whole- 
saler can  "increase  inventory 
turnover  and  improve  service," 
says  Roger  E.  Peterson,  chief 
executive  of  Ace  Hardware 
Corp.,  a  $1.7  billion  distributor  in 
Oak  Brook,  111.  Ace  credits  such 
a  system  with  helping  boost  its 
1991  sales  about  .5'a  over  the 
1990  level. 

Nowadays,  wholesalers  need 
any  edge  they  can  get.  Last 
year,  their  industry's  gross  profits  shrank  an  estimated  67f ,  to 
$339.4  billion,  a  four-year  low.  This  year,  they  may  rebound  by 
2%,  to  about  $345.5  billion,  according  to  the  National  Associa- 
tion of  Wholesaler-Distributors  (NAW).  But  margins  are  suffer- 
ing as  retailers,  themselves  under  pressure,  demand  lower 
prices.  Gross  profits  as  a  percentage  of  sales  slipped  half  a 
point  last  year,  to  19.67f,  says  the  naw,  and  may  dip  to  197 
this  year.  "There's  a  hell  of  a  lot  of  speculation  as  to  whether 
we're  still  in  recession  or  whether  it's  an  anemic  recovery.  But 
individual  comjmnies  don't  care,"  says  John  F.  Church  Jr., 
chairman  of  the  NAW  and  president  of  Cincinnati  Cordage  & 
Paper  Co.  What  they  know  is  that  "business  is  down." 

It  could  be  slow  in  coming  back.  "There  are  things  funda- 
mentally bad  in  the  economy,"  says  Wiley  N. 
Caldwell,  president  of  W.  W.  Grainger  Inc.,  a 
$2  billion  industrial-products  distributor  in 
Skokie,  111.  Prime  among  them:  a  cautious 
U.  S.  banking  system  that  won't  provide  cred- 
it easily,  especially  for  small  distributors. 

With  money  scarce,  wholesalers  are  vying 
fiercely  to  preserve  their  share  of  lackluster 
markets.  Even  in  the  relatively  healthy  phar- 
maceutical end  of  the  business,  price  competi- 
tion is  narrowing  returns.  Says  Burton  H. 
Clin,  chief  executive  of  Humiston-Keeling 
Inc.,  a  $725  million  drug-distributor  in  Chica- 
go: "We're  seeing  downward  pressure  on 
gross  profits,  and  I  don't  foresee  it  stopping." 
Clin  feels  pinched  between  small  regional 
drug  distributors  and  the  industry  giants, 
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such  as  Bergen  Brunswig,  McKesson,  and  Foxmeyer.  In  the 
laboratory-supply  part  of  the  industry,  business  has  rebounded 
a  bit  recently.  But  last  spring  was  a  lean  time  for  VWR  Corp.  in 
Media,  Pa.,  a  leading  distributor.  "It  was  like  somebody  had 
shot  the  postman,"  says  Chief  Executive  Jerrold  B.  Harris. 

Skimpy  orders  are  forcing  restructurings  by  wholesalers  in 
some  hard-pressed  parts  of  the  industry  or  of  the  country. 
Emery  H.  White  Jr.,  president  of  the  Emery -Waterhouse  Co. 
in  Portland,  Me.,  has  had  to  shut  an  unprofitable  appliance 
business  and  sell  off  a  few  of  his  retail  outlets  to  cope  with 
New  England's  two-year  downturn.  He  says  that  sales  right 
now  "are  very  tough  to  come  by"  for  his  $100  million  hard- 
ware and  building-products  wholesaling  company. 

Some  outfits  haven't  been 
able  to  cope.  General  Hardware 
Co.  in  Atlanta,  once  a  $130  mil- 
lion regional  powerhouse,  be- 
came a  bankruptcy  casualty  last 
summer.  It  liquidated  when 
slack  sales  left  it  unable  to 
shoulder  a  stiff  leveraged- 
buyout  debt  load. 
TEAM  PLAY.  Not  Surprisingly, 
the  strain  has  speeded  consolida- 
tion. Even  in  struggling  sectors, 
suitors  think  efficiency  and  mar- 
ket clout  are  improved  by  team- 
ing up.  Sales  and  profits  both 
have  climbed  nicely,  for  in- 
stance, at  Merisel  International  Inc.,  a  $1.5  billion  international 
distributor  of  personal-computer  products.  It  was  formed  in 
early  1990,  when  Microamerica  Inc.  merged  with  Softsel  Com- 
puter Products  Inc.  Analysts  think  Merisel's  net  income  could 
double  in  1992,  to  $15.1  million,  if  sales  rise  an  expected  16%, 
to  nearly  $1.8  billion.  One  reason:  To  boost  their  own  sales, 
manufacturers  such  as  Compaq  Computer  Corp.  now  use  big 
distributors  such  as  Merisel  to  blanket  retailers. 

Consolidation  also  is  being  driven  by  big  customers  of 
wholesalers.  Such  behemoths  as  Du  Pont  Co.  and  Union  Car- 
bide Corp.  prefer  to  deal  with  a  few  large  suppliers  who 
deliver  reliably  and  on  time.  So  sole-sourcing  arrangements 
are  becoming  the  rage,  says  Don  A.  Rice,  professor  at  Texas 
A&M  University  and  a  wholesaling  expert.  In 
fact,  he  thinks  some  big  buyers  are  going  too 
far,  moving  beyond  partnerships  based  on  sin- 
gle product  lines  to  exclusive  deals  on  scores 
of  items.  "They  just  buy  everything  from  one 
distributor,"  says  Rice,  "and  that  blows  a  lot 
of  people  out  of  the  water." 

But  complaining  won't  stop  such  arrange- 
ments, he  says.  So  U.  S.  wholesalers  will  con- 
tinue to  merge  because  competition  is  getting 
brutal.  "All  distributors  are  feeling  pressure, 
as  the  customer  wields  more  power,"  adds 
Arthur  Andersen  &  Co.  wholesaling  expert 
Patrick  W.  Dolan.  Indeed,  for  many  middle- 
men this  year,  the  level  of  service  they  offer 
may  determine  their  success  or  failure. 

By  Joseph  Weber  in  Philadelphia 
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HEALTH  CARE 


AN  OPERATION  FRAUGHT  WITH  RISKS 

'utting  health  care  costs  is  now  a  top  political  priority.  But  just  how,  where,  and  when  can  it  be  done? 


It  will  be  one  of  the  most  visible  campaign  issues  in  1992: 
How  to  reform  America's  $733  billion  health  care  system. 
It  was  critical  last  November,  when  Democrat  Harris  Wof- 
urd,  calling  health  care  "a  basic  right,"  upset  former  Attor- 
ley  General  Richard  Thornburgh  in  a  Pennsylvania  Senate 
I  ace.  Now,  nearly  every  candidate  is  peddling  a  fix-it  plan. 
I'okes  Aetna  Life  Insurance  Co.  President  Ronald  E.  Compton: 
'Health  care  is  a  growth  industry  for  politicians." 

That's  because  health  care  is  a  growing  burden  for  every- 
)ne.  In  1991,  the  nation's  medical  bill  rose  an  estimated  107', 
nore  than  three  times  the  overall  inflation  rate.  Although  that 
vas  the  smallest  percentage  increase  since 
l987,  health  care  spending  as  a  share  of 
jross  national  product  rose  0.3  points,  to 
12.5%,  and  this  year  could  hit  IS'/".  The  big- 
gest health  care  buyers — government  and 
Dusiness — are  frustrated.  So  are  employees, 
ivho  are  shouldering  more  of  the  burden. 
knd  some  34.7  million  Americans  remain  un- 
insured. Dr.  James  S.  Todd,  executive  vice- 
president  of  the  American  Medical  Assn., 
worries  about  "a  medical  meltdown." 

What  will  be  done  to  avoid  that — and  by 
when — isn't  clear.  President  Bush  is  expect- 
ed to  unveil  his  reform  proposal  in  his  State 
of  the  Union  address  this  month,  but  he 
won't  push  it  until  1993.  Meanwhile,  busi- 
ness coalitions,  health  groups,  and  politicians 
are  battling  over  some  50  other  reform 
plans,  ranging  from  Canadian-style  social- 
ized medicine  to  proposals  for  tax  credits 
and  other  incentives  for  those  who  shop  for 
the  best  medical  bargains.  The  pressure  for  sweeping  change 
may  build  to  uncontainable  levels  in  1992,  and  that's  unsettling 
for  a  medical  establishment  that  already  has  huge  problems. 
SHORTER  STAYS.  For  instance,  1992  will  be  another  tense  year 
for  the  nation's  6,700  hospitals,  which  soaked  up  about  38$  of 
every  health  care  dollar  spent  in  1991.  After  years  of  double- 
digit  cost  increases,  the  industry  got  relief  last  year,  when 
growth  in  its  labor  costs  slowed.  After  falling  for  most  of  the 
'80s,  net  margins  at  hospitals  rose  slightly  in  1991,  to  5.4%,  and 
should  grow  even  more  in  1992. 

Still,  hospital  admissions  continue  to  fall,  with  1991  occupan- 
cies averaging  65%,  the  lowest  level  since  1986.  This  hurt 
profits  at  even  the  biggest  chains.  Humana 
Inc.  in  Louisville,  which  operates  80  hospitals 
nationwide,  stunned  analysts  late  in  the  year 
by  forecasting  flat  first-quarter  earnings.  It 
blamed  a  1%  drop  in  September  and  October 
admissions.  Wall  Street  knocked  $4,  or  nearly 
15%,  off  Humana's  stock  price,  which  has  con- 
tinued to  fall.  Dean  Witter  Reynolds  Inc.  ana- 
lyst Todd  B.  Richter,  who  remains  optimistic 
that  Humana  will  funnel  more  patients  into 
its  hospitals,  has  cut  his  1992  profit  estimate 
by  2%,  to  $2.50  a  share. 

One  trend  hurting  hospitals  is  an  increase 
in  outpatient  surgery  and  rehabilitation.  Dal- 
las-based Medical  Care  International  Inc.,  the 
nation's  largest  operator  of  outpatient  surgi- 
cal centers,  handled  12%  more  cases  in  the 
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first  nine  months  of  1991  than  a  year  earlier.  Analysts  figure 
that  its  1991  earnings  rose  29%. 

Traditional  health  insurers  also  are  on  the  defensive.  Several 
reform  proposals  would  make  the  federal  government  the 
primary  buyer  of  health  care,  reducing  or  even  eliminating  the 
private  insurer's  role.  "The  industry  is  under  threat,"  says 
Carl  J.  Schramm,  president  of  the  Health  Insurance  Associa- 
tion of  America.  Indeed,  insurers'  profits  will  shrink  this  year, 
most  likely  by  double  digits,  analysts  say,  as  more  corporate 
clients  look  for  cheaper  plans.  Insurers'  attempts  to  compen- 
sate— in  some  cases  with  207-plus  premium  increases — 
will  drive  away  more  customers. 

One  beneficiary  could  be  health  mainte- 
nance organizations,  the  huge  medical 
groups  that  provide  lower-cost  care.  Last 
year,  their  total  membership  rose  15%,  to 
38.4  million  patients,  estimates  Health  Care 
Investment  Analysts  Inc.  But  the  low  rates 
that  bought  market  share  for  HMOs  also  are 
hurting  their  earnings.  Overall,  HMO  income 
is  expected  to  fall  to  $350  million  this  year 
from  $850  million  in  1991.  This  will  happen 
despite  a  14%  increase  in  premiums,  accord- 
ing to  a  survey  by  Hewitt  Associates,  which 
should  be  modest  enough  to  let  HMOs  woo 
even  more  business. 

HOME  CARE.  Medical-equipment  suppliers  will 
do  even  better.  Earnings  in  that  $23  billion 
industry  are  expected  to  rise  25%  this  year, 
according  to  analyst  Rachael  Scherer  at 
Dain  Bosworth  Inc.  in  Minneapolis.  All  the 
big  hospital  suppliers — Abbott  Laboratories, 
Baxter  International,  and  Johnson  &  Johnson — should  have 
healthy  gains,  generated  in  part  by  products  and  services  that 
cater  to  cost-conscious  customers.  For  instance,  Caremark 
Inc.,  Baxter's  $800  million  home  health  care  unit,  now  gives 
intravenous  treatments  at  home  to  those  who  otherwise  might 
have  to  be  hospitalized. 

The  group  that  could  have  the  toughest  year  is  the  nation's 
450,000  practicing  physicians,  whose  mean  income  rose  6%  in 
1991,  to  $164,000.  A  new  Medicare  payment  schedule  that  took 
effect  on  Jan.  1  cuts  fees  for  specialists,  but  pays  family 
physicians  and  internists  more,  an  attempt  to  treat  the  two 
more  equally.  And  doctors  everywhere  will  get  increased  scru- 
tiny from  health  care  purchasers  seeking  bet- 
ter quality.  "Higher  quality  means  lower 
costs,"  says  William  Goss,  manager  of  health 
care  programs  for  General  Electric  Co.,  which 
spends  about  $800  million  a  year  on  employee 
health  care. 

GE,  along  with  dozens  of  other  companies,  is 
participating  in  a  national  data  bank  set  up  by 
Dr.  Paul  Ellwood's -Interstudy,  a  Minneapolis 
think  tank,  to  track  the  treatment  of  millions 
of  patients.  By  this  fall,  employers  may  begin 
evaluating  the  data,  in  hopes  that  it  will  help 
them  choose  the  best  providers.  So  from  now 
on,  like  it  or  not,  health  providers  are  going  to 
live  under  a  microscope. 

By  Julia  Flynn  Siler  in  Chicago,  with  Susan 
B.  Garland  and  Paula  Dwyer  in  Washington 
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STILL  SHAKY,  EVEN  AFTER  THE  SHAKEOUT 


With  fewer  airlines  flying,  fares  will  rise  and  profits  return.  But  nobody  can  say  just  when  that  will  be 


Ask  most  airline  executives  what  they  expect  this  year, 
and  you'll  get  a  weary  shrug.  "As  every  day  goes  by, 
you  begin  to  wonder  how  good  your  numbers  are," 
says  John  C.  Pope,  vice-chairman  of  United  Airlines'  parent 
UAL  Corp.  "You  turn  up  your  hands  and  say:  'Who  knows?'  " 
That's  the  question  of  the  year  for  1992.  In  the  18  months 
since  the  economy  soured  and  the  gulf  war  wreaked  havoc  on 
airline  traffic,  the  industry  has  bled  a  frightful  $4  billion-plus. 
Three  major  carriers — Eastern  Air  Lines,  Pan  Am,  and  Mid- 
way Airlines — have  failed.  Three  others — Continental,  TWA, 
and  America  West — are  in  default  or  bankruptcy.  More  than 
57,000  people  have  been  laid  off.  And  airline  shareholders  have 
watched  nearly  $2  billion  of  their  paper  wealth  evaporate  in 
the  stock  market.  Many  analysts  think  the  industry  may  actu- 
ally turn  a  profit  in  1992 — if 
the  economy  resurfaces  as  ear- 
ly as  the  second  quarter.  But 
the  carriers  themselves  don't 
seem  to  be  betting  on  that. 

"We  see  no  prospect  of  a 
near-term  recovery,"  says  Don- 
ald J.  Carty,  executive  vice- 
president  for  finance  and  plan- 
ning of  American  Airlines' 
parent,  AMR  Corp.  Says  Unit- 
ed's  Pope:  "Things  were  so  bad 
it  will  take  [the  business]  a 
long  time  to  come  back."  Unit- 
ed estimates  that  its  1991  loss 
topped  $230  million,  more  than 
double  its  previous  record  loss.  And  Pope  expects  no  letup  in 
the  first  quarter.  At  uSAir  Group  Inc.,  Chief  Executive  Seth  E. 
Schofield  puts  his  1991  loss  at  $500  million.  He  isn't  counting 
on  profits  again  until  1993's  second  quarter. 

Of  course,  the  airlines  will  eventually  rebound.  Most  experts 
argue  that  the  recession  and  the  war  simply  accelerated  an 
industry  shakeout  that  began  with  deregulation  back  in  1979. 
Now,  they  say,  hard  times  are  finally  forcing  out  marginal 
players  and  excess  capacity.  As  kamikaze  discounters  fail,  the 
carriers  that  remain  will  absorb  their  traffic.  Eventually,  fares 
and  profits  will  rise.  "The  rockier  it  gets" — and  the  more 
carriers  that  disai)pear — "the  better  it  looks  for  the  survi- 
vors," says  analyst  Timothy  P.  Pettee  of  Alli- 
ance Capital  Management. 
HEADWINDS.  Wait  a  minute.  Does  it  make 
sense  to  cheer  for  a  continuing  recession  just 
to  flush  out  weak  airlines?  Not  everyone  buys 
that  argument.  "I'm  sure  the  carmakers  fig- 
ured they'd  be  in  Fat  City  as  soon  as  Packard 
and  Studebaker  got  out  of  their  way,"  says 
American's  Carty.  Indeed,  the  fascination 
with  potential  winners  and  losers  obscures 
some  important,  longer-range  consequences. 

For  one  thing,  even  the  winners  will  be 
scarred  by  the  storm  raging  through  the  busi- 
ness. United,  American,  and  Delta  have  in- 
cuired  total  estimated  operating  losses  of  $1.2 
billion  over  the  past  two  years — prompting 
American  to  cut  $8  billion  out  of  its  five-year 
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capital-spending  plan.  Meanwhile,  the  three  have  loaded  up  oiJ 
debt.  Add  in  off-balance-sheet  airplane  leases,  and  each  has  a| 
debt-to-capitalization  ratio  topping  757f ,  figures  Phillip  Bagga-f 
ley  of  Standard  &  Poor's  Corp.  That's  up  from  about  65%  in| 
1986,  adding  financing  costs  that  hurt  earnings. 

Other  expenses  are  piling  up,  too.  Fuel  prices  are  down — a| 
major  relief — but  costs  from  maintenance  to  travel-agencyl 
commissions  are  rising  fast  for  the  Big  Three  carriers.  Most] 
troublesome  are  labor  costs,  an  airline's  biggest  expense.  Inl 
the  past  year,  United,  American,  and  Delta  all  succumbed  tol 
union  demands  and  hiked  their  pilot  rates  to  new  highs.  Unit-I 
ed's,  for  instance,  will  climb  30%  over  the  next  three  years,  itsi 
union  calculates.  Says  American's  Carty:  "In  this  last  set  ofl 
contracts  we  didn't  do  an  adequate  job" — partly  because  pilotsj 

were  threatening  to  strike. 

Long    term,    the  conse- 
quences of  a  shakeout  will  be 
sobering  for  customers,  too. 
For  all  their  balance-sheet  ex- 
cesses, low-cost  airlines  such 
as  Continental  and  America 
West  have  kept  the  pressure 
on  the  likes  of  United,  Ameri- 
can, and  Delta  to  keep  fares  - 
down.  Continental's  uncharac- 1 
teristic  December  initiative  to  i 
-  raise  prices  $20  per  round  ' 

trip — a  move  quickly  followed 

  by  the  other  majors — shows 

that  fares  will  rise  eventually 
to  make  room  for  profits.  And  as  low-cost  carriers  fail,  pres- 
sure to  rein  in  expenses  may  ease,  too.  Says  First  Boston  Inc. 
analyst  Paul  P.  Karos:  "It'll  be  real  tough  from  now  on  to 
keep  pressure  on  costs." 

BANKING  HARD.  For  its  part,  the  financial  community  is  doing 
its  best  to  accelerate  the  shakeout.  After  years  of  easy  money, 
distressed  carriers  can't  raise  a  dime  these  days.  And  even 
likely  survivors,  such  as  USAir  and  Northwest,  have  seen  the 
cost  of  their  borrowings  double  recently.  Compare  that  with 
the  love  affair  between  the  capital  markets  and  the  strong 
carriers.  United,  American,  Delta,  and  Southwest  issued  more 
than  $8  billion  in  debt  and  equity  during  1991. 

This  will  let  the  big  carriers  grab  even 
more  turf.  They  are  already  sweeping  into 
Europe  and  Latin  America,  using  routes  and 
planes  bought  from  weaker  airlines.  And  al- 
though expansion  is  another  drag  on  earnings 
short  term,  international  markets  are  where 
the  best  growth  will  be  in  the  years  ahead. 
With  an  entire  country  of  travelers  to  draw 
on.  United,  American,  and  Delta  eventually 
could  make  loads  of  money  flying  overseas. 

For  now,  though,  they're  bracing  for  a  cold, 
cold  winter.  Acknowledging  as  much,  Ameri- 
can in  mid-December  slashed  some  of  its 
fares  across  the  Atlantic  to  spur  traffic.  The 
storm  may  be  abating  for  the  airlines.  But  the 
winds  haven't  stopped  blowing  yet. 

By  Michael  Oneal  in  New  York 
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Sure,  the  Intel486'"  SX  delivers 
workstation  power  at  a  386  price 
today.  But  let's  say  you  need  more 
power  down  the  road.  No  problem.  Room  will  be 
waiting.  Thanks  to  new  built-in  CPU  upgradability. 


Intel  has  developed  an  upgrade  processor, 
due  in  1992,  that  will  plug  into  many  486  SX 
systems.  With  this  simple  addition,  you'll  dou 
CPU  performance.  The  net  effect:  an  overall 
system  performance  boost  of  up  to  70  percent 


Iniel486.  the  SX  logo  and  ihe  Inlel  Inside  logo  are  trademarks  of  Ihe  Intel  Coiporat ion.  ©1991  Intel  Corporation. 


ucing  built-in  upgradability 


across  all  applications.  Plus,  you'll  get  on-chip  And  checi<:  into  the  computer  with  room  for  the 
math  capabilities.  future  today. 

So  consult  your  dealer  to  see  which  486SX 
systems  are  upgradable.  Or  call  1-800-722-7772 

for  a  free,  informative  brochure.  The  Computer  Inside.' 
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RESTAURANTS 


WHAT'S  FOR  DINNER?  HUMBLE  PIE 


On  the  recession-wracked  industry's  menu:  Lower  prices  and  more  nutritious  fare 


r 


lorecasters  who  view  the  $262  billion  food-service  industry 
as  an  economic  bellwether  won't  like  what  they  see  this 
year.  The  National  Restaurant  Assn.  expects  the  indus- 
try's intlation-adjusted  sales  to  inch  up  about  1.87<  in  1992. 
That's  better  than  last  year's  0.59'"  gain,  but  still  no  cause  for 
glee.  "It's  a  very  difficult  environment  out  there,"  frets  Ron- 
ald A.  McDougall,  president  of  Brinker  International  Inc., 
which  operates  261  Chili's  eateries. 

Indeed,  thousands  of  restaurants  have  closed  in  the  past 
few  years.  More  startling,  the  total  number  of  U.  S.  outlets 
has  been  sliding  since  it  reached  a  peak  of  379,000  in  1989. 
"You'd  probably  have  to  go  back  to  the 
Depression  to  find  the  last  time  we  had 
back-to-back  declines  in  unit  growth,"  says 
Peter  H.  Cakes,  vice-president  at  Merrill 
Lynch,  Pierce  Fenner  &  Smith  Inc.  This 
year  will  be  the  third  drop  in  a  row,  with 
the  number  of  establishments  falling  to 
about  269,000,  according  to  Restaurant  Con- 
sulting Group  Inc.  in  Evanston,  111. 

White-tablecloth  restaurants  and  indepen- 
dent operators  have  been  hit  hardest,  but 
no  segment  of  the  industry  has  escaped  the 
pain.  The  66  upscale,  steak-and-seafood  res- 
taurants operated  by  Chart  House  Enter- 
prises Inc.  averaged  a  sales  decline  of  3'a  in 
1991.  Buffeted  by  the  weak  New  England 
economy  and  aggressive  competition  from 
the  Bertucci's  pizza  chain.  Pizzeria  Uno  suf- 
fered a  1991  earnings  decline  of  16%,  to  $3.2 
million,  on  revenues  of  $20.2  million.  And, 
following  a  $9  million  write-off  in  the  third 
quarter  for  the  delayed  rollout  of  KFC's  new  skinless  chicken 
product,  PepsiCo  Inc.  is  expected  to  take  an  additional  pretax 
charge  of  $50  million  or  so  in  the  fourth  quarter,  mainly  to 
cover  layoffs  in  its  lackluster  chicken  business. 
HEARTY  FARE.  Not  surprisingly,  the  companies  with  the  most 
debt  are  in  the  most  trouble.  A  case  in  point  is  Gilbert/ Robin- 
son Inc.,  which  operates  104  Houlihan's,  Darryl's,  and  other 
specialty  outlets.  With  $190  million  in  debt,  and  just  $34  million 
in  cash  flow  on  $300  million  in  annual  sales,  it  filed  for  Chapter 
11  bankruptcy  protection  in  November.  The  company  hadn't 
missed  interest  or  principal  payments  but  had 
slipped  into  technical  default  on  some  loans.  It 
also  faces  accelerating  debt  payments,  which 
preclude  investments  in  new  and  existing 
units.  That's  a  recipe  for  "a  steady  spiral 
down,"  says  President  Frederick  R.  Hipp.  He 
says  Gilbert/Robinson  will  submit  a  reorgani- 
zation plan  by  May  that  will  seek  to  stretch 
out  its  repayment  schedule. 

Analysts  say  a  number  of  companies  will  do 
better  than  the  average  this  year,  among 
them  Chili's,  Buffets  Inc.,  and  Cracker  Barrel 
Old  Country  Store.  These  serve  hearty  por- 
tions at  reasonable  prices  and  are  popular 
with  baby-boomer  families.  Other  chains  are 
prospering,  too.  The  soaring  stock  market 
prompted  IHOP,  Ground  Round,  Bertucci's, 
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Sonic  Industries,  and  Checkers  Drive-In  Restaurants  to  gc 
public  last  year,  and  their  shares  have  generally  gone  up. 

Still,  restaurants  will  need  a  smorgasbord  of  strategies  tc 
attract  and  keep  an  increasingly  demanding  clientele.  Eateries 
of  all  stripes  are  adding  items  to  please  the  nutritionallj 
conscious.  Some  are  going  in  the  opposite  direction.  Wendy'i 
International  Inc.,  for  one,  is  hawking  Dave's  Deluxe,  a  burge: 
smothered  with  bacon,  sauteed  onions,  and  cheese,  and  namec 
for  its  founder,  Dave  Thomas.  Says  Wendy's  Chairman  Jame; 
W.  Near:  "People  need  to  have  a  choice." 
This  year,  "the  common  theme  that  transcends  all  [industry 
segments  is  delivering  value,"  says  Simoi 
Crawford-Welch,  professor  of  hospitality  a 
the  University  of  Nevada,  Las  Vegas.  At  it! 
most  basic,  this  means  price.  So,  cheape: 
menus  are  becoming  fixtures  at  such  giant; 
as  McDonald's,  Taco  Bell,  and  Wendy's 
California  Pizza  Kitchen  offers  a  cheaper 
half-portion  of  a  popular  salad.  And,  in  par 
to  accommodate  children,  it  has  cut  price; 
on  its  plain  cheese  pizza  and  pasta  witl 
tomato  sauce.  Such  changes  may  hurt  earn 
ings.  Chicago-based  Technomic  Inc.  figure 
that  net  margins  for  the  82  largest  publi 
restaurant  companies  will  fall  to  5.5%  thi 
year,  from  6%  in  1991. 
TAXES  ON  TIPS.  Despite  the  competitive  en 
vironment,  plenty  of  chains  are  expanding 
many  overseas.  Wendy's,  back  on  track  ai 
ter  a  five-year  turnaround,  plans  to  opei 
250  new  units  around  the  world  in  199^ 
Sbarro  Inc.,  which  operates  some  530  fasi 
food  Italian  restaurants,  is  growing  with  the  aid  of  foreig: 
partners.  One  of  them,  Trusthouse  Forte  PLC,  Britain's  larges 
hotel  operator,  will  help  the  Commack  (N.Y.)  company  estat 
lish  100  units  in  BriUiin  over  the  next  eight  years. 

They  might  expand  faster,  restaurateurs  say,  were  it  not  fo 
rising  taxes  and  mandated  employee  benefits.  The  industry  i 
keeping  tabs  on  Capitol  Hill  efforts  to  fashion  a  nations 
health-insurance  plan.  And  it  is  launching  a  push  for  the  repe; 
of  a  1987  law  requiring  restaurants  to  pay  social-security  taxe 
on  a  share  of  their  workers'  estimated  tips.  Restaurants  sa 
this  is  unfair  because  they  can't  count  th 
same  tips  toward  their  minimum-wage  obligj 
tions.  By  1998,  such  taxes  will  cost  Chili 
some  $12  million,  money  it  says  would  pay  fc 
adding  eight  units,  each  employing  100  pec 
pie.  The  company  plans  to  open  50  new  ou 
lets  in  1992,  anyway.  But,  warns  Brinker 
McDougall:  "You  tax  us  hard  enough,  you'r 
going  to  slow  down  new  restaurants  an 
jobs." 

Even  as  the  industry  lobbies  for  relief,  it 
finding  ways  to  keep  a  lid  on  costs.  Two  of  it 
biggest  expenses,  labor  and  raw  material; 
should  rise  no  faster  than  inflation  in  1992.  I 
a  year  of  economic  uncertainty  and  unrelen 
ing  competition,  that  will  be  no  small  help 
By  Lois  Therrien  in  Chicai, 
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"M.V.P.s  have  to 
perform  well, 
especially  in 
tough  games/' 


1 


To  be  the  Most  Valuable  Player  in  the  Super 
Bowl,  you  have  to  perform  well  even  when  the 
game's  going  against  you. 

And  if  you're  an  investor  looking  for  a  current 
income  fund  that  will  perform  whether  interest 
rates  go  up  or  down,  look  to  the  Franklin 
Adjustable  U.S.  Government  Securities  Fund. 

Call  your  investment  advisor  or  Franklin 
today. 

1-800-DIAL  JOE,  Ext.  330 

This  advertisement  is  a  paid  endorsement. 


I  would  like  a  free  prospectus  on  the  Adjustahle  U.S.  Government 
Securities  Fund,  containing  more  complete  information,  including 
charges  and  expenses.  I  will  read  it  carefully  before  I  invest  or 
send  money. 


I  am  currently  a  Franklin  shareholder. 


BWK92 
330 


Name 


Address 


City/State/Zip 


Franklin  Distributors,  Inc. 

777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 

Member  $53  Billion  Franklin  Group  of  Funds® 


Services 


UTILITIES 


POWER  SURGE  AT  THE  PLANT 


Conservation  is  aiding  bottom  lines,  and  low  interest  rates  could  spur  construction 


As  he  ponders  the  changes  sweeping  the  once  stodgy 
electric-utility  industry,  James  E.  Rogers  Jr.  recalls 
what  Robert  S.  Strauss,  his  former  law  partner  and 
the  last  ambassador  to  the  Soviet  Union,  once  advised.  Para- 
phrases Rogers,  chairman  of  PSI  Resources,  Indiana's  largest 
utility:  "You  can  let  the  parade  walk  over  you,  or  you  can 
jump  in  front  and  pretend  it's  your  parade." 

Heading  into  1992,  a  number  of  utilities  are  deciding  it's 
their  parade.  True,  they  face  big  challenges:  a  20-year,  $105 
billion  tab  for  meeting  beefed-up  U.  S.  pollution  standards,  the 

need  to  add  huge  amounts  of  capacity  later   

this  decade,  and  a  bitter  internal  split  over 
the  wisdom  of  efforts  to  amend  federal  laws 
and  open  the  industry  to  competition. 

What's  different  from  even  a  year  ago  is 
that  many  utilities  think  they're  finally  get- 
ting a  handle  on  things.  Falling  interest 
rates  have  improved  the  outlook  for  financ- 
ing new  plants.  A  new  generation  of  to]) 
utility  executives  relishes  competition.  And 
the  industry  points  with  pride — not  bitter- 
ness— to  the  $2  billion  it  is  spending  annual- 
ly on  conservation.  Utilities  are  even  in  fa- 
vor of  technologies,  such  as  microwave 
clothes  dryers,  that  could  trim  overall  ener- 
gy bills.  "Electricity  is  poised  to  take  care  of 
the  three  E's — efficiency,  the  economy,  and 
the  environment,"  boasts  Thomas  Kuhn, 
president  of  the  Edison  Electric  Institute 
(P:ei),  the  industry's  lobbying  group.  "We 
have  a  chance  to  be  the  good  guys." 
SMART  BULBS.  Nowhere  is  this  more  evident 
than  in  conservation.  Regulators  in  19  states  now  let  utilities 
earn  returns  on  money  spent  on  such  programs,  so  they're 
doing  everything  from  giving  away  fluorescent  light  bulbs  to 
subsidizing  purchases  of  more  efficient  industrial  equipment. 
Conservation  also  helps  postpone  building  plants  at  a  time 
when  many  utilities  are  still  paying  for  nuclear  units  built  in 
the  '70s  and  '80s.  That's  crucial:  The  average  utility's  credit 
rating  is  a  low  A,  the  worst  showing  in  20  years.  U.  S.  utilities, 
the  EEl  reports,  may  meet  15%,  or  248,000  megawatts,  of 
expected  new  demand  in  the  1990s  via  conservation. 

Utilities  also  start  this  year  with  a  better 
idea  of  how  to  deal  with  1990's  revised  Clean 
Air  Act.  Last  October,  the  Environmental 
Protection  Agency  released  preliminary  rules 
on  meeting  acid-rain  provisions.  These  won't 
be  final  until  May.  But  operators  of  the  110 
coal  plants  affected  by  the  1995  Phase  I  dead- 
lines now  have  a  framework  for  choosing  be- 
tween buying  scrubbers  or  switching  to  low- 
sulfur  coal,  says  Debra  G.  Coy,  an  analyst  at 
County  NatWest  Securities  Corp.  in  Washing- 
ton. Many  are  choosing  scrubbers:  Orders  hit 
$2.6  billion  in  1991,  up  from  $500  million  in 
1990,  reports  Mcllvaine  Co.,  a  pollution-con- 
trol consulting  firm  in  Northbrook,  111. 

Diving  interest  rates  will  help  utilities  make 
such  purchases,  refinance  debt,  and  nudge 


A  PICKUP  IN 
ELECTRICITY  DEMAND 
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1992  return  on  equity  to  11.4% — vs.  11.2%'  last  year — predicts 
analyst  Daniel  Scotto  at  Donaldson,  Lufkin  &  Jenrette  Securi- 
ties Corp.  Still,  facing  rising  costs,  utilities  will  consider  merg- 
ers or  acquisitions  to  gain  efficiencies.  One  pending  merger, 
between  Kansas  Power  &  Light  Co.  and  Kansas  Gas  &  Elec- 
tric Co.,  will  save  $140  million  a  year  in  operating  costs,  says 
M.  Douglas  Dunn,  head  of  the  utility  group  at  Milbank, 
Tweed,  Hadley  &  McCloy,  a  New  York  law  firm.  More  deals 
lie  ahead.  Dunn  adds:  "We're  working  on  projects  on  both 
coasts  and  in  between." 

As  heretical  as  such  moves  seem  to  old- 
timers,  they're  nothing  compared  with  what 
may  be  next.  In  1992,  Congress  may  amend 
laws  governing  how  and  by  whom  power  is 
produced,  transmitted,  and  sold — moving 
the  regulated  industry  toward  a  market- 
based  system.  One  disputed  idea  would 
make  utilities  open  their  transmission  lines 
to  anyone  selling  power.  But  the  first  fight 
will  be  over  an  amendment  to  the  Public 
Utility  Holding  Company  Act  of  1935 
(PUHC-M,  which  governs  how  plants  that 
burn  conventional  fuels  are  regulated. 
BURNING  ISSUES.  Today,  a  company  that  con- 
trols 10'  '  or  more  of  such  a  plant  and  oper- 
ates in  more  than  one  state  faces  strict  over- 
sight by  the  Securities  &  Exchange 
Commission,  which  sets  safeguards  on  fi- 
nancing new  facilities.  The  only  exemptions 
are  plants  that  use  alternative  fuels  such  as 
solar  energy  or  wind.  Operators  of  conven- 
tional plants  can  skirt  the  rules  by  taking  on 
at  least  nine  other  partners.  But  this  is  such  a  hassle  that  few 
companies  have  done  it.  Until  this  rule  is  changed,  some  ex- 
perts say,  fewer  power  plants  will  be  built  than  otherwise 
might  be,  inhibiting  competition  between  utilities. 

Maybe  not  for  much  longer,  though.  National  energy  legis- 
lation, which  died  in  Congress  last  year  despite  Administration 
backing,  would  have  junked  the  10%'  rule.  A  revised  package, 
due  out  in  early  1992,  will  seek  to  do  the  same.  This  will  draw 
fire  from  some,  such  as  Houston  Lighting  &  Power  Co.  Chair- 
man Don  D.  Jordan.  He  argues  that  unregulated  competitors 
could  borrow  nearly  the  entire  cost  of  a  new 
plant  vs.  the  50%  equity  that  regulated  utili- 
ties must  put  up.  This  added  risk,  he  says, 
could  make  them  unreliable  sources  of  power. 

Others  downplay  his  concerns,  arguing  that 
cheaper  power  is  worth  the  gamble.  Besides, 
they  claim,  state  commissions  won't  approve 
contracts  between  regulated  utilities  and  inde- 
pendent producers  that  are  financially  un- 
sound. "We  need  to  reform  ourselves,"  says 
PSl's  Rogers.  "The  best  way  to  do  that  is  to 
inject  competition"  into  the  industry. 

The  betting  is  that  reforms  of  some  sort 
will  pass.  And  if  not  this  year,  then  soon.  So 
for  utility  executives  in  1992,  stepping  to  the 
front  may  well  be  the  best  move. 

By  Robert  Buderi  in  Boston 
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New  Microsoft  Publisher  makes 
newsletters  look  doggone  good 


FOOD  FOR  IHOUOHT 


ALmg 
Line  Of 
Sausages 


a or  many  gtnLTa 
lions,  the 
Schulzt  tamtly 
has  prepared  for  lu'li- 
days,  birthday's ,  wed- 
dings, anniversaries, 
and  a  multitude  of 
other  clan  celcbraiions 
by  making  iraditinn.if 
httniemadc  sausages 

Sausage-making 
was  a  family  affair 
that  brought  old  and 
young  Into  the 
kitchen  for  cooking 
and  laughing . 
experimenting  with 
new  tastes  and  arguing 
for  old  ones. 

When  other 
families  were  making 
memories  churning 
ice  cream  or  dipping 
apples,  the  Schulzes 
were  up  to  their  noses 
in  caraway  seeds  and 
garlic.  And  wc  still 
are. 

Stop  by  for  an 
Uncle  Norm  and 
experience  the  taste  ( 


liliiiiliiiiiiiiiiliiiiB 


Another  Link 
In  The  Food  Chain 


W  I  ^  'T*^  picase-d  !o 
I  announce  the 
opening  of  an- 
other tine  dining 
establishment, 
Shulizy's  Uptown  Cafe. 
Located  at  Tiiird  and 
Pine,  our  newest  and 
biggest  Shulizy's  will 
open  its  doors  on 
October  3],  1991. 
You're  invited  to  the 
festivities! 

The  grand  opening 
celebration  starts  at 
7:00  p.m.  and  wifl  in^ 
cliide  an  appearance  by 
a  longtime  Shulizy's 
fan.  University  of 
Washington  football 
player  Jason  Davis 


holds  the  standing 
record  for  consuming 
the  most  Shultz/s 
famous  sausage 
sandwiches  at  one 
sitting.  His  record 
hangs  in  (he 
prestigious  Shulizy's 
Halt  of  I-amc  .  k»c:tti  d 
m  the  University 
District  restaurant. 
We  welcome  anyone 
who  would  like  lo  take 
on  the  champ! 

Festivities  include 
live  musit.  dariciflg . 
and  a  drawing  for  a 
momnol  FRHE  work 
outs  ai  an\  5H  aiik 
area  Ferry's  Gym.  So 
mark  votir  ailcndar. 


f    i  I's  Don 

I  Schulzc,  pres- 
^mmmm  idcnt  and  co- 
founder  of  the  Schulzc 
empire.  (Well,  we're 
almost  an  empire.) 

Shultzy's  was 
founded  by  Don  and 
his  wife,  Susan.  While 
Don  creates  gastro- 
nomic wonders.  Susan 
runs  the  numbers. 

"While  1  was  check- 
ing out  the  fcasibtUty 
of  creating  a  prcserva- 
rivc-ttec  low  calorie  . 
turkey  sausage,  Susan 
was  buying  a  386 com- 
puter and  software.  I 
think  Ihc  ccimpmcr  has 
netted  as  many  prof- 
its r 

Wlu  ii  he's  not 
thinking  of  wa>-s  to  im 
pFuvc  hts  business,  thf 
community  or  ihe 
envirtinment,  Don  is 
president  of  the 
Univen;ity  Disiriei 
Jayeecs  and  dnvi  r  for 
the  ifx-.il  toiKl  bank. 


In  business  it's  important  to  look  your 
best.  Which  is  precisely  why  Don  Schulze, 
owner  of  "Shultzy's"  started  using  Microsoft" 

Publisher  for  Windows: 
You  see,  unlike  all  those 
other  software  applica- 
tions, Publisher  makes  it 
easy  to  create  profession- 
al quality  publications. 
So  whether  Don  is 
preparing  a  newsletter  hailing  the  sausage  of 
the  month,  redesigning  his  menu  to  include  a 
new  nitrate -free  kielbasa,  or  simply  updating 
his  letterhead,  business  cards  and  business 


Publisher  for  Windom  is  part  of  the 
Microsoft  Solution  Series. 


forms,  he  knows  he's  always  going  to  look 
good.  And  if  you  thought  you  couldn't  do  things 
like  this,  you're  wrong  Because  with  Publisher 
you  absolutely  can. 

Furthermore,  since  it  runs  under  the 
Windows  3.0  graphical  environment,  it  works 
less  like  a  computer  and  more  like  you. 

To  find  out  the  name  of  your  nearest 
reseller,  give  us  a  call  at  (800)  541-1261,  Dept. 
T54.  And  see  how  easy  it  is  to  become  the  top 
dog  in  your  field. 

Micmsoft 


©  1991  Microsoft  Corpomtum.  All  nghts  reserved.  Printed  in  the  U.S.A  In  the  50  Untied  States,  call  (800)  5411261.  Dept.  T54  In  Canada,  call  (800)  563-9048.  outside  the  United  Stales  and  Canada,  call  (206)  936-8661.  Microsoft  ts  a  registered 
trademark  and  Windows  is  a  trademark  of  Microsoft  Corporation.  Companies,  names,  and  data  used  tn  screens  and  sample  output  are  fictitious  unless  olheruise  noted.  Shultzy's  and  Don  Schulic's  names  used  with  permtssum 
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ENTERTAINMENT 


'MAYBE  THE  RECESSION  WAS  A  WAKE-UP  CALL' 


Studios  have  cut  back,  networks  have  laid  off  hundreds,  and  Hollywood  is  newly  austere — relatively 


Porsches  still  sell  in  Beverly  Hills.  And  no  one  is  taking 
up  a  collection  for  CBS  Chairman  Larry  Tisch.  But  more 
than  a  few  Gucci  belts  were  tightened  in  the  entertain- 
ment business  in  1991  as  the  excesses  of  an  overindulgent  past 
caught  up  with  Hollywood  movie  moguls  and  their  three-piece- 
suited  network  counterparts  back  East.  CBS  Inc.  suffered  huge 
losses  on  its  $2  billion  in  contracts  for  baseball  and  football 
broadcast  rights,  while  Sony  Corp.'s  Tri-Star  Pictures  Inc.  unit 
released  the  turkey  of  the  year,  the  $50  million  Hudson  Hawk. 
"It  was  all  pure  folly,"  says  Fox  Inc.  Chairman  Barry  Diller. 
"Maybe  the  recession  was  a  wake-up  call." 

By  all  accounts,  an  awakened  entertainment  industry  will  do 
better  in  1992.  Beset  with  disappearing  advertisers  and  sports- 
program  losses,  the  Big  Three  TV  networks  ordered  hundreds 
of  layoffs  last  year,  played  hardball 
with  spendthrift  producers,  and  re- 
turned parts  of  their  program  sched- 
ule to  affiliates. 

OLYMPIC  RECORDS.  Now  slimmer, 
the  networks  should  be  better  able 
to  cope  with  still-weak  advertising  in 
the  first  half  of  1992.  And  Holly- 
wood, known  for  its  outsize  spend- 
ing binges,  may  decide  to  reform.  It 
has  had  two  straight  less-than-boffo 
years  at  the  box  office,  and  growth 
has  turned  sluggish  in  video  and 
overseas  sales.  The  Polo  Lounge  crowd  may  still  put  up  $50 
million  for  an  occasional  Arnold  Schwarzenegger  flick.  But  for 
the  first  time  in  20  years,  film  production  budgets  in  the  U.  S. 
are  heading  down,  even  if  only  slightly. 

In  TV  land,  the  Olympics  and  a  Presidential  election,  a  potent 
combination  in  the  past,  should  help  boost  network  ad  spend- 
ing by  6'^,  to  $9.5  billion,  says  McCann-Erickson  Co.  Senior 
Vice-President  Robert  J.  Coen,  vs.  a  5%  decline  in  1991.  He 
sees  nearly  double-digit  growth  for  cable  and  syndicated  TV 
advertising  this  year.  But  CBS  spent  $243  million  on  rights  for 
the  Olympic  Winter  Games  in  Albertville,  France,  while  NBC 
laid  out  $401  million  for  the  Summer  Games  in  Barcelona. 
Having  paid  too  much,  neither  will  get  a  gold  medal  for  its 
bottom  line.  Ten  weeks  before  the  Feb.  8  start  of  the  Winter 
Games,  CBS  had  \T/'o  of  its  ad  time  left  to  sell.  "What  good  are 
the  Olympics  if  you  can't  make  money  on 
them?"  asks  John  Reidy,  media  analyst  at 
Smith  Barney,  Harris  Upham  &  Co. 

Still,  Reidy  figures  that  the  Big  Three, 
without  costly  war  coverage,  will  fare  some- 
what better  than  in  1991.  He  says  CBS,  which 
took  a  $322  million  charge  against  earnings 
for  its  sports  contracts,  lost  $100  million  last 
year.  In  1992,  he  adds,  it  could  break  even. 
NBC,  which  lost  an  estimated  $60  million  in 
1991,  also  could  break  even  this  year  despite 
lower  ratings,  Reidy  calculates.  With  smaller 
sports  contracts,  ABC  Inc.  earned  $120  million 
to  $130  million  last  year  and  will  make  up  to 
$1G0  million  in  1992,  he  says. 

The  other  good  news  for  the  Big  Three  is 
that,  at  least  for  now,  viewers  have  stopped 


MODEST  GROWTH 
FOR  HOME  MOVIES 


ON  VIDEOCASSETT^ 
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switching  to  cable  TV,  home  video,  or  syndicated  programs. 
Last  year,  64%  of  U.  S.  households  spent  their  evenings  watch- 
ing network  television,  about  the  same  as  in  1990,  according  to 
Nielsen  Media  Research.  The  Big  Three  will  hold  their  share 
again  this  year,  predicts  New  York  investment  banker  Ver- 
onis,  Suhler  &  Associates  Inc.  Only  the  four-year-old  Fox 
network  should  boost  its  22%  viewership — by  adding  two 
nights  to  its  current  four-night  schedule.  "This  may  be  a  down 
market  for  some,  but  not  for  us,"  says  Diller.  He  says  his 
youth-oriented  network  earned  some  $50  million  in  1991  on 
nearly  $500  million  in  sales. 

The  slower  growth  in  alternative  viewing  isn't  good  for 
Hollywood.  Studios  make  more  money  now  from  video  than  at 
the  box  office.  But  after  growing  at  a  double-digit  pace  for  the 
past  six  years,  sales  of  films  on  vi 
deocassettes  will  rise  9%-  in  1992,  to 
$12.6  billion,  predicts  the  Veroni! 
Suhler  report,  as  fewer  homes  buy 
VCRS.  Add  in  a  7%  drop  last  year  in 
box-office  revenues,  to  $4.7  billion 
and  Hollywood  will  have  to  keep  cut- 
ting production  costs  that  have  mort 
than  doubled  in  a  decade. 

In  fact,  a  year  after  Walt  Disne\ 
Productions  Chairman  Jeffrey  Katz 
enberg's  memo  railing  against  "run 
away  costs  and  mindless  compel  i 
tion,"  major  cutbacks  are  under  way.  Paramount  Picture.^ 
Corp.  laid  off  more  than  100  staffers  last  year,  and  Fox  cut  ii.^ 
film  output  to  14  from  a  planned  24.  Disney's  average  filn 
budget  was  slashed  from  $24  million  to  $16  million  in  1990. 

A  cloud  over  the  cost-cutting  parade  this  year  is  a  possibli 
strike  this  summer  by  the  Screen  Actors  Guild.  And,  because 
filmmakers  can't  pass  up  a  shot  at  a  blockbuster,  some  big 
budget  films  will  still  be  made.  The  most  eagerly  awaited 
Warner  Bros.  Inc.'s  $70  million  Batman  Returns.  Warner  wil 
also  trot  out  Lethal  Weapon  3,  Fox  will  premiere  Alien  3,  anci 
Sony's  Columbia  Pictures  will  open  the  $50  million  A  Fei^ 
Good  Men,  starring  Tom  Cruise  and  Jack  Nicholson. 

Not  all  the  fun  will  be  on  the  screen,  as  backroom  dealmak 
ing  could  provide  tabloid  fodder.  Weary  of  so-so  results  ai 
NBC,  General  Electric  Co.  apparently  wants  to  unload  it.  0ns> 
stumbling  block:  the  Federal  Communications! 
Commission's  refusal  to  lift  a  21-year  restricli 
tion  on  mergers  between  networks  and  stu; 
dios,  the  likeliest  network  buyers.  GE  plans  t(:i 
try  again  to  persuade  the  FCC  that  such  mergi 
ers  aren't  anticompetitive.  It  is  said  to  have  a 
least  one  potential  buyer  for  NBC:  Paramoun. 
Communications  Inc.  Other  deals  could  in! 
volve  ailing  studios  Orion  Pictures  Corp.  an( 
MGM-Pathe  Communications  Co.  Foreign  inj 
vestors,  including  German  entertainment  git 
ant  Bertelsmann  and  the  Netherlands'  Poly' 
gram,  are  said  to  be  interested.  For  suclf 
Hollywood  ingenues,  the  idea  of  owning  v 
piece  of  Rocky  or  Dances  with  Wolves  ma;! 
be  too  enticing  to  pass  up. 

By  Ronald  Grover  in  Los  Angelel 
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INDUSTRY  OUTLOli 


You  know  where  you  stand.  Your  finances  are  under  control. 
With  no  revolving  credit  on  bankcards.  No  more  interest  charge  "surprises." 
You  take  a  different  view.  You're  happy 


The  Card. 
The  American  Express'  Card. 


7  NOTEBOOK  USERS  WERE  LOCKED  IN  A  ROOM. 
LESS  THAN  4  HOURS  LATER,  6  OF  THEM  WERE  DEAD. 


OK,  we  didn't  really  lock  anybody  up.  But  an  independent 
laboratory  did  run  PC  Magazine's  Battery  Rundown  Test  on 
7  leading  notebook  computers.  And  we're  happy  to  report  that 
Dell  came  in  dead  last. 

In  fact,  Dell's  power  management  system  and  NiMH 

Yon  charge  less. 


DeU  320N+ 


4:00  Hours. 


TushhaJimSX. 


3:2)  Hours  I 


aimpcu)LTE386s/20 


3:05  H,: 


Tl  Traidmaie  3000 


2  :32  Hmirs 


Zenith  Masters R/rt  386SL 


2:26  Ho 


AST  Prernium  Exec 


2:08  Ho 


/BMPS/2MrxWL40SX  J  :  55  Hours 


L(  nJanLf  uiih  PC  Magmir\e\  te^ang  parameters. 


battery  helped  the  320N+  run  a  tuU  30  minutes  longer  than 
the  nearest  competitor.  More  than  enough  to  get  you  through 
the  next  marathon  meeting  or  epic  plane  flight. 

And,  Dell  has  found  a  way  to  make  your  budget  last  longer 
too.  Because  at  $2,999,  the  320N+  costs  up  to  a  third  less  than 

We  charge  less. 


Deli  320N+  4  MB  RAM  and  60  MB  Disk  Drive 

TuihihaT2000SXi:--iMB  RAM  and  60  MB  Disk  Dmv 
Compui;  LTE  386s/20-4  MB  RAM  and  60  MB  Disk  Drwe 
Tl  Trawlmite  3000-4  MB  RAM  and  60  MB  Disk  Drive 
Zenit/i  MiisrersPori  mSL-4  MB  RAM  arul  60  MB  Disk  Dni€ 
AST  Premiu7>i  Exec.  -4MB  RAM  and  80  MB  Disk  Drive 
IBM  PS/2  Model  L40SX-4  MB  RAM  and  60  MB  Disk  Drive 


$2,999 

$4,178 
$4,297' 
$3,498 
$4,798 
$3,295* 
$4,545 

M  MB  .irul  60  MB  Duk  Drat  rewA  /or  UOO  mim  Gu  figure 


6c 


AlUuiI  dfuler  prices  may  vary. 


'Source  Compoq  Computer  Press  Release  11/'1/9I  All  other  suggested  reloii  prices  os  of  11/5/91  All  pnces  and  speciticalions  ore  subtecl  to  chonge  without  notice  "Poymeni  based  on  36-monlh.  open-end  leose  '  leasing 
orronged  by  Leasing  Gfoup,  Inc  In  Conodo  and  Mexico,  condgurations  and  pnces  moy  vary  Dell  is  a  registered  trademark  and  TechFax  is  o  sen/ice  mark  of  Dell  Computef  Corpofotion  1991  J  D  Power  and  Associales*  Computer 
End  Uset  Sahsfoction  Study  Phase  I  Office  Based  Smoll  to  Medium  Sized  Businesses  Responses  from  Business  End  Users  ol  1,784  business  sites  Sfrrall  to  Medium  &2ed  Businesses  were  based  on  office  sites  with  between  1  and 


nost  of  the  competition.  And  still  includes  Dell's  award- 
vinning  service  and  support.  With  a  toll-tree  technical  hotline, 
he  innovative  24-hour TechFax'"  line,  even  a  full  year  of 
H)n-site  service.  Which  gets  a  trained  technician  right  to  your 
lome,  office  or  hotel  room;  usually  by  the  next  business  day.^ 

Just  what  you'd  expect  from  a  company  that's  become 
I  $546  million  international  business  in  just  7  years.  And 
me  of  the  most  awarded  PC  manufacturers  in  the  world. 

So  call  us  and  order  a  Dell"  320N+  today.  Or  visit 
DompUSA,  the  Computer  Superstore""  or  Staples,  the 
3ffice  Superstore.® 

Either  way,  you  won't  have  to  be  afraid  of  dying  any  more. 


Lease«:$112/M0." 

TECH  STUFF 
Dell  320N+  20  MHz  i386'"SX  System      6.8  lbs  ^  8'/2x  1 1 "  footprint 
Full-travel  keyboard  fW4-hour  battery  life  on  NiMH  battery  !#"  System 
includes  60  MB  Hard  Drive,  VGA  Edgelit  LCD,  4MB  RAM  m  80  MB  Hard 
Drive  also  available 

SERVICE    AND  SUPPORT 
Nationwide  on-site  lapside  service  contract  included  in  tfie  system  pnce 
tfie  first  year^  i  ■    Toll-free  technical  support  hotline  i  ■  Self- 
diagnostic  software  i  ■    Free  factory  installation  of  selected  MS-DOS' 
software  applications 

COMPANY  AWARDS 
Dell  has  won  PC  WeeV  Corporate  Satisfaction  Polls  an  unprecedented  8 
times'A'  Dell  ranked  Best  Personal  Computer  in  Small  to  Medium  Sized 
Businesses  in  the  J.D.Power  and  Associates'  Customer  Satisfaction 
Index  *  Dell  has  won  PC  World's  1991  World  Class  Award  for  Best 
Sen/ice  and  Support/Hardware 


[.D.POWER_ 


WEEK 


To  order,  call.  Please  reference  1 1T13 

800^626-9527 

Mon-Fn  between  7am-9pm  CT  Sat  8am-4pm  CT  Sun  10am -3pm  CT  ^  In 
Canada.  (800)  668-3021       In  Mexico,  95-800-010-0664  <^  Shipped  with  a 
30-day  no  questions  asked  money-back  guarantee 


DELL 


COMPUTER 


CORPORATION 


499  employees  Besi  Personal  Compulei  m  Office  Bosed  End  User  Salislaclion  in  Smoll  to  Medium  Sized  Businesses  J  D  Power  and  Associates  is  a  registered  service  mark  of  J  D  Power  and  Associoles  i386  and  ihe  Intel  inside  Logo  ore  tfodemaf  ks  ol  Intel 
Corporation  MS-DOS  li  a  registered  trademark  of  Microsoft  Corpora1ior>  CompUSA.  Tfie  Computer  Superstore,  is  a  service  mark  of  CompUSA,  Inc  Staples.  Tfie  Office  Superstore,  is  o  registered  trademark  of  Staples,  Inc  Dell  disclaims  proprietory  mterest  in 
Ihe  marks  ond  names  o(  others  '  Service  provided  by  third  party  servicer  On-site  service  may  not  be  ovailable  in  certoin  remote  locations  Shipping,  hondling  and  opplicable  sales  fo*  not  included  in  the  price  icil99t  Dell  Computer  Corporation  All  rights  reserved 
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INDUSTRY 


COMPUTERS 


FROM  MAINFRAMES  TO  CLONES,  A  TRICKY  TIME 


1992  will  bring  turmoil  and  layoffs — but  a  more  competitive  industry  could  emerge 


Pi 


erhaps  the  most  popular  characterization  of  the  U.  S. 
computer  market  in  199*2 — and  easily  the  kindest — is 
that  it  will  be  a  year  of  transition.  Suppliers  at  every 
evel,  from  giant  IBM  to  tiny  PC  clone  makers,  will  be  adjusting 
my  way  they  can  to  the  industry's  rapidly  changing  econom- 
cs.  They  will  be  shedding  employees  by  the  thousands,  killing 
)ff  marginal  product  lines,  and  teaming  up  to  share  costs, 
ndustry  revenues  will  grow  about  67',  up  from  last  year,  but 
;till  short  of  the  107  or  more  in  previous  years,  analysts  say. 

The  painful  but  unavoidable  fact  is  that  an  increasing  major- 
ty  of  computers  today  are  nothing  more  than  small,  cheap, 
ligh-volume  commodities,  composed  of  a  mere  Iiandful  of  mi- 
Tochips  and  a  core  set  of  standard  software,  built  using  a  tiny 
imount  of  labor.  That's  the  main  force  that  is  halting  revenue 
rrowth  in  traditional  mainframes,  driving  profits  to  rock-bot- 
om  levels  and  forcing  manufacturers  to  emphasize  higher- 
nargin  softwar(>  and  services. 
Vmong  the  latter:  help  in  design- 
ng  and  building  networks  and 
aking  responsibility  for  all  of  a 
■ustomer's  data  processing  activ- 
ties  under  a  fixed-fee  contract — 
o-called  outsourcing.  Indeed, 
hose  two  service  sectors  will  be 
bright  spot  this  year,  growing 
:07'  or  more,  to  about  $18.8  bil- 
ion  in  combined  revenues. 

Other  factors,  too,  are  holding 
lack  hardware  sales.  Among  them  are  a  lack  of  software 
tandards  for  creating  industrial-strength  networks  and  re- 
luced  capital  spending.  Analysts  say  that  Congress  could  help 
>oost  capital  spending  a  little  by  bringing  back  the  investment 
ax  credit.  In  fact,  analyst  Marc  Schulman  at  UBS  Securities  in 
■lew  York  knows  customers  who  decided  not  to  buy  comput- 
rs  last  year  on  the  chance  that  the  lawmakers  will  act  this 
'ear. 

;0ST  CUTTING.  In  the  absence  of  such  a  move,  data  processing 
ludgets  at  large  corporations  will  be  up  only  3.57  over  1991, 
s.  a  projected  5.37  gain  a  year  ago,  according  to  a  survey  by 
;SC  Index  Inc.,  a  Cambridge  (Mass.)  management  consulting 
irm.  The  largest  investments  will  be  for  systems  to  improve 
■rder  processing,  customer  service,  and  product  delivery. 

In  mainframes,  revenues  will  probably  be  down  some  3.37- 
his  year,  despite  a  major  new-product  cycle  kicking  in  for 
nainframe  leader  IBM,  according  to  market 
esearcher  Dataquest.  IBM's  large  ES/9000 
irocessors  enjoyed  fairly  strong  bookings 
hrough  the  fall  and  into  early  1992.  But  or- 
iers  look  weak  heading  into  the  middle  of  the 
ear,  and  heavy  price  discounting  is  rampant. 
)ne  cause:  Big  Blue  hasn't  differentiated  its 
lew  machines  particularly  well  from  earlier 
nodels,  which  often  can  supply  the  same  com- 
lUting  power  for  half  the  price  or  less. 

In  midrange  computers  that  sell  for  about 
50,000  to  $1  million,  revenues  won't  be  up 
tiore  than  27-  this  year,  says  Dataquest.  IBM's 
aS/400  and  Digital  Equipment  Corp.'s  VAX 
emain  the  two  strongest  sellers,  but  both 
ace  stiff  competition  from  desktop  machines. 

Desktop  sales  will  grow  257,  predicts  Data- 


^HRINKING  DATA  PROCESSING 
BUDGETS  WILL  HELP  DESKTOP 
COMPUTERS  AND  SERVICES 


A  BETTER  YEAR  FOR 
COMPUTER  MAKERS 
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quest,  with  competition  in  that  arena  as  fierce  as  ever.  Work- 
station companies,  such  as  Sun  Microsystems,  DEC,  IBM,  and 
Hewlett-Packard,  will  again  play  technological  leapfrog  as 
each  launches  machines  based  on  the  latest  microprocessors. 
In  PCs,  prices  will  continue  to  fall,  and  suppliers  will  seek  out 
new,  high-volume  distribution  channels.  The  market  will  start 
to  move  to  Intel's  speed-of-sound  486  microchip,  and  everyone 
will  be  watching  IBM's  newly  formed  desktop  computer  unit. 
Overall,  PC  dollar  sales  may  increase  just  8.57,  compared  with 
127 -plus  in  recent  years. 

If  one  trend  will  distinguish  1992  from  past  years,  it's  the 
big  move  to  client-server  networks.  These  let  desktop  comput- 
ers, or  clients,  share  more  powerful  server  computers  that 
store  masses  of  data,  crunch  numbers,  and  handle  other  spe- 
cialized work.  The  economics  of  such  setups  are  compelling, 
because  the  hardware's  cost  can  be  a  tenth  of  that  for  a 

mainframe  designed  to  do  the 
same  work.  What's  more,  cus- 
tomers can  expand  such  net- 
works relatively  easily,  simply 
by  adding  extra  computers  as 
needed. 

NO  GLUE.  But  what  is  still  miss- 
ing, for  the  most  part,  are  pro- 
grams to  hold  the  networks  to- 
gether and  to  apply  them  to 
business  problems.  PCs,  which 
are  beginning  to  challenge  work- 
stations in  hardware  power,  still  lack  the  basic  software — or 
operating  system — needed  to  deliver  full  client-server  func- 
tions. Customers  using  IBM-compatible  PCs,  for  instance,  are 
faced  with  a  choice  between  installing  Microsoft  Corp.'s  Win- 
dows 3.0  package  now,  waiting  a  few  months  to  get  IBM's 
OS/2  2.0  program,  or  waiting  a  bit  longer  for  an  all-new 
Microsoft  package,  Windows  NT.  They  also  can  choose  Sun's 
Solaris  package,  a  version  of  AT&T's  Unix  operating  system. 

What  customers  want  most,  it  seems,  is  to  get  machines  of 
all  brands,  shapes,  and  sizes  to  interact  effortlessly.  And  1992 
may  see  the  start  of  just  such  a  lovefest,  as  suppliers  begin 
delivering  software  that  adheres  to  a  set  of  standards  defining 
the  so-called  Distributed  Computing  Environment  (DCE). 
Worked  out  by  the  Open  Software  Foundation,  a  consortium 
of  suppliers  including  IBM,  DEC,  and  HP,  DCE  defines  the  soft- 
ware plumbing  needed  for  multisupplier  networks.  Also  help- 
ing will  be  a  new  set  of  rules  called  Object 
Request  Broker  (ORB),  endorsed  by  another 
industry  consortium,  that  defines  how  differ- 
ent systems  can  share  programs  and  complex 
data  such  as  graphics  and  video.  Together, 
DCE  and  ORB  should  help  make  client-server 
networks  as  easy  to  program  as  a  single,  self- 
contained  computer. 

From  all  the  turmoil  expected  in  the  com- 
puter business  this  year,  a  leaner,  more  com- 
petitive, and  potentially  more  profitable  indus- 
try should  emerge.  If  the  economy  picks  up  in 
the  second  half,  computer  makers  could  enjoy 
107-plus  revenue  growth  in  1993— a  first 
since  1988.  That  might  make  1992  worth  the 
struggle  it  promises  to  be. 

By  John  W.  Verity  in  New  York 
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DOTH  THE  CHIP  INDUSTRY  PROTEST  TOO  MUCH?! 

Although  it  craves  a  banner  year,  predicted  growth  of  7%  to  16%  isn't  peanuts  these  days  I 


In  most  industries,  double-digit  growth  in  the  midst  of 
recession  would  be  a  cause  for  celebration.  But  semicon- 
ductor makers  don't  feel  blessed.  Revenue  growth  in  their 
$55  billion  industry  has  averaged  7%  annually  over  the  past 
three  years,  and  chipmakers  have  been  looking  for  the  boom 
that  they  traditionally  enjoy  every  four  years  or  so. 

Last  summer,  forecasters  thought  it  would  come  in  1992,  in 
the  form  of  a  207'-plus  increase  in  worldwide  sales.  Lately, 
however,  the  estimates  have  been  scaled  back  to  a  range  of  7% 
to  167f.  The  consensus  falls  around  the  12%  predicted  by 
analyst  Daniel  L.  Klesken  at  Prudential  Securities  Inc.  It 
seems  that  new  chip  products,  a  revital- 
ized computer  market,  and  a  voracious 
thirst  for  semiconductors  in  everything 
from  cars  to  elevators  can't  entirely  off- 
set the  stagnant  U.  S.  economy. 

"In  mid- August,  the  phones  stopped 
ringing,"  says  T.  J.  Rodgers,  chairman 
of  Cypress  Semiconductor  Corp.  "It  is 
entirely  possible,"  adds  John  H.  Beedle, 
president  of  In-Stat  Inc.,  a  market  re- 
search firm,  "that  1992  will  be  the  third 
year  of  crummy  growth  for  the  indus- 
try." Most  chipmakers  are  trimming 
their  sails.  Texas  Instruments  Inc.,  for 
example,  cut  its  planned  capital  spend- 
ing last  year  by  137,  to  $500  million, 
and  is  just  now  deciding  how  much  to 
reduce  its  1992  outlays.  "Our  outlook 
[on  growth]  has  become  'don't  count  on 
it,'  "  says  Walden  C.  "Wally"  Rhines,  executive  vice-president 
for  Tl's  semiconductor  group. 

NOMADS.  Not  everyone  is  so  gloomy.  W.  J.  Sanders  III,  chair- 
man of  Advanced  Micro  Devices  Inc.,  believes  1992  "is  going 
to  be  a  great  year  for  the  semiconductor  industry."  It  certainly 
may  be  for  him.  His  company's  AMD386  microprocessor,  a 
cheaper  clone  of  the  wildly  popular  personal-computer  "main 
brain"  made  by  Intel  Corp.,  is  selling  beyond  even  Sanders' 
rose-tinted  expectations.  Sanders  also  thinks  that  the  U.  S. 
economy  will  catch  fire  by  the  second  half.  "There  is  going  to 
be  a  recovery,"  he  declares.  "There  always  has  been  [in  an 
election  year],  and  there  will  be  again  this  year." 

There  are  other  currents  driving  the  indus- 
try besides  gross  national  product,  of  course. 
Otherwise,  no  one  would  predict  even  127 
growth.  Some  457  of  semiconductor  sales  are 
to  computer  makers,  and  the  computer  indus- 
try is  entering  new  product  cycles  that  are 
likely  to  increase  chip  demand,  if  only  modest- 
ly. For  instance,  "nomadic"  models  are  a  hot 
item  right  now.  These  machines,  which  in- 
clude laptops,  notebooks,  and  other  portable 
personal  computers,  will  account  for  nearly 
one  in  five  Pi's  sold  this  year,  according  to 
International  Data  Corp.  Companies  such  as 
AMD  and  Intel,  whose  chips  efficiently  use 
battery  power,  will  benefit  enormously  from 
increased  sales  of  the  nomadics. 

Intel  should  benefit,  too,  once  sales  take  off 
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for  PCs  based  on  its  latest  microprocessor,  the  486.  Pruden 
tial's  Klesken  is  predicting  2237  growth  for  the  zippy  chip,  tc 
5.5  million  units  in  1992.  Its  list  price  ranges  from  $333  to  $644 
and  right  now  Intel  has  the  market  all  to  itself.  AMD  aims  tc  "f. 
deliver  a  clone  in  1992.  And  a  skyrocketing  market  for  486- 
based  computers  would  also  be  good  news  for  memory  chip 
makers,  because  the  powerful  new  machines  typically  will  sel 
with  four  times  the  memory  of  a  386-based  PC.  That  mainlj 
will  benefit  the  big  Japanese  companies  that  specialize 
commodity  memory  chips.  But  it  should  also  mean  increasec 
sales  for  U.  S.  memory  makers,  including  Micron  Technology 
Inc.  and  TI. 

'LITTLE  DROPS.'  Chipmakers  also  an 
looking  past  computers  for  growth  thi; 
year  and  beyond.  Sales  of  cellula 
phones  and  other  v/ireless  communica 
tion  devices  are  growing  at  a  health^ 
annual  clip  of  457,  which  will  benefi 
producers  such  as  Motorola  Inc.  "Peopl 
want  [these  gadgets]  for  their  wive 
and  for  their  kids,"  says  Charles 
Thompson,  worldwide  marketing  direc  '""'li 
tor  for  Motorola's  chip  operations. 

And  the  auto  industry,  though  on  thi  i^rkf 
skids,  is  expected  to  buy  more  chips  thi; 
year.  In  fact,  semiconductor  companie: 
say  they're  getting  bigger  orders  thai 
ever  from  Detroit.  Back  in  1975,  th  M 
average  car  contained  only  about  $1^ 
worth  of  semiconductors.  Today's  com^f 
puter-driven  vehicles  contain  an  average  $200  worth,  say 
Thompson.  And  that  figure  could  more  than  double  by  199f 
Motorola  is  a  big  player  in  this  market,  too. 

Several  niche  products  have  the  potential  for  huge  growt 
in  1992,  because  they  displace  conventional  magnetic  daU 
storage  media.  For  example,  a  number  of  companies  now  shi 
telephone  answering  machines  on  a  chip.  This  does  away  wit 
tape  recording  and  makes  it  easier  to  retrieve  messages  fror 
remote  locations.  By  the  same  token,  Intel  will  be  a  majofi'. 
player  in  the  emerging  market  for  "flash  cards" — essentiallj ''j 
removable  disk  drives  made  of  chips.  Eventually,  these  miglraiii; 
store  40  or  more  megabytes  of  information  on  a  credit-can  feiit 
size  piece  of  plastic.  Such  cards  are  availabl  f  inet 
today.  But  they  hold  only  four  to  eight  megf  teft 
bytes  of  data,  and  they're  very  expensive,  larket 
Within  a  few  years,  new  markets  such  aieffil 
these  may  put  a  lot  more  steam  into  the  iifXort 
dustry's  growth.  "There  are  as  many  emerjftrt 
ing  opportunities  today  as  there  were  Dsrcfij 
years  ago,"  says  Motorola's  Thompson.  An  Ir.  1} 
"a  lot  of  little  drops  will  make  a  f lood, 'a'i' 
adds  Doug  G.  Andrey,  director  of  industrfr.earl 
statistics  for  the  Semiconductor  Industr  iiriiiaj. 
Assn.  istesi 
That  may  be  true — for  the  future.  But  if  at 
1992,  the  semiconductor  industry  can  prob;k--J 
bly  stow  its  hip-waders  in  the  closet.  An  urfca^ 
brella  will  suffice.  isjio.i 


DATA;  PRUDENTIAL  SECURITitS  INC 


Bi/  Russ  Mitchell  in  San  Francisc 
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TELECOMMUNICATIONS 


DIALING  FOR  DOLLARS,  FAR  FROM  HOME 


~^ "  ■  — —  —  ~ —  r  ^ —  ^  

International  calling  and  big  equipment  buys  by  foreign  phone  companies  should  light  up  the  lines 


Local  phone  service  is  so  unreliable  in  Caracas,  Venezuela, 
that  business  executives  sometimes  route  crosstown  calls 
via  the  U.  S.  The  Mexican  phone  network  is  iffy  enough 
hat  some  companies  bypass  it  entirely  and  bounce  their  mes- 
ages  off  satellites  in  space.  In  Argentina,  clerks  are  paid  to 
lold  phones  to  their  ears  for  hours,  waiting  for  a  dial  tone. 

U.  S.  phone  companies  and  makers  of  phone  gear  love  to 
lear  such  stories  because,  suddenly,  countries  with  subpar 
)hone  service  want  something  better.  So,  phone  equipment 
xports  from  the  U.  S.  should  jump  this  year.  Domestic 
hone  companies  will  buy  into  their  government-owned 
oreign  counterparts,  with  the  idea  of  upgrading  them  ^ 
nd  cashing  in  on  the  resulting  explosion  in  traffic. 
^nd  international  phone  calling  from  the  U.  S. 
hould  spurt  more  than  207",  capping  five 
ears  of  rapid  growth. 
That's  all  in  v/elcome  contrast  to  the 
utlook  in  the  U.  S.  This  year,  commu 
ications  revenues  for  the  regional 
}aby  Bell  companies  should  in- 
rease  just  2.7%,  to  $70.5  bil- 
on.    Independent  phone 
ompanies,  led  by  GTE  Corp., 
hould  see  a  3.5%  gain  in  reve 
ue,  to  $23.5  billion,  according  to 
larket  researcher  Northern  Busi- 
ess  Information,  a  unit  of  McGraw 
till  Inc.  It  expects  a  5.5%  gain,  to  $58 
illion,  in  the  revenues  of  the  long-distance 
arriers,  mainly  AT&T,  MCI  Communications, 
nd  U.  S.  Sprint.  In  phone  equipment,  the  Tele- 
Dmmunications  Industry  Assn.,  a  trade  group, 
links  sales  from  U.  S.-based  factories  should  move  up 
!ss  than  5%,  unless  the  economy  grows  dramatically. 
The  equipment  business  illustrates  why  the  international 
larket  is  so  alluring.  American  Telephone  &  Telegraph  Co. 
ice-Chairman  Randall  L.  Tobias  estimates  that  during  the 
ext  decade,  more  money  will  be  spent  on  phone  gear  world- 
ide  than  has  been  spent  since  the  invention  of  the  telephone 
1  1876.  Sales  should  nearly  double,  to  about  $192  billion  in  the 
sar  2000  from  $101.6  billion  in  1991,  Northern  Business  Infor- 
lation  says.  Foreign  phone  companies,  such  as  Nippon  Tele- 
raph  &  Telephone  Corp.  and  British  Telecommunications  PLC, 
hich  used  to  buy  their  big  phone  switches  from  a  small  circle 
f  friends,  are  being  prodded  by  trade  pres- 
ires  to  buy  from  U.  S.  suppliers.  The  British 
arket  has  become  so  open,  "it's  almost  like 
le  Wild  West,"  says  Paul  G.  Stern,  chairman 
"  Northern  Telecom  Ltd.,  the  Canadian  pro- 
icer  that  has  big  manufacturing  and  re- 
iarch  facilities  in  the  U.  S. 
In  1989,  for  example,  the  U.  S.  posted  a 
ade  deficit  in  telecommunications  equipment 
nearly  $2.5  billion,  according  to  the  Tele- 
)mmunications  Industry  Assn.  It  probably 
)sted  a  narrow  surplus  in  1991  and  is  headed 
ir  a  bigger  one  this  year,  says  the  tia, 
hose  figures  are  sometimes  optimistic.  Ex- 
)rts  are  especially  strong  in  switches,  trans- 
ission  gear,  and  satellites.  By  contrast,  the 
.  S.  remains  a  big  importer  of  telecommuni- 


OVERSEAS  IS  WHERE 
THE  GROWTH  IS 
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•EXCLUDES  CALLS  TO  CANADA  AND  MEXICO 
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cations  consumer  products,  such  as  phones  and  fax  machines. 

The  strength  in  overseas  demand  literally  goes  double  for 
the  bigger  business  of  telecommunications  services.  U.  S.  long- 
uistance  companies  should  get  more  than  13%  of  their  reve- 
nues from  international  calls  in  1992,  twice  the  share  as  recent- 
ly as  1987.  That  should  account  for  nearly  a  third  of  their 
growth  in  calling  revenue  this  year.  And  there's  a  little-noticed 
corollary:  The  volume  of  calls  coming  into  the  U.  S.,  though 
smaller  than  for  outgoing  calls,  is  increasing  faster.  Inbound 
calls  are  more  profitable  because  of  the  fat  call-completion 
payments  foreign  carriers  make  to  their  U.  S.  counter- 
parts, notes  Andrew  Burroughs,  vice-president  for 
global  marketing  at  U.  S.  Sprint  Communications  Co. 
Foreign  phone  companies  have  noticed  this,  too. 
Once,  etiquette  dictated  that  they  stick  to  their 
home  markets.  Now,  they  are  invading  each 
other's  turf,  and  1992  could  be  the  year  a 
foreign  phone  company  buys  a  U.  S. 
long-distance  carrier.  One  candidate: 
Advanced  Telecommunications 
Corp.  in  Atlanta,  a  regional  car- 
rier with  about  $350  million  in 
revenues  in  its  most  recent 
fiscal  year.  Says  ATC  Chairman 
Stephen  E.  Raville:  "We  continue  to 
have  active  discussions  with  a  number 
of  international  companies"  about  deals, 
including  equity  investments. 
UP  DOWN  UNDER.  Some  20  foreign  phone  com- 
panies have  opened  offices  in  the  New  York 
City  area,  mostly  in  the  past  two  years,  to  woo 
multinational  business.  Most  aggressive  is  British 
Telecom,  which  last  year  opened  a  subsidiary  in  Atlan- 
ta, Syncordia  Corp.,  that  manages  big  companies'  global 
networks.  So  far,  Syncordia  has  few  big  customers.  But  BT 
hopes  to  give  it  a  boost  by  nailing  down  partnerships  with 
Japan's  NTT  and  Germany's  Deutsche  Bundespost  Telekom. 

Even  the  owners  of  local  phone  companies  have  been  strik- 
ing international  deals.  In  November,  gte  led  a  consortium 
that  paid  nearly  $1.9  billion  for  a  40%-  stake  in  the  Venezuelan 
phone  company,  cantv.  And  a  consortium  led  by  BellSouth 
Corp.  and  Britain's  Cable  &  Wireless  PLC  won  the  bidding  to 
set  up  a  competing  phone  network  in  Australia — a  $3.1  billion 
investment  over  the  next  five  years. 

The  dealmaking  may  get  hotter  this  year. 
Among  the  countries  aiming  to  sell  stock  in 
their  phone  companies  in  the  coming  years 
are  Ireland,  the  Netherlands,  Czechoslovakia, 
Poland,  Saudi  Arabia,  Turkey,  South  Africa, 
and  South  Korea. 

Most  phone  companies  see  overseas  deals 
as  a  natural  extension  of  their  business — a 
much  better  fit  than,  say,  moving  into  com- 
puter retailing  to  spur  growth.  "Some  people 
paint  this  as  a  big,  fancy  deal,"  says  GTE 
Chairman  and  CEOelect  Charles  R.  Lee.  "But 
[it's]  just  nuts  and  bolts,  down  and  dirty — we 
know  how  to  run  phone  companies."  So  this 
year  more  than  ever,  American  phone  compa- 
nies are  taking  their  show  on  the  road. 

By  Peter  Coy  in  New  York 
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Just  OK. 


Printhead  warranty:  1  year 
Conventional  laser  printhead 
14fonts,2t\pefaces 
70-sheet  paper  tray 
Curved  paper  path 
Height:  8r 


At  ?999  list,  there's  no  lower  priced  page  printer  on 
the  market  than  the  Okidata  OL400*  Yet  it  offers 
many  features  voii  won't  find  on  the  ^!1249  LaserJet 
llP-b 

Our  solid-state  LED  printhead,  for  example,  has  no 
moving  parts.  It's  so  reliable,  it  comes  with  a  5-year 


warranty-longest  in  the  industry  (plus  1  year  parts  and 
labor  on  the  printer  itself). 

Okidata's  simpler  printhead  costs  less  to  manufac- 
ture, and  results  in  a  simpler  design  overall-a  major 
reason  for  the  OL4()0"s  low  cost,  it  also  comes  with 
more  typefaces  and  fonts,  and  a  high-capacity  paper 


Okidata  OK 


OKID  \TA      I  1400 


Printhead  warranu^:  5  years 
Okidata-built  LED  printhead 
(no  moving  parts) 
17  fonts,4t\  Defaces 
Fully  compatible  with  HP 
Series  II  software  emulations 
200-sheet  paper  tray 
Straieht-line  paper  path- 
feeds  envelopes,  labels, 
heavy  stock  without  jamming 
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tray-all  standard.  And  unlike  the  LaserJet,  Okidata 
gives  you  your  choice  of  parallel  or  serial  interface. 

And  the  OL400  has  one  more  unique  feature-the 
Okidata  OK!  Its  our  promise  that  e\erv  printer  we  sell 
will  deliver  not  merely  acceptable  performance  and 
good  value,  but  outstanding  performance  and  excep- 


tional \alue. 

So  before  vou  settle  for  a  page  printer  that's  merely 
OK,  visit  your  authorized  Okidata  dealer  and  ask 
about  the  printer  that's  Okidata  0K!-the  Okidata 
OL400. 

For  further  information,  call  1  (800)  OKI-DATA. 


We  dorit  just  design  it  to  work  We  design  it  to  work  wonders^" 


dgPATA  OK! 


High    T  e  c  H  n  o  l  o  g  y 


PHARMACEUTICALS 


1992  WILL  BE  EASY  TO  SWALLOW 


Drugmakers  should  see  profits  jump  and  the  FDA  become  a  lot  more  efficient 


4\® 


It's  hard  to  beat  the  prescription  for  success  that  U.  S. 
pharmaceutical  companies  have  this  year.  The  U.  S.  popula- 
tion is  aging  and  increasingly  more  health-conscious,  drug 
exports  are  soaring,  and  a  number  of  new,  high-price  drugs 
are  aVjout  ready  for  market.  The  industry's  sales  could  jump 
207'  in  1992,  analysts  say,  to  about  $75  billion,  and  its  profit 
margins  could  approach  11%'. 

Even  so,  drug-company  executives  aren't  content  to  sit  back 
and  count  their  blessings.  They  face  aggressive  foreign  compe- 
tition and  a  new  breed  of  domestic  generic-drug  makers.  The 
way  to  stay  on  top  is  to  watch  costs  and  keep  the  new 
products  rolling — and  the  industry  is  doing  both. 

In  1991,  the  Food  &  Drug  Administra- 
tion approved  about  25  new  drugs,  a  25% 
increase  from  the  year  before.  More  im- 
portant, the  industry  saw  signs  that  the 
FDA  may  soon  speed  up  its  drug  approval 
procedures.  "Over  the  last  several  years, 
the  FDA  has  doubled  the  number  of  medi- 
cal reviewers,"  says  John  Petricciani, 
vice-president  for  regulatory  and  medical 
affairs  at  the  Pharmaceutical  Manufac- 
turers Assn.  It  has  taken  time  to  train 
them.  "But  we  should  [soon]  see  some 
additional  output,  both  in  older  applica- 
tions . . .  and  with  new  submissions." 

This  is  one  reason  for  the  healthy  sales 
and  profit  outlook.  It  now  takes  some 
$245  million — and  10  years — to  develop  a 
new  drug,  test  it,  and  bring  it  to  market 
in  the  U.  S.  Indeed,  the  industry's  R&D 
spending  will  increase  about  107  again  in  1992,  to  $10  billion 
or  so.  "We  can't  do  much  more  to  speed  the  discovery  pro- 
cess," says  the  executive  vice-president  of  one  major  company. 
"But  when  a  drug  is  in  the  FDA's  review  process  [now  up  to 
three  years],  it's  lost  money  for  us." 

TOO  QUICK.  As  a  sign  that  times  are  changing,  FDA  Commis- 
sioner David  A.  Kessler  points  to  one  U.  S.  drugmaker  that 
panicked  briefly  when  informed  last  year  that  a  drug  applica- 
tion would  likely  be  approved  after  only  a  12-month  wait.  Such 
speedy  approval  "had  never  happened  before,"  says  Kessler. 
Apparently  the  company  wasn't  ready  to  start  production. 
Kessler  won't  name  the  company  or  the  drug. 
But  cancer-  and  AIDS-drug  approvals  are  now 
coming  through  "in  about  eight  months, 
which  is  as  good  as  anybody  does  in  the 
world,"  says  another  top  FDA  official. 

For  the  next  few  years,  though,  the  approv- 
al process  will  remain  lengthy  for  generic 
drugs,  the  chemical  and  therapeutic  equiva- 
lents of  brand-name  drugs  that  sell  for  up  to 
507'  less.  This  will  hurt  makers  of  generics, 
since  an  unusually  large  number  of  pharma- 
ceuticals, with  combined  annual  sales  of  more 
than  $10  billion,  will  come  off  patent  in  the 
next  18  months  and  be  available  for  cloning. 
These  include  Tagamet,  the  anti-ulcer  drug 
made  by  SmithKline  Beecham  of  Philadelphia. 

Generic  producers  are  paying  the  price  for 


DRUGMAKERS  ARE 
STILL  ILYING  HIGH 


mk  ANNUAL  REPORTS,  BW  ESTIMATES 


a  1989  scandal,  when  FDA  investigators  found  that  several  of 
them  had  doctored  data  and  misrepresented  their  products  in 
other  ways.  The  agency  ordered  several  generics  recalled  from 
the  market,  and  others  were  withdrawn  voluntarily.  Singed  by 
that  experience,  the  FDA  has  tightened  the  rules  for  generic- 
drug  applications.  And  when  it  does  issue  approvals,  it  only 
0.  K.'s  two  or  three  per  patented  drug,  not  six  or  seven  as  it 
once  did.  "It  may  take  three  to  four  years  for  the  approval 
process  to  loosen  up,"  according  to  one  FDA  official.  As  a 
result,  some  companies  have  withdrawn  from  the  business. 
Their  successors,  including  Chase  Pharmaceutical  Co.  of  New- 
ark, N.  J.,  and  Marsam  Pharmaceuticals  in  Cherry  Hill,  N.  J., 
have  invested  heavily  to  improve  their 
manufacturing  and  research  capabilities. 
LEGAL  BRAKES.  Because  makers  of  ge- 
nerics have  been  temporarily  reined  in, 
drug  prices  probably  will  continue  to  rise 
this  year,  and  that  could  invite  the  wrath 
of  Congress.  Federal  laws  passed  in  1990 
require  drug  companies  to  give  the  same 
discounts  to  medicaid  that  they  offer  oth- 
er large-volume  government  buyers,  such 
as  the  Veterans  Administration.  Some 
companies  have  reacted  by  raising  prices 
to  these  other  buyers.  Now,  several  bills 
that  are  being  considered  in  Congress 
would  set  specific  prices  for  drugs  sold 
under  medicaid  and  peg  future  price  in- 
creases to  inflation. 

Whether  such  proposals  will  pass  is  un- 
certain, but  most  drugmakers  are  cutting 
costs  just  in  case.  Late  last  year,  for  instance,  Warner-Lam- 
bert Co.  took  a  charge  of  $524  million  against  earnings  to 
consolidate  its  facilities,  mainly  in  Europe.  "Our  thesis  is  that 
creation  of  borderless  markets  [in  Europe]  will  permit  us  to 
generate  better  economies,  much  as  we  did  in  the  U.  S."  in  the 
1980s,  says  Chairman  Melvin  R.  Goodes.  Warner-Lambert  ex- 
pects to  eliminate  some  2,700  of  its  10,000  jobs  this  year, 
including  some  2,000  outside  the  U.  S. 

Even  giant  Merck  &  Co.,  whose  earnings  rose  19%,  to  $1.6 
billion,  in  the  first  nine  months  of  1991,  on  a  137  increase  in 
sales,  to  $6.3  billion,  is  restructuring  to  improve  efficiency  and 
cut  costs.  This  despite  plenty  of  good  news 
ahead  for  the  world's  No.  1  drugmaker.  Chair- 
man P.  Roy  Vagelos  expects  that  as  early  as 
February,  the  FDA  may  let  Merck  start  selling 
Proscar,  a  drug  that  halts  the  enlargement 
of  the  prostate  gland,  a  condition  that  af- 
flicts most  men  older  than  50.  It  ordinarily 
takes  surgery  to  fix  this  problem.  Proscar 
"will  help  redefine  the  aging  process  in  men," 
says  Vagelos. 

That's  an  exciting  promise — for  Merck  as 
well  as  for  men.  Proscar's  annual  v/orld  sales 
could  reach  $1  billion  in  a  couple  of  years. 
And  it  is  just  one  of  several  blockbuster 
drugs  in  the  industry's  pipeline. 

By  Jane  H.  Cutaia  in  New  York,  ivith  bureau 
reports 
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The  Card. 
The  American  Express"  Card. 


The  future  of  data  transmission  and  retrieval 
is  extremely  bnght. 

And  biindingly  fast.  In  a  recent  test  of  optical 
fiber  technology,  Hitachi  achieved  a  world-record 
data  transmission  capacity  of  40  gigabits  per  second. 

Think  of  it  as  pushing  40  billion  units  of 
information  —  25  times  the  amount  possible  with 
existing  1.6  gigabit  technology  —  through 
600,000  telephone  lines. 

Do  you  really  need  such  awesome  capability? 

Emerging  communications  media,  such  as 
broad  band  Integrated  Services  Digital  Networks  — 
or  BTSDN  -  demand  it. 

Ctl902  Hitachi,  Ltd  Tokyo, Japan  All  rights  reserved 


These  networks  interactively  transmit  data, 
voice  and  video,  and  will  someday  make  it  possi 
ble  to  carry  on  a  video  conference  with  colleagues 
scattered  around  the  world  while  seated  at  your 
workstation. 

Of  course,  that's  in  the  future.  You  also  need 
a  way  to  manage  information  today. 

Hitachi  CD-ROM  systems  can  help.  They  use 
CDs  similar  to  those  that  hold  music.  But  these 
CDs  are  part  of  a  system  that  stores  and  reads 
data,  voice  and  visual  information  by  laser  beam. 
The  capacity  of  one  CD  is  comparable  to  600 
floppy  disks. 
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And  the  power  to  find 
the  information  you're  looking  for 
in  0.3  seconds. 


The  applications  for  CD-ROM  systems  are 
ningly  endless.  One,  for  example,  gives  access 
le  title  of  every  book  in  every  library  in  North 
mca. 

Another  presents  an  entire  encyclopedia  to 

with  images  and  sound. 

Information  is  accessed  in  0.3  seconds, 

current  industry  benchmark.  And  reliability  is 

jred,  in  part,  by  new  technology  which 

aally  eliminates  the  possibility  of  dust  entering 

system. 

Hitachi  is  a  world  leader  in  optical  data  trans- 
sion,  storage  and  retrieval,  as  well  as  being 


the  name  behind  a  wealth  of  products  for  home 
and  mdustrial  use. 

With  16,000  full-time  researchers  and  a  year- 
ly R&D  commitment  of  US$3.5  billion,*  we're 
working  on  a  lot  of  bright  ideas. 

*US$3,480  million,  net  R&D  expenditures  for  the  year  ending  March  31, 1991 
US$1  =  ¥141 

For  more  infoiination  about  the  CD-ROM  systems,  call  toll-free 
1  -800 -HITACHI  (Applicable  withm  U.S.  only) 
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FARIWIRS  HAVI A  ROUGH  ROW  TO  HOE 

Prices  are  down,  and  only  the  export  market  is  set  to  climb 


he  outlook  for  U.  S.  agriculture  in  1992  is  mixed.  Farm 
income  is  expected  to  fall  11%,  to  $52  billion,  with  hog 
and  dairy  farms  suffering  the  most.  Corn  farmers,  by 
)ntrast,  should  reap  good  profits.  And  strong  demand  for 
lod  from  the  former  Soviet  Union,  plus  the  prospect  of  a  new 
eneral  Agreement  on  Tariffs  &  Trade  ((!ATT),  which  might 
wer  foreign  trade  barriers,  could  bolster  U.  S.  exports. 
The  drop  in  income  will  reflect  lower  revenues  across  much 

■  farming.  Agriculture  Dept.  experts  think  crop-farm  reve- 
les  will  drop  4%,  while  those  from  livestock  operations  may 
,11  &/'.  It  will  be  a  so-so  year  for  other  measures  of  farm 
ialth,  too.  Land  prices,  which  have  risen  14'a  from  their  farm- 
;pression  lows  in  1986,  will  be  flat.  And  after  rising  17'  last 
;ar,  the  first  uptick  in  seven  years,  farm  debt  could  climb  27<' 

1992,  to  $142  billion.  "The  farm  sector's  balance  sheet  hasn't 
illy  recovered  from  the  financial  crisis  of  the  mid-1980s," 
lys  James  Ryan,  an  economist 
,  the  Agriculture  Dept.'s  Eco- 
)mic  Research  Service. 
That's  bad  news  for  farm- 
luipment  makers,  who  are  reel- 
g  from  the  recession.  Produc- 
m  at  Tenneco  Inc.'s  J.  I.  Case 
lit  fell  34%  last  year,  reflecting 
ties  declines  of  a  third  on  some 
actors  despite  price  cuts.  Deere 
Co.,  whose  ag-equipment  reve- 
aes  fell  10%-  last  year,  plans  to 
lut  its  factories  periodically  this  year  to  keep  inventories 
an.  "Margins  are  expected  to  remain  under  pressure,  be- 
luse  of  low  volumes  and  continued  strong  price  competition," 
lys  Deere  Chairman  Hans  W.  Becherer.  One  rare  bright  spot 
ay  be  tilling  and  harvesting  equipment  for  newly  popular 
ops  such  as  canola  and  sunflowers. 

'HANOL  EDGE.  Some  farmers  are  switching  to  these  because 

■  the  landmark  1990  Farm  Act.  By  altering  the  structure  of 
op  price  supports,  it  aimed  to  make  farmers  diversify  into 
fferent,  more  lucrative  products  and  thus  hold  down  federal 
ipports  for  crops  that  are  in  plentiful  supply.  This  effort 
dn't  reach  its  target  of  cutting  federal  farm  outlays  to  $6.5 
llion  last  year.  In  fact,  payments  to  farmers  amounted  to 
1.4  billion,  up  marginally  from  the  year  before.  Still,  many 
.rmers  did  switch  from  other  crops,  and  they  planted  2  mil- 
>n  extra  acres  of  soybeans  in  response  to  strong  demand. 
The  Farm  Act  isn't  the  only  federal  law 
'fecting  planting  patterns.  The  latest  Clean 
ir  Act  is  another  factor.  The  production  of 
hanol,  a  clean-fuel  additive,  will  consume 
ime  420  million  bushels  of  corn  in  1992,  says 
:e  Agriculture  Dept.,  and  900  million  bushels 
mually  by  the  year  2000.  Grain  giant  Ar- 
ler-Daniels-Midland  Co.,  which  accounts  for 
ime  70%  of  U.  S.  ethanol  production,  now 
lunts  Cargill  Inc.  and  at  least  seven  other 
ajor  producers  among  its  new  competitors. 
Market  forces  are  causing  other  shifts, 
'heat  production  may  not  rise  much  this 
?ar,  after  falling  13%  in  1991,  because  ample 
ipplies  worldwide  are  hurting  prices.  Mean- 
hile,  production  of  soybeans  and  other  oil- 
;eds  will  continue  at  near-record  levels,  as 
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new  uses  are  found  for  soy  byproducts,  an  ingredient  in  more 
and  more  animal  feed.  Beef  output  will  rise  for  the  first  time 
since  1985,  and  poultry  demand  may  go  up  4%.  Record  pork 
output  is  expected,  as  hog  farmers  cull  herds  in  response  to 
falling  prices.  Dairy  farmers,  whose  revenues  dropped  14%  in 
1991,  should  benefit  from  rebounding  milk  prices  and  growing 
commercial  use  of  cheese  this  year.  But,  in  part  because  of 
higher  costs,  dairy  income  won't  increase  much.  For  consum- 
ers, all  this  should  add  up  to  an  easily  digestible  2%  to  4%' 
increase  in  food  prices  vs.  last  year's  3%  increase. 
HUNGRY  WORLD.  If  farmers  find  a  surging  market  anywhere, 
it  may  be  overseas.  Last  year,  the  Administration  offered 
more  than  $4  billion  in  credit  guarantees  to  the  Soviets.  More 
are  a  good  bet  this  year,  because  of  a  26%  drop  in  the  1991 
Soviet  grain  crop,  to  175  million  tons,  a  37  million-ton  shortfall. 
The  one  hitch  could  be  a  shortage  of  hard  currency  there. 

U.  S.  agricultural  exports  will 
climb  2%'  to  4%'  this  year,  Wash- 
ington figures,  to  about  $39  bil- 
lion, though  corn  exports  may 
fall  67',  to  $5.3  billion.  Japan,  a 
heavy  buyer  of  wheat  and  red 
meats  and  America's  largest 
farm-export  market,  may  spend 
$8  billion  on  U.  S.  products,  up 
from  last  year's  unusually  mod- 
est $7.7  billion.  Sales  to  Mexico 
could  rise,  thanks  to  an  impend- 
ing free-trade  agreement  there,  and  China  is  in  the  market  for 
wheat  and  cotton.  Overall,  U.  S.  wheat  and  flour  exports  are 
expected  to  jump  8%  in  1992,  to  30.1  million  tons,  while  soy- 
bean exports  will  climb  17%-,  to  17.7  million  tons.  Agriculture 
Secretary  Edward  Madigan  concedes  that  such  healthy  ex- 
ports may  inflate  prices  a  bit  at  home,  but  adds:  "That's  part 
of  the  purpose:  to  increase  income  for  the  American  farmer." 

In  the  long  run,  the  export  picture  could  grow  even  brighter 
if  a  new  GATT  pact  is  signed,  which  U.  S.  trade  officials  hope  to 
see  happen  later  this  year.  By  lowering  foreign  trade  barriers, 
a  new  treaty  could  boost  U.  S.  farm  income  by  $2  billion  by 
1997,  says  the  Agriculture  Dept.  Negotiations  involving  more 
than  100  countries,  including  the  U.  S.,  the  EC,  Japan,  and 
Korea,  broke  down  a  year  ago,  but  there  has  been  substantial 
movement  in  recent  weeks  in  high-level  discussions  aimed  at 
opening  farm  markets  overseas.  The  U.S.,  in  return,  is  being 
asked  to  accept  a  longer  timetable  than  it 
wants  for  the  changeover  to  free  markets. 

The  prospect  of  a  new  trade  deal  is  cheer- 
ing family  farmers  such  as  Terry  L.  Wolf, 
who  grows  corn  and  soybeans  on  1,750  acres 
in  central  Illinois.  Although  he  sells  most  of 
his  corn  on  contract  to  Frito-Lay  Inc.,  Wolf 
worries  about  the  cost  of  new  equipment  and 
the  $50,000  loan  he  took  to  buy  77  acres  from 
a  neighbor  last  July.  The  U.  S.  is  "always 
willing  to  jump  into  places  with  military 
might,"  Wolf  says.  "We  should  be  willing  to 
jump  into  new  markets  with  agricultural 
might."  After  years  of  frustration,  the 
groundwork  may  be  laid  in  1992  for  letting 
American  farmers  do  just  that. 

By  David  Greising  in  Chicago 
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BIG  OIL'S  SLIPPERY  SLOPE 


As  profits  drop,  companies  will  put  most  of  their  exploration  money  into  foreign  fields 


Atlantic  Richfield  Co.  has  long  enjoyed  the  best  of  all 
worlds.  Much  of  its  crude  comes  from  Alaskan  fields, 
two  days  up  the  coast  from  its  California  service  sta- 
tions, which  are  smack  in  the  heart  of  the  biggest  U.  S.  gaso- 
line market.  It  liked  being  a  mostly  U.  S.  company.  Until  last 
year,  that  is,  when  gasoline  demand  fell  2'/'  in  California, 
prices  weakened,  and  natural  gas  hit  the  skids,  too.  Earnings 
of  the  $20  billion  company  fell  65'^  to  about  $700  million.  In 
October,  it  announced  plans  to  sell  1,100  producing  oil  and  gas 
properties  in  the  U.S.  and  lay  off  2,100  employees,  97'  of  its 
work  force.  And  Arco  plans  to  step  up  exploration  overseas,  in 
places  such  as  New  Zealand,  North  Africa,  and  South 
America,  in  hopes  of  hitting  big  oil  finds  to  shore 
up  revenues. 

Arco  isn't  alone  in  e.xpanding  beyond  the 
U.  S.  Shell,  Phillips,  Sun,  and  other  pro- 
ducers are,  too.  They  especially  want  to 
put  fewer  new  marbles  into  natural 
gas,   whose  average   price  sank 
more  than  187  in  1991,  to  $1.38 
per  thousand  cubic  feet — the  oil 
equivalent  of  $8.28  per  bbl. 
DISMAL.  These  low  gas  prices, 
plus  oil  prices  that  by  yearend 
had  dropped  to  about  $18.75  a 
bbl.,  pummeled  the  returns  of  the  14 
biggest  U.S.  energy  companies  that  don't 
have  strong  overseas  refining  operations.  Their  prof- 
its tumbled  347'  last  year,  according  to  estimates  by  Salo- 
mon Brothers  Inc.  By  contrast,  the  six  major  oil  companies 
that  have  large  overseas  operations  suffered  a  much  less 
painful  37  earnings  decline. 

Either  way,  though,  it  was  a  dismal  performance.  John  S. 
Herold,  an  energy  consultant  in  Greenwich,  Conn.,  estimates 
that  the  top  23  U.  S.  oil  companies  produced  only  a  27  return 
on  sales  in  1991,  vs.  207  a  decade  ago.  This  year  won't  be 
much  better.  Barring  a  roaring  domestic  recovery  or  a  long 
cold  winter,  profits  may  fall  another  37,  Salomon  predicts. 

This  outlook  could  change  if  world  petroleum  supplies  fall 
short  of  demand,  but  that  isn't  likely.  Mideast  producers,  the 
world's  swing  suppliers,  are  pumping  oil.  With  its  fires  out, 
Kuwait  is  back.  And  Iraq  may  return,  too,  if  it  agrees  to  a 
U.  N.  monitoring  plan  to  ensure  that  proceeds 
of  its  oil  sales  go  for  food  and  medicine  for  its 
citizens.  Together,  Kuwait  and  Iraq  could  be 
producing  2  million  bbl.  a  day  by  summer, 
just  as  U.  S.  demand  drops.  No  one  expects  a 
replay  of  1986,  when  prices  crashed  to  $10  a 
bbl.  Saudi  Arabia  would  scale  back  its  8.5 
million  bbl.  of  production  to  prevent  that.  And 
exports  from  the  former  Soviet  Union,  the 
world's  largest  producer,  may  fall  257,  to 
about  1.8  million  bbl.  a  day,  supporting  prices 
a  bit.  Still,  "we  could  see  $l'7-a-bbl.  [crude] 
agaih,  "  predicts  Vahan  Zanoyan,  an  analyst  at 
Petroleum  Finance  Co.,  a  consulting  firm  in 
Washington,  D.  C.  Adds  Goldman  Sachs  ana- 
lyst John  Olson:  "Gas  prices  will  only  be  flat." 
As  a  result,  oil  companies  will  reduce  explo- 
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ration  spending  this  year  by  57.  And  they'll  cut  deepest  a 
home.  One  reason  is  bans  on  drilling  in  oil-rich,  environmental  t 
ly  sensitive  areas  in  Alaska  and  offshore  California.  Another  h 
the  higher  cost  of  domestic  drilling  caused  by  the  scarcity  oi 
big  new  fields.  Phillips  Petroleum  Co.'s  1992  plans  are  typical 
The  Bartlesville  (Okla.)  company  can't  win  permission  to  pro 
duce  all  its  oil  in  offshore  California,  where  it  has  invested  $2. 
billion.  So,  it  will  put  607  of  its  $645  million  exploration  anc 
production  budget  overseas,  vs.  407  or  less  in  the  late  1980s 
The  biggest  chunk  will  go  into  mature  areas,  such  as  tht 
North  Sea,  where  Phillips  already  has  large  holdings.  But  i 
will  also  drill  in  Gabon,  Cameroon,  and  Yemen,  says  Chair| 
man  C.  J.  Silas.  Between  1986  and  1990,  Phillip: 
added  overseas  reserves  for  $1.8i 
per  bbl,  vs.  $3.01  in  the  U.  S. 

As  they  go  abroad,  U.  S.  coml 
panies  \\i"  splurge  on  powerful 
workstations  and  sophisticate 
software  that  process  and  inter 
pret  seismic  data — the  recording! 
of  shock  waves  as  they  bounce  of 
oil  and  gas  formations.  Fuzzy,  gra; 
seismic  maps  become  colorful  3-D  dis 
plays.  Since  it  started  using  computer 
aided  exploration  (CAEX)  in  Oklahoma': 
Arkoma  Basin  in  1988,  Amoco  has  hit  on  11 
of  12  wells,  vs.  a  137  success  rate  for  rivali 
using  older  technology.  Merrill  Lynch  &  Co 
analyst  Suzanne  L.  Cook  thinks  the  industry 
will  spend  $1.6  billion  a  year  on  this  technology 
by  1995,  vs.  $5  million  in  1985. 

Big  Oil  will  also  spend  heavily  on  domestic  refineries  il 
1992,  but  not  by  choice.  It  headed  off  proposals  in  Washingto 
last  fall  to  replace  gasoline  in  cars  with  cleaner-burning  fuel 
such  as  methanol.  Still,  the  1990  Clean  Air  Act  will  require  th 
industry  to  make  less-polluting  fuel  by  retrofitting  refineries 
The  American  Petroleum  Institute  thinks  that  could  cost  up  t 
$7.9  billion,  raising  refining  costs  by  about  12.5$  a  gallon. 
SPUTTERING.  Refining  costs  could  be  tolerable  this  year,  how 
ever.  If  crude  prices  average  about  $20  and  gasoline  deman 
rises,  margins  at  a  typical  Gulf  Coast  refinery  could  reac 
$1.07  a  bbl.,  up  from  72$  in  1991,  according  to  Purvin  &  Gerd 
Inc.,  a  Houston  consulting  firm.  This  is  ra 
spectable,  though  not  good  enough  to  pea 
suade  refiners  to  upgrade  marginal  facilitiea 
Sources  say  20  refineries  were  put  up  for  salj 
recently  by  Shell,  Phillips,  and  Amoco,  amon 
others.  Those  that  aren't  sold  will  probably  b 
shut  down. 

In  recent  years,  domestic  exploration,  refii' 
ing,  and  marketing  took  turns  boosting  th 
profits  of  oil  companies.  As  all  three  no^ 
sputter,  companies  such  as  Arco  are  bettin 
on  big  overseas  strikes  to  produce  bette 
earnings.  But  that  won't  happen  overnigh 
"We  don't  see  a  turnaround  until  at  leas 
late  '92,"  says  Phillips'  Silas.  And  he  may  b 
optimistic. 

By  Mark  Ivey  in  Housto 
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y  Barbara  H.  Peters  and  James  L.  Peters 


ive  hundred 
years  ago,  a 
master  naviga- 
tor set  sail 


uncharted 


ocean  and  ended  up  discovering 
a  new  world.  More  than  ever 
before,  that  historic  adventure 
resonates  with  America's  corpo- 
rate chief  executive  officers 
as  they  contend  with  seas  of 
unprecedented  change,  risk,  and 
opportunity. 

Today's  turbulent  political 
and  economic  realities  call  for 
bold  senior  executives,  men  and  - 
women  who  can  steer  the  right 
strate'gic  course  in  a  rapidly  trans- 
forming bvisiness  environment 
while,  at  the  same  time,  leading 
their  own  companies'  transforma- 
tion. This  leadership  challenge: 
was  the  framework  for  the  1991 
Business  Week  Symposium  of 
North  American  Chief  hxecuvive 
Officers  held  recently  in 
Washington,  DC. 

Bl-oadening  their  challenge 
beyond  the  business  context, 

:..rontinned  0)1  next  piige ' 
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"In  today's  zero  lag- 
time  world,  companies 
must  simultaneously 
implement  new  strate- 
gies, operational 
improvements,  and 
information  systems." 

DAVID  TEIGER,  chairman 
and  CEO,  United  Rest-arch,  a 
Gemini  Consulting  company 


"The  real  win  is  to 
capture  and  use  the 
intellectual  capital 
that  exists  in  all  our 
companies;  network 
computing  allows 
this  to  happen." 

JIM  MANZI,  president  and  CEO, 
Lx)tus  Development  Corporation 


Lawrence  S.  Eagleburger,  Deputy  Secretary 
of  State,  urged  the  gathered  chief  executives 
of  major  corporations  to  help  shape  and  lead 
the  new  international  order.  "We  are  enter- 
ing a  very  different  world,"  he  reminded  the 
audience,  "and  there  is  no  way  to  isolate  our- 
selves from  the  fast-integrating  global  market 
which,  increasingly,  provides  jobs,  raw  materi- 
als, capital  and  technology  for  everyone." 

The  two-day  meeting  affirmed  that  the 
political  transformations  described  by 
Eagleburger  —  the  transformations  that  get 
most  of  the  headlines  —  are  paralleled  by 
equally  dramatic  business  transformations 
unfolding  in  and  around  most  companies. 

TRANSFORMING  THE  CORPORATION 

ost  CEOs  today  agree  that  agility 
followed  by  speed  is  the  essential 
factor  of  corporate  survival. 
"Companies  that  can  adapt  quickly  and 
seamlessly  to  the  ever-shifting  global  market 
will  improve  and  sustain  their  competitive 
advantage,"  said  David  Teiger,  chairman  and 
CEO  of  United  Research,  a  Gemini 
Consulting  company.  Teiger  encourages 
senior  executives  to  seize  opportunities  for 
change  and  growth.  "Organizations  that  excel 
in  this  decade  will  have  a  CEO  who  serves 
as  'CTO'  —  chief  transformation  officer." 

Teiger  observed  that,  in  the  past,  corpora- 
tions typically  introduced  transformation 
step-by-step:  A  company  conceived  a  vision, 
designed  a  supporting  strategy,  then  imple- 
mented new  operational  systems.  "But  in 
today's  zero  lag-time  world,  speed  is  a  key 
differentiator,"  said  Teiger.  "As  CTOs,  we 
have  to  articulate  and  champion  a  powerful, 
inspiring  vision  of  the  future.  And  then,  con- 
sistent with  that  vision,  we  must  simultaneous- 
ly implement  strategy,  operational  improve- 
ment, and  information  systems  that  keep 
our  customers  enthusiastic,  our  shareholders 
satisfied,  and  our  employees  motivated." 

Alignment,  empowerment,  and  a  learning  cul- 
ture are  the  key  elements  of  organizational 
transformation,  Teiger  concluded.  Hugh 
Jacks,  president  and  CEO  at  BellSouth 
Services,  seconded  that  view  enthusiastically 
and  zeroed  in  on  empowerment.  Jacks  led  an 
initiative  to  redesign  many  of  his  company's 
traditional  policies  and  practices  as  he 
launched  a  transformation  process  that 
involved  everyone  in  BellSouth  Services' 


largest  organization.  "The  CEO  can  change 
the  way  a  business  operates,  but  the  CEO 
cannot  transform  the  business.  Only  the  peo 
pie  can  do  that,"  Jacks  said.  "The  edge  will 
definitely  go  to  the  CEO  who  understands 
the  value  of  people  and  motivates  all  emploj 
ees  to  become  transformation  catalysts." 

At  BellSouth,  this  course  was  well- 
rewarded.  Partnering  with  a  team  of  consul 
tants  for  18  months,  one  area  of  the  compa- 
ny has  rightsized  its  work  force,  measurably 
improved  service,  and  eliminated  $70  mil- 
lion in  annual  costs. 

Gerhard  Schulmeyer,  president  and  CEC 
of  Asea  Brown  Boveri  Inc.,  also  salutes  the 
power  of  people.  As  leader  of  a  $30  billion 
global  company  that  emerged  just  a  few 
years  ago,  Schulmeyer  observed,  "People  on 
the  shop  floor  often  know  more  about  the 
business  than  the  executives."  By  developing 
a  participative  culture  that  draws  on  front- 
line competencies,  ABB  expects  to  "keep  its 
house  in  order  and  sustain  its  customer- 
responsive  organization." 
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omer  as  an  "intellectual  property  manaj^e- 
nent  system."  In  this  breakthrouj^h  program, 
he  company  electronically  links  its  global 
taff  and  customers  into  one  Lotus  loop. 
Notes  is  a  vital  part  of  our  own  information 
irchitecture  and  gives  everyone  access  to  all 
'■  jertinent  data.  It  improves  communication' 
ind  helps  us  make  better  products  and  ser- 
vices," Manzi  concluded. 

I  .EVERAGING  INNOVATION  TO 
TRANSFORM  CUSTOMER  SERVICE 

■ dvanced  information  technologies 
are  also  giving  companies  new 
means  of  delivering  customer  ser- 
vice and  improving  the  responsiveness  ol 
:heir  organizations. 

"Innovative  technology  has  opened  up 
lew  possibilities  for  companies  and  customers 
ilike;  one  is  the  ability  to  access  and  utilize 
data  that  has  been  inaccessible  until  now," 
iaid  George  Conrades,  IBM  senior  vice  presi- 
dent and  general  manager,  IBM  U.S.  "When 
.you  free  data  from  its  traditional  media  — 
,  using  innovations  like  image,  voice  recogni- 
:ion  or  multimedia  —  you  bring  a  new  level 
of  productivity  to  a  service  business.  You  also 
Free  people  from  routine  tasks  so  they  can 
pay  more  attention  to  serving  the  customer. 

"And  customers  are  demanding  a  tohil  ser- 
<Ace  experience,  rather  than  simply  being  satis- 
fied with  the  product  itself  —  whose  quality 
!  is  increasingly  seen  as  a  given,"  Conrades  con- 
tinued. "As  technology  raises  expectations,  it 
also  raises  the  bar  for  manufacturers  to  pro- 
vide the  level  of  capability  that's  necessary  to 
turn  customer  expectations  into  reality. 

"At  IBM,  helping  customers  solve  their 
increasingly  complex  business  problems  is 
the  thrust  of  our  services  strategy,  including 
the  expansion  of  our  systems  integration  . 
and  consulting  practices.  Information  sys- 
tems are  critical  to  the  success  of  that  strate- 
gy and  to  our  market-driven  quality  manage- 
ment system,"  Conrades  said.  He  advises 
CEOs  to  make  necessary  cultural  and  pro- 
cess changes,  before  implementing  any  I/S 
strategy.  They  should  define  what  is  needed 
and  where  it  is  needed  in  the  organization  to 
deliver  new  levels  of  satisfaction  to  their 
customers.  Once  executives  do  that,  an 
effective  information  infrastructure  can 
:ibe  the  underpinning  of  their  company's 
^1  processes  —  with  data  as  their  lifeblood. 


"As  new  technologies  and  products  become 
more  like  commodities  and  available  to  all 
competitors,  customer  service  has  become  a 
means  of  competitive  differentiation," 
Conrades  added.  "The  degree  to  which  a 
company  delivers  customer  service  —  in 
effect,  everything  that  enhances  customer 
satisfaction  —  will  largely  determine  which 
ones  succeed  or  fail  in  the  decade  ahead." 

MCI  Communications  Corporation  pro- 
vides an  excellent  example  of  that.  "Technolo- 
gy integration  is  at  the  heart  of  our  marketing 
plan,"  said  Richard  T.  Liebhaber,  executive 
vice  president  and  group  executive.  "Informa- 
tion technology  allows  us  to  research  cus- 
tomers' preferences  and  calling  patterns.  With 
this  data,  we  stay  ahead  of  the  curve  by 
anticipating  customer  expectations  and 
retooling  our  products  and  services  to  deliv- 
er added  value." 

The  president  of  Hershey  Chocolate 
USA,  Joe  Viviano,  led  a  chorus  of  "Hail  to 
the  Customer"  to  underline  his  company's 
commitment  to  stay  close  to  its  customers. 
"Partnering  with  our  customers  supports  our 
company's  team  approach  —  the  approach 
that  will  carry  Hershey  into  the  21st  centu- 
ry," he  said.  "This  strategy  goes  directly  to 
our  bottom  line:  A  loyal  customer  is  10 
times  more  profitable  annually  than  a 
revolving-door  customer." 

Empowering  customers  is  routine  at 
IBM's  Rochester,  Minnesota,  manufacturing 
facility  —  a  1990  winner  of  the  Malcolm 
Baldrige  National  Quality  Award.  As  part  ol 
IBM's  market-driven  cjuality  strategy,  a  path- 
breaking  practice  at  this  plant  is  to  engage 
customers  in  product  development  at  the 
earliest  possible  stage.  Robert  .1.  LaBant,  vice 
president  and  general  manager,  noted  two 
important  benefits  of  customer  involvement: 
The  product  development  cycle  was  reduced 
from  two  years  to  six  months;  and  US  cus- 
tomer satisfacticin  was  up  7  percentage 
points  from  August  1989  to  January  1991. 
IBM  equates  each  percentage  point  of  cus- 
tomer satisfaction  to  millions  ol  dollars  of 
increased  revenue. 

A  NETWORK  FOR  TRANSFORMATION 

Iames  C.  Bills,  executive  vice  president 
of  Novell,  Inc.,  described  how  existing 
IT  architectures  can  be  integrated  with 
other  systems  through  network  computing. 


"The  degree  to  which 
companies  deliver 
customer  service  will 
determine  which  ones 
succeed  or  fail  in  the 
decade  ahead." 

GEORGE  CONRADES, 

senior  vice  president  and 
genercd  mmniger,  IBM  U.S.: 


"  Business-wide 
networking  connects 
internal  and  external 
customers,  suppliers, 
and  partners  —  thus 
changing  the  ground 
rules  of  the  global 
marketplace." 

JAMES  C.  BILLS,  executive 
vice  president  Novell,  Inc. 
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"For  LIS  business  to 
remain  globally 
competitive,  its  voice 
needs  to  be  raised  in 
the  national  health 
care  debate." 

ROGER  TAYLOR,  M.D., 
Ndtiomil  Lt'ciclcr-I Icaltli  Cure, 
Ihf  Wyiitt  C'oinpiiuy 


"Winning;  companies  are  building;  technolo^i- 
eal  infrastructures  that  electronically  con- 
nect their  internal  and  external  customers, 
suppliers  and  partners.  Business-wide  net- 
working; is  changing  the  gnnind  rules  of  the 
,i;lohal  marketplace." 

Hills  noted  that  more  and  more  organiza- 
tions are  transforming  from  the  familiar 
hierarchical  model  to  a  horizontal  one  where 
information-sharing  electronic  networks  pro- 
vide the  competitive  edge.  Since  information 
strategy  is  now  the  most  crucial  strategic 
decision  fior  many  companies,  Bills  insists 
that  senior  executives  must  lead  the  net- 
working transformation.  "As  a  CEO  today, 
you  have  three  options:  You  can  make  this 
transformation  happen;  you  can  watch  it 
happen;  or,  at  great  risk,  you  can  ignore  it." 

Network  computing  certainly  gives  Mrs. 
Fields,  Inc.  its  mcist  signif  icant  competitive 
advantage.  In  fact,  chairman  Randy  Fields 
says  that  the  cookie  ccimpany's  very  survival 
depends  on  technology  deployment.  He  uses 
IT  to  capture  the  decisionmaking  skills  of 
the  firm's  best  managers,  then  leverages  that 
knowledge  by  distributing  it  horizontally  to 
over  7(X)  stores  worldwide. 

Dr.  Jerry  Mechling  of  the  Kennedy 
School  of  Government,  Harvard  University, 
took  Bills'  analysis  one  step  further. 
"Computers  are  communicating  at  such 
great  speeds  that  today's  interconnecting  net- 
wtirks  are  already  inadequate.  Cf'Os  must 
think  about  how  the  information  infra- 
structure of  the  future  will  be  configured  to 
carry  the  emerging  global  services.  To  com- 
pete in  the  information  age  of  the  21st  cen- 
tury, the  US  needs  to  build  a  communica- 
tions platform  today." 

SEEKINC;  A  NEW  HEALTH  CARE  PARADIGM 

rom  the  business  perspective  —  and 


I 


the  nation's  —  America's  health  care 
system  is  in  crisis  and  in  need  of  trans- 
formation. In  1990  alone,  health  care  costs 
rose  by  10.5'X),  totaling  $6(S6.2  billion  —  an  all- 
time  high  of  I2.2%of  GNP. 

With  its  health  care  costs  soaring  by 
over  20'Xi  a  year,  Southern  California  Edison 
switched  to  a  managed  health  care  plan  in 
1989.  President  Michael  Peevy  reported  that 
his  company  now  manages  health  care  costs 
the  same  way  it  manages  many  other  costs. 
"The  company  developed  a  group  of  health 


care  clinics  staffed  by  professionals  who 
were  willing  to  accept  the  fees  the  company 
was  able  to  pay."  To  encourage  employees  to 
use  these  providers,  co-payment  differentials 
were  intrc^iduced.  In  addition,  financial  incen 
tives  for  good  health  were  tied  to  the  com- 
pany's benefit  plan.  The  initial  results  are 
impressive:  Peevy  cited  a  savings  of  $36  mil- 
lion for  1989-1990. 

A  recent  survey  by  The  Wyatt  Company 
of  Business  Week  1000  CEOs  revealed  that 
their  number  one  priority  is  health  care. 
Roger  Taylor,  M.D.,  National  Eeader-Health 
Care  for  The  Wyatt  Company,  says,  "It  is 
not  surprising  that  health  care  topped  global 
competition,  worker  productivity,  and  gov- 
ernment regulation.  It  is  the  one  element  of 
compensation  that  continues  to  spiral  with 
absolutely  no  tradeoff  in  productivity  or 
competitiveness." 

Dr.  Taylor  believes  that  fundamental 
reform  will  be  necessary  to  bring  costs  dowr 
—  including  some  form  of  government  inter- 
vention. He  urged  business  leaders  to  get 
involved  in  the  national  dialogue.  "Labor, 
medical  and  hospital  associations  are  already 
pitching  their  interests.  For  US  business  to 
remain  globally  competitive,  its  voice  needs 
to  be  heard  loudly  and  clearly  as  this 
momentous  debate  escalates." 

William  Ferguson,  chairman  and  CEO  of 
NYNEX,  endorses  Dr.  Taylor's  view.  He  also 
articulated  some  principles  that  he  feels  can 
be  a  strategic  framework  for  a  reformed  US 
health  care  system:  All  Americans  deserve 
basic  health  care;  the  consumer  must  have 
responsibility  for  making  health  care  choices 
c|uality  should  be  measured  and  rewarded; 
all  providers  should  adhere  to  the  highest 
ethical  standards;  and  the  system  should 
respect  individual  rights. 

Whether  the  mission  is  to  totally  revamp 
the  nation's  health  care  system  or  tc:)  radical 
ly  alter  a  company's  management  strategy  or 
IT  model,  the  transformatic^in  journey  isn't 
easy,  isn't  linear  and,  often,  isn't  invited.  Lik^ 
Columbus'  15th  century  exploration,  this 
journey  will  take  vision,  tenacity,  and  daring 
of  the  highest  order  —  defining  assets  of 
tomorrow's  business  leadership. 


Barbara  II.  Peters  and  James  L  Peters  are  New 
York-based  business  writers  who  specialize  in 
(orporate  eommunii  ations. 
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FOREST  PRODUCTS 


A  LIGHT  IN  THE  FOREST? 


Wood  and  paper  profits  could  soar,  after  their  worst  year  in  a  decade 


hings  are  bound  to  improve  in  1992,  or  so  it  is  said  in  the 
$182  billion  forest-products  business.  For  makers  of  both 
wood  and  paper  products,  last  year  was  the  weakest  in 
learly  a  decade.  "Things  got  worse  than  we  ever  thought  they 
vould,"  says  President  A.  D.  "Pete"  Correll  of  Georgia  Pacific 
!;orp.  But,  he  adds,  "1992  will  be  significantly  better." 

Indeed,  a  slow  turnaround  seems  to  be  starting.  Wood 
)rices  are  up,  after  hitting  a  four-year  low  last  February.  And 
trices  of  some  grades  of  paper  and  paperboard  have  risen 
ecently  from  their  recession  lows.  So,  after  dropping  527^  in 
991.  profits  for  the  16  largest  forest-products  com- 
)anies  could  jump  47%  this  year,  says  Sherman 
!;hao,  an  analyst  at  Salomon  Brothers  Inc. 
•RUNING  SUPPLIES.  Wood  products  may 
teat  that  average  a  bit,  but  not  for  the 
isual  reasons.  Housing  starts  dropped 
0  a  40-year  low  in  1991  and  may  not 
•ounce  back  quickly.  So  demand  for 
umber  may  grow  only  8%  this  year,  to 
5  billion  board  feet.  Prices  are  anoth- 
:r  matter,  however.  Last  May  in  Seat- 
le,  U.  S.  District  Judge  William 
)wyer  blocked  timber  sales  from  federal 
ands  in  the  Northwest  until  the  U.  S.  For- 
ist  Service  writes  rules  to  ensure  the  surviv- 
al of  the  endangered  Northern  spotted  owl, 
vhich  nests  in  old-growth  timber,  the  oldest 
.nd  tallest  trees.  Thanks  largely  to  this  con- 
traint  on  supply,  the  composite  price  of  lumber, 
,s  calculated  by  the  trade  publication  Random 
jengths,  jumped  from  $197  per  1,000  board  feet  last 
''ebruary  to  $311  in  June,  before  the  economy  stalled.  It 
Iropped  to  $218  in  October  but  by  yearend  was  up  to  $235 
,s  buyers  started  worrying  that  the  timber  shortage  might 
hut  down  more  of  the  independent  mills  that  buy  logs  and 
hus  cut  supplies  of  lumber  even  more.  Meantime,  higher 
•rices  are  a  bonanza  for  big  companies  such  as  Weyerhaeuser 
ind  Louisiana  Pacific,  who  have  their  own  timber  holdings. 

The  question  is,  what  happens  when  the  economy  recovers? 
'he  Forest  Service  says  that  cuttings  in  the  South,  plus  im- 
lorts,  should  make  up  for  lost  Northwest  production.  Many 
ndustry  executives  disagree,  however,  and  predict  that  prices 
Wll  soar.  If  so,  builders  may  increasingly 
urn  to  metal  and  plastic,  plus  such  reconsti- 
uted  wood  products  as  laminated  veneer 
raming  lumber,  which  can  be  made  from 
mailer,  less  valuable  trees.  "With  decreasing 
ivailability  of  old-growth  lumber,  substitutes 
vill  be  the  wave  of  the  future,"  predicts  Wal- 
er  Minnick,  president  of  TJ  Internadonal  in 
ioise,  Idaho.  Minnick  recently  formed  a  joint 
■enture  with  Canada's  MacMillan  Bloedel  Ltd. 
0  make  such  products. 

While  wood  supplies  tighten,  surplus  capac- 
ty  is  depressing  prices  of  paper  and  the  pulp 
rom  which  it  is  made.  Papermakers  raised 
heir  capacity  3%  last  year  and  will  add  2.39^ 
nore  this  year,  according  to  the  American 
■•aper  Institute  (API).  Plant-operating  rates 


LUMBER  DEMAND 
SHOULD  PICK  UP  SOME 
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are  at  91%  now,  below  the  93%  that  marks  a  strong  business 
cycle.  And  they  may  not  reach  93%-  until  1993.  John  A. 
Georges,  chairman  of  International  Paper  Co.,  calls  such  an 
improvement  "slower  than  we  would  like."  Still,  operating 
rates  could  creep  up  to  92%  this  year.  So  overall  pulp  and 
paper  profits  may  rise  11%,  after  last  year's  37%  decline. 

Linerboard,  used  in  corrugated  boxes,  may  do  better  than 
that.  When  a  9%  price  increase  held  in  September,  economists 
thought  maybe  the  economy  was  recovering.  Now,  it  seems 
that  much  of  linerboard's  strength  came  from  exports,  which 
rose  15%  last  year.  But  to  manufacturers,  a  sale  is  a 
sale.  "We  think  we're  in  good  shape  even  if  the 
upturn  is  modest,"  says  R.  E.  Cartledge,  chair- 
man of  Union  Camp  Corp.  He  expects  a  10% 
jump  in  his  linerboard  exports  this  year  on 
top  of  a  15%  increase  in  1991.  His 
plants  are  running  at  95%  of  capacity. 

The  outlook  for  paper  is  harder  to 
gauge.  Prices  for  the  uncoated  kind 
used  in  office  copiers  and  printers 
nose-dived  a  year  ago,  recovered,  then 
faltered  in  October.  Analysts  think  this 
reflects  layoffs  in  financial,  legal,  account- 
ing, and  other  white-collar  jobs.  "You  don't 
have  as  many  people  in  front  of  Xerox  ma- 
chines," says  Evadna  Lynn,  Dean  Witter's 
paper  analyst.  Demand  is  also  lackluster  for 
other  grades  of  paper.  A  near-depression  in 
advertising  zapped  sales  of  newsprint  and  coated 
magazine  paper  last  year.  After  capacity  additions 
in  1990,  the  former  is  selling  for  up  to  30%  off  list,  or 
a  metric  ton.  At  that  price,  some  mills  were  taking 
a  loss  on  the  newsprint  they  made  last  year.  And  that's 
without  figuring  in  fixed  costs.  In  the  absence  of  a  sharp 
advertising  recovery,  discounts  will  prevail  again  this  year. 
CRASHING  PRICES.  Pulp  is  another  disaster.  Prices  bottomed 
out  last  year  at  $490  per  metric  ton,  down  42%'  from  1989. 
High-cost  producers  in  Canada  and  Scandinavia  can't  break 
even  at  this  level.  Even  Procter  &  Gamble  Co.,  a  large  pulp 
producer,  cited  crashing  prices  as  a  major  reason  for  its  3% 
earnings  drop,  to  $536  million,  in  the  quarter  ended  last  Sept. 
30.  Pulp  prices  firmed  a  bit  in  December.  But  with  new  mills 
coming  on-stream,  mostly  in  South  America, 
profits  may  be  slim  until  1993. 

Tissue  makers  are  in  similar  straits.  Capaci- 
ty utilization  is  at  91%,  vs.  96.6%.  in  1990,  and 
producers  are  locked  in  a  bruising  market- 
share  battle.  "Prices  have  fallen  as  far  as 
they're  going  to  fall,  but  we're  not  expecting 
recovery"  soon,  says  Peter  T.  Pope,  chairman 
of  tissue-maker  Pope  &  Talbot  Inc. 

Exports  kept  papermakers  afloat  last  year: 
The  API  says  overseas  sales  jumped  21%.  Still, 
forest  products  makers  are  so  tied  to  the  U.  S. 
economy  that  they  won't  do  really  well  until  it 
recovers.  Says  Pope:  "The  big  question  is:  Are 
we  coming  out  of  recession?"  Indeed,  that's 
the  question  of  the  year. 

By  Don  Jones  Yang  in  Seattle 
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Everything  MIS  needs  to  know  about 
the  difference  between  a  Compaq  PC 
with  Intelligent  Modularity 
and  a  merely  upgradable  PC 


These  days,  a  lot  of  personal  computers  have  upgradable 
processors  and  memory.  But  the  new  COMPAQ 
DESKPRO/M  PCs  have  Intelligent 
Modularity,  which  goes  far 
beyond  ordinary  upgradability 
This  unique  design  makes 
these  PCs  a  smart  investment 
for  today  and  tomorrow. 

Smart  for  today— 
designed  for  today's  needs  and  today's  budgets.  Intelligent 
Modularity  puts  all  vital  subsystems  on  separate  boards  so 
you  can  choose  just  the  performance  and  features  you  need. 

Since  the  parts  are  interchangeable,  the  whole 
office  can  standardize  on  one  platform.  And  since  the  parts 


Suggested  Resale  Price  starts  at  just  over  $3,000  for 
this  family  of  four  remarkable  PCs. 


Processor  Board. 


Advana 
VGA  Bat 


Nobody  else  glues  you  all  the 
advantages  vou  get  with  the 
COf^PAQDESKPROlMPCs 

COMPAQ 
DESKPROM 
FAMILY 

ALR 
Bl  ISINESS 
VEISA 

AST 
PREMIUM 
II 

DELL 
POWERLINE 
DE 

IBM  PS  2 
Ml  )[)EL 

1,  Five-board  modular  design 

Yes 

No 

No 

No 

No 

2  Upgradable  video  without 
using  an  expansion  slot 

Yes 

Yes 

No 

No 

No 

.3.  Separate  I/O  board  for  potential 
enliancements  and  ease  o(  service 

Yes 

No 

No 

No 

No 

4  14  levels  of  secuntv  including 
rable-lock  provision 

Yes 

No 

No 

No 

No 

5  System  configuration  and  ID 
number  available  in  memorv 
and  accessible  remotely 

Yes 

No 

No 

No 

Yes 

6  Power  supply  adequate  for  all 
expansion  needs 
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are  easy  to  access,  they're  easy  and  inexpensive  to  service. 
Replacement  parts  cost  less,  too. 

Keeping  track  of  what's  inside  each  PC  is  easy 
with  our  built-in  Asset  Management  provision.  Each  COMPAQ 


DESKPRO/M  PC  can  tell  you  its  serial  number,  how  it's 
configured  and  what  it  has  installed.  Even  remotely  over 
the  network.  A  big  time-  and  monej 
saver  for  MIS  managers. 

Smart  for  tomorrow —\m\{ 
adapt  to  changing  technology  and  changir 
needs.  With  Intelligent  Modularity  upgrac 
ing  and  expanding  only  takes  about  five  minutes 

And,  thanks  to  unique       1 .  High-speed  I^emory  Board 

Compaq  engineering,  ^ 
you  get  optimum 
performance  no 
matter  how  you 
configure  your 
system. 

The  32-bit 
EISA  expansion 
bus  gets  the  most  out 
of  high-performance 
processors,  expansion 
boards  and  peripherals.  Superior  thermals  keep  things  co( 
no  matter  how  many  options  you  add.  And  the  240-watt 

power  supply  can  take  anything  you  plug  i 
Call  your  Authorized  COMPAQ  Comput 
Dealer  and  ask  to  see  the  wonders  of  th 
COMPAQ  DESKPRO/M  PCs  firsthand. 
Call  1-800-231-0900,  Operator  185.  In  Canada,  call 
1-800-263-5868,  Operator  185. 


4  £/.Vl/y;,s 
■  Board. 

Intelligent  l^odularity—Five  separate  subsyslei 
let  you  upgrade  or  replace  only  what  you  need 
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Everything  the  boss 
needs  to  know 


1.  It's  smart. 

2.  It's  easy. 

3.  It's  affordable. 


It  simply  works  better. 


BANKING 


THINGS  COULDN'T  GET  WORSE,  RIGHT? 

Real  estate  is  still  thorny,  and  the  economy  is  weak.  Yet  1992  doesn't  look  half  bad  to  bankers 


i 


fter  spending  the  past  couple  of  years  watching  bad 
real  estate  loans  pile  up  like  dead  whales  on  a  beach, 
bankers  are  looking  for  a  little  relief  in  1992.  And 
Afhile  it  is  still  early  to  be  promising  a  full  recovery,  they  think 
hey  see  signs  that  the  worst  is  over.  There's  even  talk  of  a 
nodest  upturn  in  bank  earnings  for  the  year. 

This  more  serene  outlook  follows  a  year  of  near-frantic 
icrambling  as  banks  tried  to  get  a  handle  on  their  loan  prob- 
ems.  Most  halted  construction  lending  more  than  a  year  ago, 
,hen  spent  1991  nursing  their  bruised  portfolios.  They  fore- 
;losed  on  troubled  properties  and  built  up  bigger  reserves 
igainst  which  to  write  off  bad  loans.  Now,  a  year  after  the 
lollapse  of  the  Bank  of  New  England,  the  largest  failure  in 
1991,  the  bulk  of  U.  S.  banks  are  in  better  health.  At  the  end  of 
he  third  quarter,  the  top  50  had  enough  reserves  to  cover  98% 
)f  their  nonperforming  loans. 

It's  true  that  huge  problems 
•emain  at  several  heavy  real  es- 
ate  lenders.  Citicorp,  the  na- 
ion's  largest  bank,  had  reserves 
a  cover  only  40%  of  its  bad 
cans  at  the  end  of  September. 
That  was  down  from  48%  three 
nonths  before.  But  such  cases 
ire  now  the  exception,  and  with 
ow  interest  costs  widening  the 
nargin  between  funding  costs 
md  the  loan  rates  banks  charge, 
)rofits  are  turning  up.  In  Decemlii  r,  ilie  Federal  Deposit 
nsurance  Corp.  reported  that  the  nation's  12,072  commercial 
)anks  earned  a  total  of  $4.3  billion  in  the  third  quarter  of  1991. 
Uthough  the  results  were  down  7%'  from  the  previous  quarter, 
)rofits  were  still  19%-  higher  than  a  year  earlier. 
lAGGiNG  INJURIES.  This  will  make  it  easier  for  banks  to  juggle 
;ome  serious  continuing  problems  in  1992.  Although  the  pace 
)f  deterioration  has  slowed,  existing  loans  are  still  going  bad 
it  many  banks.  The  cost  of  carrying  foreclosed  properties  will 
ilso  continue  to  be  a  drag  on  banks'  financial  resources. 

And  there  is  the  still  uncertain  economy.  With  the  recovery 
imping,  corporate  borrowing  will  remain  weak.  Despite  howls 
'rom  the  Bush  Administration  and  Congress,  bankers  ada- 
nantly  deny  that  they're  refusing  to  grant  loans  to  credit- 
vorthy  borrowers.  They  say  they  just  don't  foresee  much 
ligher  demand  for  money  until  the  second  half — and  then  only 
f  the  economy  strengthens. 

Consumer  borrowing  will  also  remain  slug- 
gish over  the  next  few  months.  With  the  econ- 
)my  sagging,  the  specter  of  more  layoffs  con- 
,inues  to  scare  workers.  White-collar 
;mployees,  who  have  traditionally  accounted 
'or  the  biggest  share  of  consumer  borrowing, 
leem  especially  worried.  The  result  will  be 
;ontinuing  soft  demand  for  auto  loans  and 
lome  mortgages.  Even  the  use  of  credit  cards 
sn't  expected  to  grow  as  fast  this  year  as  in 
he  past.  Many  experts  think  charge  volume 
vill  rise  by  7%  in  1992,  vs.  10%  in  1991. 

California  banks  appear  especially  vulnera- 
)le  if  the  business  environment  stays  weak 
his  year.  With  the  state's  economy  in  decline 
md  real  estate  prices  slipping,  local  banks  are 


DANKS  AREN'T  LIKELY  TO  PUSH 
FOR  NEW  POWERS— AND  WASHINGTON 
ISN'T  LIKELY  TO  GRANT  ANY 


30- 


BANK  PROFITS 
lOOK  STRONGER 


mnmi  ubnings 

m  SHARE* 


■87 

A  PERCENT  CHANGE 

•FOR  142  BANKS 
DATA  KEEFE,  BRUYETTt  S  WOODS  INC 


encountering  problems  reminiscent  of  those  that  swamped 
New  England.  Nearly  one  in  four  California  banks  reported  a 
loss  in  the  third  quarter  of  last  year.  San  Francisco-based 
Wells  Fargo  &  Co.,  which  is  heavily  exposed  to  commercial 
real  estate  and  leveraged  buyout  loans,  said  in  December  that 
it  will  set  aside  $700  million  more  for  expected  loan  losses. 
MEGABANKS.  All  the  economic  uncertainty  may  hasten  the 
industry's  drive  toward  consolidation,  which  began  in  earnest 
last  year.  Indeed,  with  banks  hoping  to  trim  costs,  improve 
market  share,  and  attract  fresh  capital,  mergers  often  look 
like  a  wise  move.  As  an  industry,  "we've  just  scratched  the 
surface"  of  this  trend,  says  Daniel  R.  Smith,  chairman  of  First 
of  America  Bank  Corp.  in  Kalamazoo,  Mich. 

Once  momentum  picks  up,  colossus-size  banks  will  emerge. 
On  Dec.  31,  Chemical  Banking  Corp.  and  Manufacturers  Hano- 
ver Trust  Co.,  two  New  York  money  centers,  completed  their 

merger.  The  combined  bank, 
which  is  being  called  Chemical, 
will  reign  briefly  as  the  nation's 
No.  2  bank,  until  BankAmerica 
Corp.  completes  its  acquisition  of 
Security  Pacific  Corp.  early  this 
year.  The  new  year  also  saw  the 
birth  of  NationsBank,  following 
the  merger  of  NCNB  Corp.  in 
Charlotte,  N.  C,  and  Atlanta- 
based  C&S/Sovran  Corp. 
Efforts  in  Washington  to  re- 
store the  industry's  health  won't  be  nearly  as  noticeable.  The 
Bush  Administration  tried  and  failed  last  year  to  give  banks 
new  powers,  such  as  selling  and  underwriting  securities  and 
insurance.  All  Congress  would  agree  to  was  the  $70  billion 
bailout  for  the  FDIC,  which  was  passed  in  the  waning  hours  of 
1991's  legislative  session. 

Although  the  White  House  would  like  to  try  again  in  1992, 
Congress  isn't  likely  to  plunge  into  an  election  year  confronta- 
tion with  the  powerful  securities  and  insurance  industries, 
which  are  fearful  that  the  banks  could  end  up  as  big  competi- 
tors. And  bankers  aren't  likely  to  push  for  action,  either.  With 
the  savings  and  loan  disaster  still  fresh  in  lawmakers'  minds. 
Congress  last  year  seemed  to  favor  rolling  back,  not  expand- 
ing, the  banks'  entry  into  new  financial  businesses. 

Regulators,  too,  will  be  leery  of  giving  the  banks  more 
freedom.  So  far,  the  Federal  Reserve  has  authorized  more 
than  30  bank  holding  companies  to  set  up 
securities  subsidiaries  that  can  underwrite 
corporate  debt  issues.  Three,  to  date,  have 
been  permitted  to  underwrite  stocks.  The  Fed 
could  offer  expanded  powers  to  more  banks 
this  year.  But  Congress'  mood  makes  even 
that  unlikely.  "Some  of  us  might  like  to  be 
aggressive,"  says  one  Fed  official,  "but  then 
we  could  be  accused  of  ignoring  the  intent  of 
Congress." 

Without  a  breakthrough  in  banking  reform, 
1992  won't  be  momentous  for  the  industry. 
But  bankers  really  don't  care  right  now.  What 
they  want  at  this  point  is  simply  a  peaceful 
and  more  prosperous  New  Year. 

By  John  Meehan  in  New  York,  with  Mike 
McNamee  in  Washington 
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Finance 


INSURANCE 


KEEP  THE  CUSTOMER  MOLLIFIED 


The  long  term  looks  solid — but  after  a  gruesome  1991,  policyholders  will  need  a  lot  of  reassuring 


The  insurance  industry  is  staggering  into  1992  with  its 
reputation  for  stability  in  shambles.  And  while  the  worst 
may  be  over,  more  problems  lie  ahead.  Rotten  real  estate 
investments  will  continue  to  gnaw  away  at  insurers'  asset 
values.  Moreover,  a  brutal  price  war  among  property-casualty 
providers  will  get  nastier. 

Four  monstrous  life-insurer  failures  last  year  jolted  the 
public,  which  had  viewed  insurance  as  bedrock-solid.  Executive 
Life,  First  Capital,  Monarch,  and  Mutual  Benefit  were  seized 
by  regulators,  leaving  thousands  of  policyholders  in  limbo  over 
the  fate  of  their  benefits.  In  scenes  reminiscent  of  Great 
Depression  bank  collapses,  the  insured 
lined  up  to  cash  in  policies.  Compari- 
sons with  the  1930s  are  overblown;  in- 
surers generally  are  fairly  well  capital- 
ized. Yet  people  ask:  Who's  next? 

The  good  news  may  be:  nobody.  Bar- 
ring the  unexpected,  few  analysts  see 
another  meltdown  in  1992.  The  real  es- 
tate slump  may  bottom  out,  especially 
if  the  economy  finally  rebounds.  And, 
many  insurers  are  aggressively  com- 
bating what  they  call  "run  risk" — the 
circumstances  that  frighten  policyhold- 
ers into  cashing  in.  That's  what  pushed 
last  year's  failures  over  the  edge.  Since 
then,  many  companies  have  lessened 
their  real  estate  exposure  and  boosted 
their  liquid  assets  to  reassure  custom- 
ers. And  industrywide,  mortgages  as  a 
share  of  total  assets  will  shrink  from  23%  in  1991  to  20%  by 
the  end  of  this  year,  according  to  projections  from  Standard  & 
Poor's  Corp.  Life  insurers'  operating  earnings  for  1991  were 
"flat  or  slightly  down"  from  1990's  $13.6  billion,  says  Larry  G. 
Mayewski,  a  vice-president  at  A.  M.  Best  &  Co.,  the  rating 
firm,  but  experts  see  a  modest  improvement  in  1992. 
SPARK  OF  LIFE.  The  byword  this  year  will  be  asset  quality,  as 
strong  insurers  win  policyholders  from  weaker  ones.  Compa- 
nies such  as  Prudential,  Metropolitan,  and  New  York  Life  are 
stressing  their  potent  asset  bases  in  sales  pitches.  Says  Mark 
Puccia,  a  senior  vice-president  at  S&P:  "The  focus  now  is  on 
solvency,  not  returns."  In  the  1980s,  insurers  competed  by 
promoting  high  earnings  on  investment  as- 
sets. Now,  many  are  cutting  policy  dividends 
and  using  the  savings  to  shore  up  capital. 

Oddly,  amid  all  this  concern  for  safety,  the 
walking  dead  show  a  spark  of  life.  Big-time 
investors  are  prospecting  for  value  in  compa- 
nies that  were  ruined  by  risky  real  estate 
loans  and  junk-bond  investments.  Altus  Fi- 
nance, a  subsidiary  of  the  French  bank  Credit 
Lyonnais,  is  buying  Executive  Life's  junk  for 
$3.25  billion,  a  nice  discount  from  face  value. 
The  French  insurance  giant  MAAF  will  assume 
control  of  Executive  Life  and  inject  $300  mil- 
lion of  fresh  capital. 

The  attraction  is  that,  long-term,  U.  S.  life 
insurance  companies  seem  a  good  bet.  Given 
the  aging  population,  "demand  for  life  and 
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annuity  products  will  only  increase,"  figures  John  R.  Muse, 
principal  of  Hicks,  Muse  &  Co.,  an  investment  firm  ths 
bought  seven  insurance  units  in  1990  from  then-ailing  IC 
Corp.  Another  bottom-fisher  is  the  French  insurance  heavj 
weight  Groupe  Axa,  which  has  rescued  Equitable  Life  Assui 
ance  Society  of  the  U.  S.,  the  nation's  No.  3  insurer.  Despit 
Equitable's  bad  investments  in  recent  years,  Groupe  Axa  see 
enough  intrinsic  worth  to  invest  $1  billion  for  a  45%-  stake. 
DISASTROUS  LUCK.  While  life  insurers  try  to  rebuild,  property 
casualty  companies  will  engage  in  suicidal  price-cutting.  Thf 
rate  war  is  a  product  of  the  industry's  booni-and-bust  cycle 
The  recession  has  stressed  out  polic\ 
holders,  particularly  large  commerict 
ones,  making  the  competition  mor 
acute.  Auto  coverage,  which  makes  u 
46%'  of  the  property-casualty  market,  i 
offering  insurers  no  relief:  Man 
states  are  cracking  down  on  car  rate;  * 

All  of  this  is  especially  worrisome  i 
light  of  the  industry's  bad  luck  wit 
natural  disasters,  which  can  produc 
huge  claims  in  just  one  day.  Last  yea 
may  have  been  the  second-worst  eve 
for  catastrophe  claims,  chiefly  becaus  ''f^'' 
of  Hurricane  Bob  ($780  million)  and  th 
Oakland  (Calif.)  fire  that  caused  $1 
billion  in  damage.  The  worst  year  evi 
was  1989,  in  which  Hurricane  Hug  '  0 
and  the  San  Francisco  earthquake  le 
to  $7.6  billion  in  claims.  Such  cat 
clysms  have  insurers  talking  wistfully  of  an  end  to  pricf'^~; 
slashing.  But  that  won't  come  soon.  Says  Steven  K.  Bolland, 
senior  vice-president  at  Gill  &  Roeser  Inc.,  a  consulting  firn 
"People  are  betting  on  1993.  Or  maybe  1994." 

The  government  action  that  could  most  affect  both  life  an 
property-casualty  insurers  is  legislation  that  would  put  Wasl 
ington  in  charge  of  regulating  the  industry.  Insurance  ove 
sight  is  now  exclusively  a  state  concern.  But  many  in  Co; 
gress  think  the  states  are  lax  in  policing  insurers'  balanc 
sheets.  So,  there  are  numerous  plans  on  Capitol  Hill  to  impos  ''  ^i 
tougher,  uniform  standards.  Large  companies  might  accej 
some  degree  of  U.  S.  oversight.  Small  ones  will  fight  the  ide 
on  the  theory  that  state  regulators  are  mo) 
malleable. 

Still,  state  regulators  are  scrambling 
tighten  up  and  prove  that  a  federal  role  won 
be  necessary.  The  National  Association  of  I 
surance  Commissioners,  the  state  regulator 
umbrella  group,  is  considering  uniform  sta 
dards.  It  might  require  that  companies  wil 
riskier  investments  amass  more  capital  as 
cushion. 

Whatever  the  approach,  there's  a  pattei  'fto 
developing.  In  1992,  safety  for  policyholdei  Buitif 
will  be  the  top  concern  of  those  who  run  ar 
regulate  the  insurance  industry.  And  that  8ii(e  t 
bound  to  be  a  drag  on  profits. 

By  Larry  Light  in  New  York,  with  Li 
Driscoll  i»  Hartford 
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SECURITIES 


WORSE  THAN  LAST  YEAR  COULD  BE  TERRIFIC 

The  securities  industry  expects  a  decent  '92,  but  it  will  be  hard  to  match  the  spectacular  '91 


B  ^ith  any  luck,  1992  will  be  better  than  decent  for  the 
'w^^K  securities  industry.  Interest  rates  are  low  right  now, 
■T^w  as  they  tend  to  he  in  election  years,  which  should 
elp  keep  the  stock  market  high.  But  favors  from  Washington 
an't  go  on  forever,  and  there's  no  guarantee  of  "two  wonder- 
ul  years  in  a  row,"  says  Thomas  A.  James,  chief  executive  of 
iaymond  James  &  Associates  Inc.  and  chairman  of  the  Securi- 
ies  Industry  Assn.  He  adds:  "This  is  going  to  be  a  good  year, 
ut  we'll  be  hard-pressed  to  match  1991." 

For  most  of  the  industry,  1991  was  spectacular.  Brokerages 
ecovered  from  a  pretax  loss  of  $160  million  in  1990  to  earn  an 
stimated  $5.3  billion  before  taxes,  just  shy  of  the  $5.5  billion 
ecord  set  in  go-go  1986.  Traders  and 
ivestment  bankers  saw  some  of  that 
eflected  in  their  yearend  bonuses, 
'hich  were  up  an  average  of  20%,  ac- 
ording  to  Street  recruiters.  Brokerage 
tocks  soared,  with  those  of  Merrill 
lynch  &  Co.  and  PaineWebber  Inc.  tri- 
ling  during  1991.  "It  was  an  easy  year 
)  make  money,"  says  Charles  Vincent, 
n  analyst  at  PNC  Financial  Corp. 

Wall  Street  can  thank  the  Federal 
Reserve  for  much  of  that  prosperity — 
nd  for  the  promise  of  more  to  come.  A 
rop  of  2.86  points  in  the  90-day  Trea- 
ary  bill  rate  and  a  2.5-point  prime  rate 
ecline  over  the  previous  12  months 
ad  the  brokerage  business  firing  on 
11  cylinders.  Thanks  to  the  shock  of 
uch  big  cuts,  investors  clamored  to 
•ade  in  their  certificates  of  deposit  for  higher-yielding  stocks, 
onds,  and  mutual  funds,  and  thus  created  commissions  and 
jes  for  retail  brokers.  Corporations  refinanced  their  high- 
iterest-rate  debt  by  issuing  new  debt  at  lower  rates,  fueling 
n  underwriting  boom.  Equity  underwriting  flourished  too,  as 
Drapanies  tapped  the  robust  stock  market.  And  securities 
rms  made  money  simply  by  marking  up  the  value  of  their 
ond  inventories,  which  suddenly  became  more  valuable  as 
iterest  rates  dropped  and  bond  prices  rose. 
LREADY  LEAN.  With  a  recovery  expected  in  the  spring,  rates 
Imost  certainly  won't  drop  as  much  this  year.  And  there  are 
gns  already  that  the  underwriting  business,  which  generated 
ig  profits  in  1991,  is  slowing  down.  Take  the  market  for  initial 
ublic  offerings,  which  was  red-hot  in  1991. 
hrough  last  Dec.  18,  some  355  companies, 
"om  Marvel  Entertainment  Group  to  Dura- 
jll  Inc.,  raised  $15.7  billion  through  new  IPOs, 
p  from  the  $4.5  billion  raised  in  1990.  Still, 
:arting  in  October,  a  weakening  stock  mar- 
at  forced  some  corporate  issuers  to  postpone 
r  withdraw  their  offerings.  Among  them 

ere  14  companies,  including  Fleet  Call  Inc. 
ad  USX/Marathon  Group,  that  had  been  plan- 
ing to  issue  $1.3  billion  in  stock,  according  to 
ecurities  Data  Co. 

Even  so,  analysts  see  at  least  an  outside 
lance  that  1992  profits  could  approach  last 
sar's.  Wall  Street  managers  are  betting  that 
nderwriting,  trading,  and  retail  brokerage 
ill  all  perform  well  this  year.  Traders  in 
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niches  such  as  mortgage-backed  securities  and  derivatives, 
which  are  esoteric  options  and  futures  contracts,  say  that 
these  instruments  are  still  in  demand.  So  after  holding  their 
retail  sales  forces  flat  for  several  years,  large  brokerage 
houses  are  hiring  again.  Shearson  Lehman  Brothers  Inc.  even 
has  restarted  its  big  broker  training  program. 

Indeed,  one  reason  last  year  was  so  good  was  the  amount  of 
retrenching  the  Street  has  done.  Firms  have  spent  the  past 
few  years  slashing  their  head  counts  and  reducing  fixed  costs. 
If  revenues  soften,  this  improvement  in  productivity  should 
insulate  the  industry  from  extremely  low  earnings.  The  big 
danger  is  that  notoriously  spendthrift  securities  firms  will 
begin  another  cycle  of  overexpansion, 
instead  of  staying  trim  and  opportunis- 
tic. "All  firms  face  the  dual  challenge 
of  keeping  costs  down  while  scratching 
their  heads  as  to  what  are  the  core 
businesses  of  tomorrow,"  says  Jean- 
Louis  Lelogeais,  a  principal  at  Booz, 
Allen  &  Hamilton  Inc. 

Defending  existing  core  businesses 
will  also  be  harder  this  year,  as  banks 
ratchet  up  the  competition.  On  the  in- 
stitutional side,  J.  P.  Morgan  &  Co.  and 
Bankers  Trust  Co.  have  become  global 
powerhouses.  In  1992,  they'll  woo 
away  more  of  the  industry's  most  lu- 
crative trading  and  underwriting  busi- 
ness. On  the  retail  side,  the  battle  for 
the  individual  investor  will  kick  into 
high  gear,  too.  Banks  are  aggressively 
marketing  investment  products  such  as  mutual  funds  to  keep 
their  customers  from  defecting  to  brokerages.  So,  brokerages 
will  have  to  improve  their  offerings  and  reputation  to  hold 
market  share. 

MORE  TARNISH?  The  biggest  unknown  hanging  over  the  indus- 
try is  the  outcome  of  Salomon  Brothers  Inc.'s  Treasury-bond- 
rigging  scandal.  This  year,  regulators  could  mete  out  punish- 
ment that  could  determine  the  firm's  future  prospects,  even  its 
survival.  Salomon's  stock  is  trading  up  25%  from  its  low  in 
August,  when  the  scandal  broke,  so  the  market  is  betting  on 
punishment  that  won't  put  it  under. 

With  investigations  by  the  Securities  &  Exchange  Commis- 
sion and  the  Justice  Dept.  still  under  way,  however,  there  is 
the  possibility  that  other  Wall  Street  firms 
will  be  tarnished  by  the  scandal.  "The  people 
at  Salomon  can't  have  been  the  only  ones 
doing  these  things,"  says  Thomas  Mitchell, 
who  runs  his  own  money-management  firm, 
Mitchell  &  Henry,  in  New  York.  "I  expect 
that  we'll  see  more  allegations  of  self-dealing 
against  the  major  brokerage  firms." 

While  the  Street  awaits  that  verdict,  it  has 
some  solace.  It  went  through  the  pain  of  cost- 
cutting  earlier  than  most  U.  S.  white-collar 
industries.  The  malaise  that  settled  over  the 
economy  in  1991  has  thus  bypassed  the  securi- 
ties industry  so  far.  And  the  Street  could  be  a 
winner  again  in  1992 — if  not  by  a  landslide 
then  at  least  by  a  respectable  margin. 

By  Leah  Nathans  Spiro  in  New  York 
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1T  WILL  BE  A  BOTTOMING-OUT  YEAR' 


The  real  estate  disaster  will  continue,  with  a  faint  bright  spot:  An  anemic  recovery  in  housing 


I 


R 


eal  estate  will  be  a  mess  again  this  year,  with  only  one 
halfway  positive  development:  There  will  be  an  anemic 
housing  recovery.  But  in  the  commercial  sector,  busi- 
ness will  be  at  least  as  bad  as  it  has  been  the  past  two  years. 
Thus,  "the  best  you  can  say  for  1992  is  that  it  will  be  a 
bottoming-out  year,"  says  James  J.  Gorman,  executive  vice- 
president  for  the  Real  Estate  Research  Corp.  in  Chicago.  "No 
recovery  will  be  in  view  until  at  least  1993  or  1994." 

Housing  will  owe  its  better  fortunes  to  the  magic  of  cheaper 
interest  rates.  The  Federal  Reserve  has  been  cutting  rates  to 
end  the  recession,  so  mortgages  are  now  at  their  lowest  point 
in  17  years:  8.4%  for  a  30-year  fixed- 
rate  loan — and  dropping.  Home  prices, 
which  rose  more  slowly  than  inflation 
in  1989  and  1990,  are  beginning  to  ral- 
ly. They  rose  about  77'  last  year,  and 
may  go  up  59!  in  1992,  says  the  Nation- 
al Association  of  Realtors.  That's  well 
below  the  torrid  appreciation  of  the 
1980s  but  may  be  enough  to  lift  the 
gloom  of  homeowners  trying  to  sell.  In 
the  Northeast  and  California,  though, 
prices  are  still  falling. 

It's  true  that  any  really  big  buying 
surge  will  wait  until  the  recession 
ends.  Buyers  are  reluctant  to  shell  out 
$102,000  for  a  new  residence — the  aver- 
age 1991  price — unless  their  jobs  are 
secure.  Overall  housing  starts,  which 
hit  a  postwar  low  of  900,000  in  1991, 
could  rise  25%  this  year,  according  to  the  National  Assueuttion 
of  Home  Builders.  By  contrast,  in  the  most  recent  recovery 
year,  1983,  starts  rebounded  by  707" — to  1.7  million  units. 
FILLING  APARTMENTS.  Still,  any  upturn  is  good  news  for  build- 
ers. Lagging  demand  for  dwellings  has  left  many  builders 
gasping.  U.  S.  Home  Corp.,  for  instance,  filed  for  Chapter  11 
bankruptcy  protection  last  April  after  slumping  sales  left  it 
unable  to  service  its  debt.  Apartment  builders  may  feel  the 
recovery  first.  Vacancies  have  dipped  from  11.5%  in  1988  to  9'/< 
now,  and  the  rate  is  still  dropping.  That's  partly  because 
home  prices  remain  too  high  for  many  people,  despite  recent 
moderation. 

No  matter  how  strong  the  recovery  in  hous- 
ing, however,  it  won't  counterbalance  the 
shock  waves  from  the  collapse  in  commercial 
real  estate.  This  year  will  be  another  disaster 
for  everything  from  construction-industry  em- 
ployment to  the  federal  budget,  which  will 
have  to  be  stretched  again  to  bail  out  banks 
hurt  by  bad  mortgage  loans.  Recession- 
wracked  lenders  are  reluctant  to  roll  over 
many  landlords'  maturing  loans.  And  tenants 
are  getting  rent  cuts  for  lease  renewals. 

The  worst  of  the  commercial  calamity  this 
year  will  again  be  in  office  buildings.  The 
national  vacancy  rate  for  downtown  space  is 
19?f ,  up  from  16.4%  in  1986.  Just  about  every 
region  of  the  country  has  a  gross  surplus. 
Manhattan,  the  nation's  largest  office  market. 


is  at  a  17%  vacancy  rate.  Los  Angeles,  long  immune  to  offic 
gluts,  has  one  now:  Its  19.2%  vacancy  rate  is  up  nearly 
points  in  just  two  years.  Lone  Star  State  boosters  are  talking 
about  a  "Texas  turnaround"  now  that  oil  prices  have  recov 
ered  from  the  mid-1980s  bust.  Translation:  A  horrible  marke 
is  becoming  merely  awful.  During  1991,  Fort  Worth's  vacanc; 
rate  eased  from  20.3%'  to  177'. 

Hotels  also  are  still  a  wasteland,  reflecting  an  overexpar 
sion  in  the  1980s.  The  current  average  60%  occupancy  rate  i: 
well  short  of  the  65%  most  hoteliers  need  to  break  even.  Roon 
rates  are  falling  in  major  cities  and  even  in  resort  town; 

such  as  Orlando.  Lender  foreclosure; 
climbed  from  $900  million  in  1990  to  $ 
billion  in  1991,  with  a  higher  figur  k| 
^  '  expected  this  year.  The  Resolution 

Trust  Corp.,  the  federal  agency  clear 
ing  up  the  S&L  debacle,  is  one  of  th 
nation's  biggest  hotel  owners,  havin 
taken  over  150  so  far  from  buste- 
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▲  MILLIONS  Of  UNITS  EST. 
DATA:  NATIONAL  ASSOCIATION  OF  HOME  BUILDERS  OF  THE  U.S. 


thi'ifts. 

LOWERED  SIGHTS.  Retail  property  wi 
be  a  mixed  bag  in  1992.  Reflecting 
huge  expansion  in  the  1980s,  there  ar 
now  18  square  feet  of  retail  spac| 
available  for  every  pei-son  in  the  U.  S 
double  the  amount  in  1975.  Still,  n 
gional  mall  building  was  based  on  be 
ter  market  research  than  office  deve 
opers  used,  so  vacancies  in  shoppin 
centers  ai"e  only  10%.  That  rate  shoul 
fall  once  the  recession  ends — unless  thei"e  is  a  shakeout 
major  department  stores,  a  possibility  resulting  from  wea| 
sales. 

On  balance,  in  short,  developers  remain  in  a  hunker-do 
mode.  That's  particularly  true  in  the  New  York  area,  whe: 
sluinps  in  publishing,  advertising,  and  financial  services  ha 
produced  the  bleakest  real  estate  outlook  since  the  mid-'70; 
For  example,  Ronald  B.  Bruder  of  Brookhill  Group,  a  Ne 
York  pi-operty  investment  firm,  is  eyeing  five  well-located  bi 
rundown  East  Side  Manhattan  buildings  whose  owner  is 
bankruptcy.  He  hopes  to  buy  now  and  later  turn  the  space  int 
condominiums.  But  "I  wouldn't  build  today,"  he  adds,  "b 
cause  the  numbers  don't  work." 

Other  developers  are  lowering  their  sight 
Tishman  Realty  &  Construction  Co.,  whic 
built  the  WoL'ld  Ti-ade  Center,  now  is  puttin 
up  a  post  office  and  a  pi-ison.  The  Milste 
family,  which  built  many  Manhattan  edifice 
is  also  putting  its  money  to  work  in  less  pre  j,  i 
tigious  ways.  Among  them:  the  acquisition 
Douglas  Elliman-Gibbons  &  Ives,  which  ma 
ages  existing  luxury  apartment  buildings 

Of  course,  slow  construction  now  meat 
that  inventories  of  both  homes  and  comm- 
cial  properties  will  fall.  So  demand  eventual 
will  absorb  supply.  That  hope  will  have 
sustain  real  estate  people  through  what  pror 
ises  to  be  another  tough  year. 

By  Larry  Light  in  New  Yo 
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INDUSTRY  OUTLi 


>/o,  solid  numbers.  And  management'.'  "But. 


"Technology's  about  to  kill  their  market'.'  "Whoa!" 


"In  two  years,  they'd  be  better  off  selling  leisure  suits'. 


Where  do  you  keep  your  crystal  ball,  anyway?" 


The  answer  is  in  Dialog. 


)nnation— complete,  precise,  up- 
the  minute.  It's  your  most  powerful 
;iness  tool.  Find  exactly  what  you 
d  to  know  fast  in  Dialog*  the  world's 
t  and  largest  electronic  library.  We 
?r  over  400  diverse,  detailed  data- 
es  readily  accessible  online  via 
nputer  and  modem,  many  even 


on  compact  disc.  You  probably  won't 
have  to  look  anywhere  else.  See  your 
Information  Specialist  about  Dialog. 
Or  call  for  a  free  kit  on  Dialog  infor- 
mation for  your  industry. 


1-800-3-DIALOG 


Outside  US-.  415-858-3785-  Fax  ■^i5-858-7069. 


Dialog  Business  Tools:  For  markeUng, 
finance,  manufacturing,  and  manage- 
ment. Full-text  industry  reports,  financial 
tables,  worldwide  company  data,  market 
data, patents  and  trademarks,  techni- 
cal articles,  current  news.  From  D&'B, 
S&CP,  Reuters,  Teikoku,  McGraw-Hill, 
Knight-Ridder,  and  many  other  sources, 
many  updated  daily,  even  continuously. 


DIALOG  INFORMATION  SERVICES,  INC. 

A  KNIGHT-RIDDER  COMPANY 

91  Dialog  Information  Services,  Inc  ,  3460  Hillview  Avenue,  Palo  Alto,  California  ^4304  All  nghts  reserved  DIALOG  li  a  servicemark  ol  Dialog  Information  Services,  !nc  ,  Registered  U  S  Patent  and  Trademark  Office 


Life  is  unpredictable. 
Thankfully  the  Accord  is 

Will  the  stock  market  make  a  meteoric  rise?  Will 
bell-bottom  pants  make  a  comeback?  Does  the  guy 
driving  next  to  you  know  what  lies  doing? 

Maybe. 

At  Honda,  we  concentrate  on  the  third  question. 
Which  is  why  the  Accord  is  a  safe  car  to  drive. 

Settle  in  behind  the  wheel  of  the  Accord  and  the 
first  safety  feaaire  will  be  right  in  front  of  you.  The 
drivers  side  airbag  Supplemental  Restraint  System 
(SRS).  Its  standard  on  all  1992  Accords. 

"lake  to  the  highway  and  there's  a  direct  line  of 
communication  between  you  and  the  road,  thanks  to 
the  4-wheel  double  wishbone  suspension.  The  result 
is  extraordinary  handling  and  control. 

And,  if  life  should  toss  you  an  unexpected  mrn  in 
your  Accord  EX,  underfoot  are  anti-lock  brakes:  one 
of  the  safest,  most  effective  ways  to  stop  a  car.  In 
panic  simations,  even  under  adverse  conditions,  they 
help  prevent  the  wheels  from  locking  up. 

We  could  go  on.  Tlie  Accords  safety  feaaires  are 
numerous.  Rest  assured,  all  are  designed  to  give  you 
peace  of  mind  as  you  travel  through  life. 

Which  means  that  whatever  tomorrow  may  bring, 
youVe  prepared  in  an  Accord.  A  soothing  fact  that  we 
know  you  11  be  thankful  for.  !]□□□□□ 
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■  OUGH  TIMES  can't  STOP 

the  engine  of  excellence. 
In  these  pages,  you'll  find 
that  economic  adversity 
can  bring  out  the  best  in 
people  and  products  in  a 
surprising  number  of 
ways:  A  savvy  retailer 
who  sells  value,  not  glitz. 
A  CFO  who  uses  produc- 
tivity to  generate  earn- 
ings. A  Detroit  engine 
maker  who  grabs  mar- 
ket share  and  boosts 
profits.  An  entrepreneur 
who  launched  his  fourth 
successful  startup,  bat- 
tling the  big  boys.  A  bril- 
liant palmtop  computer. 
A  Caddy  that  can  com- 
pete with  the  world's 
best.  A  ski  glove  de- 


NEW  PRODUCTS 

B 

PRODUCT  DESiaK 

B 

MANAaERS 

B 

ENTREPRENEURS 

B 

PUBLIC  SERVICE 

B 

SCIENTIFIC 
INNOVATION 

B 

ADVERTISING 


signed  like  a  hand.  The 
perfect  car  seat  for 
baby's  safety.  An  ency- 
clopedia on  a  CD.  Gene 
therapy  for  cancer.  Photo 
images  of  our  emotions. 
A  red-hot  muscle  car. 
The  employees  of  a  tele- 
communications company 
volunteering  to  end  the 
isolation  of  acute-care 
children.  A  magical  look 
at  Venus.  A  captivating 
series  of  print  ads. 

These  are  just  some  of 
the  special  achievements 

for  1991.  BUSINESS  WEEK 
asked  its  editors  to  nom- 
inate the  year's  out- 
standing performers.  The 
results  are  an  exciting 
display  of  winners. 
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NEW  PRODUCTS 


It's  pricey  at  $795,  but 
Compton's  MultiMedia 
Encyclopedia  CD-ROM 
holds  a  26-volume  set  of 
books,  complete  with 


r  THE  CD  THAT  HAS  IT  ALL 


sound  and  animation. 
Developed  by 
Encyclopaedia  Britannica, 
it  works  on  IBM  PCs  and 
compatibles. 


r  CADILLAC'S  CADn^LAC 

This  is  the  Caddy  that        Japanese  and  German 


"his  is  the  Caddy  that 
America  has  been 
waiting  for.  The  Cadillac 
Seville  Touring  Sedan  is  a 
true  competitor  against 


luxury  models.  Tasteful  in 
its  styhng,  with  tight 
handling,  the  STS  is  base- 
priced  at  $37,975. 


CEREDASE 

5  mL 

CODcentration: 

80  U/mL 

For 

Intravenous 
Infusion  only. 

a«iuyme  Corporit 


«Ou/mL 

*or  ir.tra venous 


C  TOPS  IN  PALMTOPS 

Spreadsheet  junkies  are 
gaga  over  Hewlett- 
Packard's  11-ounce 
palmtop  computer.  The 
$699  95LX  comes  with 
Lotus  1-2-3  built  right  in. 


ENHANCER 

Ceredase  is  the  first 
drug  that  can  stop 
reverse  Gaucher's 
disease,  a  rare  disordt 
caused  by  a  genetic 
mutation  that  leaves  t 
body  without  a  key 
enzjine.  Developed  b; 
Genzyme  in  Cambrid; 
Mass. 


S 


I 


making  it  easy  to  ma; 
numbers  on  the  road, 
computer  will  soon  be 
upgraded  to  receive  p 
messages  and  other  n 
tidbits  via  paging  ser 
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>OWNSIZZID 
OKIES 

ini-Oreos  are  the 

latest  wrinkle  in  old- 
lioned  cookies 
ackaged  as  handy 
;k  foods.  Rolled  out 
fUR  Nabisco  last 
imer  in  the  Midwest 

Southwest,  the 
iature  version  of  baby 
mers'  favorite 
dhood  cookie  is  flying 
.he  shelves.  The  bite- 

Oreos  join  fast- 
ng  Ritz  Bits  and  Ritz 
ese  and  Peanut 
ter  Sandwiches. 


0 


R  READ  MY  PRINTING 


Tandy  makes  the  perfect 
PC  for  people  who  hate 
to  type.  Its  GridPad 
computer  comes  with  a 
touch-sensitive  screen  and 


an  electronic  pen,  so  it  can 
recognize  hand-printed 
block  letters.  The  newest 
model  can  even  transmit 
data  over  radio  airwaves. 


B  THE  FORKLIFT  RISES 


Warehouses  are  often 
dangerous,  dirty 
places,  but  the  new 
electric  FC  Four-Wheel 
Counter-Balanced  Sit- 
down  forklift  by  Crown 


Equipment  helps  change 
that.  The  driver  has  wide 
visibility  and  smooth 
access  to  controls.  The 
truck  is  easy  to  service 
and  safe  to  operate. 

r  YOU  ARE  HERE 

American  troops  used 
the  Trimpak  Global 
Positioning  System  to 
find  their  way  in  the 
desert  during  the  gulf 
war.  Made  by  Trimble 
Navigation  in  Sunnyvale, 
Calif.,  the  navigational 
device  is  also  great  for 
hikers  and  firefighters. 
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B  KEEPINC  YOUR 
BABY  SAFE 

Anyone  who  has  struggled 
with  child  seats  in  a 
cai*— and  what  parent 
hasn't?— knows  why  this  is 
a  teiTific  idea.  Flip  down 
the  l)ack  of  a  car  seat  in  the 
second  row  of  Chryslei-'s 
minivans,  and  voildl  You 
have  a  child  seat.  Available 
at  $200  per  pair. 


n  VIPER  MANIA 

It's  a  snorting  brute  right 
out  of  Motown's  muscle- 
car  tradition.  The  Dodge 
Viper  blasts  to  60  mph  in 
4.5  seconds.  The  throaty 
roar  of  its  400-horsepower, 
V-10  engine  resonates  in 
the  pit  of  your  .stomach. 


And  its  long,  low,  muscle- 
bound  good  looks  draw 
stares  aplenty.  Chrysler 
developed  it  in  a  short 
three  years— matching  the 
speed  of  Honda  and  Toyota. 
Its  price  tag  nms  about 
$50,000. 
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r  TOPIARY  HAND 
TOOL 

The  Woodzig  Power 
Pruner  domesticates  the 
chain  saw  and  transforms 
it  into  an  easy-to-use  hand 
tool  for  the  garden.  The 
Woodzig  is  specifically 
designed  to  be  lightweight 
and  compact  for  women 
and  older  folks. 
Instructions  are  color 
coded,  and  a  pole-mounted 
version  reaches  top  tree 
branches. 


B  LIGHT  BATS  FOR  KIDS 


Ultralight  bats  are 
making  Mickey  Mantles 
out  of  ail  of  oui-  kids.  Speed 
is  what  sends  a  ball  flying, 
and  the  lighter  the  bat,  the 


faster  the  swing.  Eastern 
Sports'  new  B90U 
aluminum-alloy  bat  retails 
for  $130.  A  34-inch  bat 
weighs  just  30  ounces. 


n  TERRIFIC 
TREKS 

Tired  of  beachcombing  or 
Club  Med's  obligatory 
hedonism?  Try 
photographing  dolphins  off 
Florida,  studying  Thai 
architectiore,  paddling  up 
the  Amazon,  or  sifting 
through  the  remains  of 
lost  civilizations. 
Ecovacations  from  the 
Sierra  Club  or  Earthwatch 
in  Watertown,  Mass.,  cost 
an  average  of  $1,500  for 
two  weeks. 


B  POWERBOOK 

PCs 

Better  late  than  never. 
With  the  introduction 
of  its  PowerBook 
computers,  Apple 
Computer  may  have  been 
one  of  the  last  major  PC 
companies  to  get  into  the 
laptop  market,  but  its 
customers  don't  mind.  The 
three  PowerBooks,  costing 
between  $2,299  and 
$4,599,  are  in  hot  demand 
and  short  supply  across 
the  U.  S. 


OF  1991 


BUSINESSWEEK/JANUARY  13,  1992  127 


PRODUCT 
DESIGN 


E  Gimmn  shelter 

At  $750,  it's  pricey.  But 
the  "Big  Dipper"  tent 
l)y  Moss  Inc.  in  Camden, 
Me.,  uses  simple 
geometry  to  provide  56 
square  feet  of  space  for 
up  to  five  sleepers. 
Supported  by  equal 
length  poles,  the 
tents  are 


easy  to  pitch— and  don't 
require  stakes.  Lighter, 
at  12  pounds,  4  ounces, 
they're  also  50%  stronger 
than  conventional  models. 


B  VIXJG  ikND  PLAY* 

It's  small,  modular, 
flexible,  and  easy  to 
use— the  new  DEC 
networking  system. 


Designed  in-house,  the 
low-end  set  of  computer- 
network  products  can  be 
used  by  startups  as  well 
as  multinational 
giants.  "Plug  and 
play"  design  allows 
for  assembly  without 
messy  cables.  An 
8-port  server  can 
be  stacked  to 
accommodate  dozens 
of  computers. 


r:  WARM  HANDS, 
aREAT  GRIP 

It's  so  flexible  the 
Army  wants  it  for 
U.  S.  troops  in 
Northern  Eui'ope.  The 
Flexor  cold-weather  ski 
glove  provides  terrific 
dexterity.  Improved 
ergonomics  halves 
the  energy 
needed  to  grip  a 
ski  pole— or  a 
rifle.  Designed 
by  Dixie 
Rinehait, 
who  created 
the  NASA 
space  suit 
gloves,  for 
Swany  USA.  Models 
range  from  $75  to  $125. 


B  GRINDING 
IT  OUT 

The  cyclone  grinder  is 
proof  that  customer- 
driven  design  and  speed- 
to-market  are  twin 
ingi'edients  of  commercial 
success.  Development 
time  was  cut  from  S^A 
years  to  12  months,  cost 
reductions  improved 
margins  by  200%,  and 
market  shai-e  tripled. 
Group  Four  Design  of 
Avon,  Conn.,  redesigned 
an  old  standby  for 
IngersoU-Rand. 
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anyone's«fe|tms  confident 
in  font  of  a  crowd; 


It  was  the  '32  World  Series.  With  the  Cubs 
riding  him  unmerciMy  from  the  bench,  Babe 

Ruth  pointed 


♦ Click  here  to  type 
.  *   page  title 


•  ulcklUTela 
lypcbullclnl 
text 


Expect  your  tied 
presentation  ta  be  a  big 
hit.  It's  so  easy  to  use. 
Just  .select  the  look,  fill  in  the  blanks  with  te.rt  and 
graphics.  And  you  're  ready  to  go  in  a  matter  of  minutes. 

to  centerfield,  then  promptly  hit  the  next 
pitch  where  no  ball  had  been  hit  before. 

Well,  now  you  can  handle  your  next 
pitch  with  the  same  confidence,  thanks  to 


Freelance  Graphics™  for  Windows®  The  only 
presentation  program  with  SmartMasters™ 
that  automatically  manages  the  design  and 
layout  for  you.  Plus,  Smart  Features  like  the 
Outliner,  Graph  Gallery,  and  over  500  full- 
color  symbols  make  the  process  even  easier 

So  let  Freelance  Graphics  for  Windows— 
your  presentation  partner— guar-antee  your 
success  from  start  to  finish.  Who  knows, 
the  next  pitch  you  handle  could  be  your 
most  memorable  one,  too. 

To  learn  more  about  Freelance  Graphics 
for  Windows,  visit  your 
Lotus  Authorized  Reseller 
today  For  a  fi"ee  auto  demo  ■  ■ 
or  to  upgrade,  please  '  ^ 

call*  1-800-872-3387, 
ext.  6395. 


Freelance  Graphics  for  Windows 


FtedanceGrapliiis 


'111  Canada,  picasi'  I'all  l-Sdll-fitiX-irill))  ©  1991  Lotus  Dcveliipnii'iil  Giirpiirulirai,  All  rights  reserved  Freelaiiee  Grapliies  and 
SmartMasters  are  trademarks  iif  Lntus  Dovelopiiient  Cnrpdration-  Windows  is  a  registered  trademark  of  Mierosofl  Corporatnm  ©  1992  The  Kamily  nf  Bahe  Ruth  and 
the  Babe  Ruth  Baseball  League.  liK  .  by  Curtis  Management  Group,  Indpls.  IN. 
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MANAGERS 


n  SCENT  OF  SUCCESS 

The  $20  l)illion  cosmetics 
industry  has  been 
recession-proof  in  the  past. 
Not  so  this  time.  Robin 
Burns,  the  39-year-old 
president  of  privately  held 


Estee  Lauder,  tm"ned  to 
innovative  marketing  by 
testing  out  mini  "stores 
within  stores"  and  attaching 
videos  of  SpellBound 
perfume  in  Elle  magazine. 


r  PRUDENCE  PAYS  OFF 


Wlien  many  insiu'ers 
were  scooping  up  junk 
bonds  and  real  estate  in  the 
'80s,  Donald  Frahm,  CEO  of 

Hartford  Insurance 
Group,  steered  clear.  Back 


then,  he  was  criticized! 
too  conservative— but 
more.  While  many  riv^ 
lost  money  in  1991, 
Hartford  turned  in  str| 
profits. 


B  BANC-UP  BROKER 

Retail  brokerage  is  one 
of  the  few  industries 
to  shine  in  1991  Philip 
Purcell,  chaiiTTian  of  Dean 
Witter  Financial  Services 
Group,  cashed  in  on  the 


record-breaking  Dow. 
Purcell  also  took  pai'ent 
Sears  Roebuck's  Discover 
Card     new  heights, 
returning  21%  on  equity 
in  1991. 
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MARKETINC 
3MPH 

ichael  Dell,  the  26- 
year-old  wunderkind 
the  computer  world, 
d  a  spectacular  year 
Uing  IBM  clones  through 
e  mail  and  othei'  direct- 
irket  avenues.  Dell 
mputer  Corp.  ranked 
>.  1  in  J.  D.  Power  & 
■sociates'  first-ever  PC 
stomer-satisfaction 
rvey.  Dell  keeps 
ry  close  to  his 
5tomers,  relying  on 
jir  marketing  input. 


r\  GE  wmz 

Dennis  Dammerman  is 
reshaping  the  role  of 
(  Fo.  As  Jack  Welch's 
right-hand  man  at 
General  Electric,  he  is  as 
likely  to  be  found  on  the 
factory  floor  as  in  the 
controller's  office.  The  46- 
year-old,  no-nonsense 
Dammerman,  who  grew 
up  on  a  farm  in  Iowa, 
staunchly  maintains  that 
a  CFO's  job  is  more  than 
bean-counting.  He 
believes  that  benchmarks 
on  quality,  customer 
relations,  and  speed  to 
market  are  as  important 
as  any  accounting 
statistic.  Dammerman  is 
also  a  key  player  in  ge's 
Work-Out  program,  a 
series  of  meetings 
between  workers, 
managers,  and  executives 
to  improve  operations 
and  cut  bureaucracy. 
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F  GIGABUCKS  GATES 

Foi-  Bill  Gates,  it  was  a 
stupendous  year,  thanks 
to  Windows  3.0.  As  hard 
times  socked  much  of  the  PC 
industry,  Microsoft's  revenue 
rose  56%,  net  income 
jumped  66%,  and  the  stock 
hit  $100  a  share,  making  the 
36-year-old  CEO  worth  $4 
billion.  Gates's  reputation  as 
an  aggressive  competitor 
earned  him  respect— and  a 
call  from  the  FTC. 
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El  GAINS  AT  THE  GAP 

Millard  "Mickey" 
Drexler's  tight  focus  on 
style,  value,  and  hip 
advertising  made  The  Gap 
one  of  the  few  retailing 
stars  in  a  threadbare 


industry.  Its  smart,  simple 
styles  and  reasonable  prices 
were  tailor-made  for 
consumers  in  a  "give  me 
value"  mood.  The  Gap  chain 
added  123  stores  in  1991. 


E  . . .  A  IJINDER  BE 

In  a  year  when  banking 
was  squeezed  for  profits, 
John  McCoy's  Banc  One 
perfonned  well— for  the 
23rd  year  in  a  row.  McCoy 
avoided  banking's  real 
estate  and  LBO  headaches 
and  Banc  One  posted  an 
11.6%  increase  in  loan 
growth  in  the  first  three 
quarters  of  1991,  led  by 
credit  cards  and  home 
equity  and  mortgage  loans. 
McCoy  boosted  capital  by 
$500  million  and  picked  up 
banks  and  S&Ls. 


di 


r  RHINESTONE 
FLITBOY 

In  an  indiistry 
pummeled  by  the  gulf 
war  and  the  recession, 
Herbert  Kelleher  has 
kept  Southwest  Au-lines 
flying  high.  One  of  the 
few  carriers  to  post  a 
1991  profit,  Southwest 
is  the  leading  no-frills, 
short-haul,  low-fare 
airline.  Flexible  work 
rules  and  a  generous 
profit-sharing  plan  help 
keep  productivity  high. 
So  do  the  high  jinks  of 
(  EO  Kelleher  himself, 
who  has  been  known  to 
dress  up  as  Elvis. 


DRTVIN'  DIESEL 
AN 

etroit  had  one  of  its 

worst  years  in  1991, 
t  not  Detroit  Diesel  and 

owner,  Roger  Penske. 
hen  he  bought  the 
mpany  from  GM  in  1987, 

share  of  the  U.  S. 
irket  for  heavy-tnick 
^nes  had  fallen  to  3.2%. 

the  end  of  last  year,  it 
IS  back  up  to  23%. 
nske's  secret?  Get  back 
basics.  Talk  to  your 
iployees,  and  shai'e  the 
jfits  with  them.  That 
proves  quality.  Speed 

delivery  of  parts  so 
3y  arrive  in  days,  not 

eks.  Above  all,  keep 
se  to  your  customers, 
nske  calls  on  them 
quently. 
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ENTREPRENEURS 


B  COMPANY  MAN 

John  D.  "Jack"  Goeken, 
61,  is  the  phone  world's 
most  prolific  entre- 
preneur. In  his  early  30s, 
he  founded  MCI  Commun- 
ications. Then,  he  started 
the  FTD  floral  network. 
Next,  he  began  Airfone, 
which  provides  phone 


service  to  airline 
passengers.  In  1986,  GTE 
bought  him  out.  Now, 
Goeken  is  setting  up  a 
rival  to  GTE,  In-Flight 
Phone  Corp.,  which  offers 
state-of-the-art  digital 
phone,  fax,  and  shopping 
services  in  airplanes. 


r  HOLD  THE 
TORTS 

Rick  Rosenfield  and 
Larry  Flax,  co-owners 
of  Califoi'nia  Pizza 
Kitchens,  are  two 
Beverly  Hills  attorneys 
who  gave  u]j  their  white- 
collar  criminal  defense 
practice  to  bake  designer 
pizzas.  There  are  now  23 
restaurants  churning  out 
barbecued-chicken  pizzas 
and  trendy  pastas.  By 
catering  to  the  niche 
between  cutthroat  fast- 
food  and  pricey  white- 
tablecloth  joints,  the 
restaurnteurs  raked  in 
about  $55  million  in 
revenues  in  1991.      '  : 


E 


r  cix>Ni:  KiNC 

ven  as  IBM,  Apple,  and 
Compaq  scramble  to 
reverse  slowing  PC  sales, 
Gateway  2000's  Ted 
Waitt  is  defying  gravity. 
Sales  at  his  mail-order 
computer  company, 
which  peddles  IBM  clones, 
more  than  doubled  in 
1991,  to  roughly  $600 
million.  Tlie  29-year-old 
Waitt,  who  uses 
Holstein-spotted  boxes, 
sold  more  PCs  by  mail 
than  even  mail-order 
pioneer  Dell  Computer. 
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PUBLIC 
SERVICE 


r  NIPPERS'  NETWORK 


Kids  undergoing  bone- 
marrow  transplants 
must  be  isolated  in  sterile 
rooms  for  up  to  two 
months  to  prevent 
infection.  Vohniteers  at 
GTE  Laboratories  in 
Waltham,  Mass.,  started 
the  KidBits  project  to 


help.  They  developed  a 
computer  system  for 
Boston's  Children's 
Hospital  that  allows 
chronic  and  acute  care 
kids  to  play  games,  create 
artwork,  or  simply 
communicate  with  friends 
via  computer. 


UP  AGAINST 
THE  ISABEL 

David  A.  Kessler  is 
revamping  the 
beleaguered  Food  & 
Drug  Administration. 
The  new  commissioner  is 
cracking  down  on 
regiilation  violators  by 
seizing  misleadingly 
labeled  orange  juice  and 
wiping  "no  cholesterol" 
labels  off  cooking  oil. 
Even  more  important, 
Kessler  is  speeding  up 
drug  approvals  for  such 
diseases  as  aids, 
Alzheimer's,  and  cancer. 


r  EARTH-SAFE  SOFAS 

Herman  Miller  is  Virtually  everything 

making  environmental    that's  recyclable  gets 
activism  part  of  the  recycled.  Bill  Foley, 

furniture  maker's  fabric.      Miller's  office-furniture 


research  manager,  has 
even  banned  the  use  of 
endangered  tropical 
hardwoods. 
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rj  SCREEN  GEMS 

In  the  white-hot  race  to 
develop  bigger,  brighter 
displays  for  computers,  the 
most  exciting  news  comes 
from  Canon.  Building  on 
French  research,  Canon 
fashioned  15-inch  screens 
from  exotic  materials 
known  as  ferroelectric 
liquid  crystals.  The  image 
(luality  rivals  the  best 
LCDs  from  industry  leaders 
Sharp,  Hitachi,  and  NEC. 
By  1995,  Canon  predicts, 
its  screens  could  blossom 
into  a  $2.3  billion  market. 


B  VENUS  LAID  BARE 

Orbiting  high  above 
Venus,  NASA's  Magellan 
space  prote  sent  back 
stunning  images  of  the 
mystery  planet's  surface. 
The  craft's  cloud-piercing 
radar  "eye"  spotted 


volcanoes  and  fresh  lava 
flows— evidence  of  active 
geologic  timnilt  far  more 
recent  than  scientists  had 
imagined.  The  striking 
pictui'es  offered  hints  of  the 
earth's  own  origins. 
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r  SUPER  DOMES 

Molecules  of  carljon 
shaped  like  a 
futLU'istic  sphere,  bucky- 
balls  are  turning  out  to  be 
a  scientific  gold  mine. 
Researchers  have 
discovered  that  the 
intriguing  substance  can 
act  as  a  superconductor,  a 
potent  catalyst,  or  a  tool 
for  making  films  of 
diamond.  Now  comes  the 
hard  part— commercializing 
the  discovery. 


n  MEAN  AND 
GREEN 

Honda's  lean-bm-ning 
engine  sets  a  new 
standard  for 
enviromnentally  coiTect 
autos.  The  green  machine 
guzzles  less  fuel  at  lower 
temperatures,  emitting 
fewer  nasty  oxides  of 
nitrogen.  And  when 
dropped  into  a  redesigned 
Civic  hatchback,  it  lioosts 
mileage  55%,  to  48  mpg  in 
town,  55  on  the  highway— 
without  wimping  out  on 
hills.  Honda  scored  in  the 
Civic  vx  by  adapting 
technology  fi'om  the  high- 
powered  NSX  and  Fonnula 
1  engines. 


PI  GENE  GENIES 

Dr.  Steven  Rosenberg  is 
ushering  in  a  new  age 
of  genetics.  In  1991,  he 
helped  identify  scores  of 
genes  and  developed  ways 
to  deliver  correct  copies  of 
faulty  genes  to  disease 


victims.  At  the  National 
Institutes  of  Health, 
Rosenberg  is  now  slipping 
new  genes  into  skin  cancer 
patients,  hoping  to 
vaccinate  them  against 
spreading  tumors. 


OF  1991 


BUSINESSWEEK/JANUARY  13,  1992  137 


I 


Attention  All  dBASE 
Useis:Y)irVVindov\^ 
Ha\^Arri\M 


Introducing  new  dBFast.™ 

The  first  and  only  dBASE™  com- 
patible database  and  dBASE/X-Base 
language  for  Windows.  It's  the 
fastest,  smartest  and  easiest  way  for 
millions  of  users  and  developers  to 
join  the  Windows  revolution. 


dBFast 


dBFasc  helps joti  create  powerful 
graphical  database  applications  quickly  and 
easily  with  pull-down  menus,  check  boxes, 
radio  buttons  and  e\'en  bitmap  images. 


!d                            t  OLon:. 

1 

a^p  1 

EBSn    -  '  '  1 
ti'i'Ht:  1 

'ob         FONT  10  ABCabc 

FONT  1 1  ABCabc 

1 

r  ■  a; 
roi.Tft  - 

FOMI  /M 

rONT  B  A 
FONT  1 

DN  I  15  ABCabc 

The  Complete  dBASE 
Compatible  System 

For  Microsoft  Windows 

jnssoams 


Bee 

Demo  Disk 


in 


Your  applications  will  really  come  to  life 
with  multiple  colors  and  fonts. 

Graphical,  colorful  dBFast  will 
bring  new  life  to  all  of  your  existing 
dBASE  programs. 

Liven  them  up  with  multiple, 
movable  windows,  pull-down 
menus,  check  boxes,  dialog 
boxes,  radio  buttons,  push 
buttons  and  bitmap  pictures. 

dBFast  also  helps  you  cre- 
ate new  dBASE  programs  quickly  and 

easily  Unlike  other  Windows  develop-     Windows  applications. 

©  1991  Computer  Associates  International,  Inc.,  711  Stewart  Avenue.  Garden  City,  NY  11530-4787  All  trade  names  referenced  are  tr,-idemarks  or  registered  trademarks  of  their  respective  companie 
dBASE  is  a  registered  trademark  of  Ashton-Tate  Corporation, 


ment  systems  that 
force  you  to  learn  a 
new  language,  dBFast 
allows  dBASE,  Fox  and 
Clipper  developers  to 
use  the  language  they 
already  know  with  more  than  200 
extensions  and  an  interactive  editor, 
compiler  and  linker. 

And  full  industry  standard  DDE 
and  DLL  protocols  allow  your  pro- 
grams to  communicate  with  other 


So  call  1-800-645-3003  and  we'll 
rush  you  a  free  Demo  Disk. 
Call  right  now. 

After  all,    ^  ^ 
haven  t  you  (mOMPUTBR 
waitedlong  /{SSOQATES 

enOUgn  l  Software  superior  by  design. 


i 
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ADVERTISINO 


E  IN  THE  MIND'S  EYE 


N 


0  photographs,  in  an 
ad  for  a  camera 
maker?  Sounds  odd,  but  it 
worked  brilliantly  in  a 
print  campaign  for  Nikon. 
Scali,  McCabe, 


Sloves  created  ads  that 
feature  four  inky-black 
squares.  Copy  lines  inform 
readers  that  they're 
missing  some 
memorable  images. 
Example:  "An 
American  President 
Ufting  his  pet 
beagle  up  by  its 
1 1  ears."  The  slogan 
\\  says:  "If  you  can 
^\  picture  it  in  your 
head,  it  was 
probably  taken 
with  a  Nikon." 


^^^^^ 


E  "TOOK  A 
LICKING...' 

Timex  gives  new  vigor- 
to  its  time-honed 
slogan  by  showcasing 
real-life  survivors.  Each 
of  the  watchmaker's 
13  subjects  has  "kept 
on  ticking."  One  is  a 
121-year-old  man  who 
survived  the  World 
War  I  trenches.  Another 
is  a  terrier  who  dug 
himself  out  after  being 
buried  alive  by  mistake. 
A  third  is  a  woman  who 
survived  a  near-fatal  hit 
by  a  bowling  ball 
plummeting  three 
stories.  Ad  agency  Fallon 
McEUigott  photographed 
them  all  in  an  arresting 
head-on  style. 


Q  A  COLA-WAR 
HIT?  UH-HUH 

Ray  Charles  belted  out 
"You've  Got  the  Right 
Dne,  Baby,  Uh-huh"  on 
:he  Super  Bowl  telecast. 
By  halftime,  he  and  his 
backup  singers  had 
ibeady  given  Diet  Pepsi 
i  winner.  Why  else  was 
General  Norman 
Schwarzkopf  sipping  it  at 
;he  peace  talks  after  the 
rali  war?  Agency:  BBDO 
A'brldwide. 


:paiii6 
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Corporate  Gifts 


100%  Cotton/ Your  Logo!  — 
Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  ot  time!  Free  shipping  tor  international  orders.  For  a  price  list  and 
catalogue  please  call:  1-800-847-4478 
Fax  1-718-782-4614 

The  Queensboro  Shirt  Company 

DeptBW21,  119N  1 1th  St.,  Greenpoint,  NY  11211 


Corporate  Gifts 


Timely 
Reminder 

special  Promotional  Offer— $19.50 

Send  us  your  color  logo  (stationery  or 
business  card).  We'll  reproduce  it  on 
this  deluxe  quartz  watch.  Limit:  3  per 
customer  at  $19.50^61  watch  (plus  sales 
tax  CA  only). 

GREAT  AMERICAN  IMAGES 

One  Waters  Park  Drive,  Suite  21 3-BW 
San  Mateo,  CA  94403  (415)  358-0800 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS... 
EVERYDA  YLOW  PRICES  ON. . 


CHOOSE  FROM 
HUNDREDS  OF  ITEMS. 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


Health/Fitiess 


IS 


SI 


Engineered  lor 
customised  orthopedic 
support  to  prevent 
and  relieve  back  pain 


■  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


BackSaver 

53  Jcfhcy  Am.,  Dept.  BWE.  HoUistan.  MA  01746 


IH 

Get  an  incredible 
full-body  workout 
from  a  portable 
gym. 

"Gym  in  a  briefcase 
IS  Jitness  to  go" 

USA  TODAY 

FREE  INFO 
1-800-553-6633 

LIFELINE 
1421  S  PARK  ST 
MADISON.  Wl  53715 

Made  in  !he  USA 


Business  Opportunities 


r 


PERSONALIZED 
BOOKS 


Make  money  from  home  with  your 
computer. . .  Start  part-time  with 
potential  earnings  of  $5,000 
or  more  per  month ,  ,  print 
personalized  children's  books 


1 


DEALERSHIPS  AVAILABLE 
Only  $1499 


Best  Personalized  Books 


L3107  Chapel  Downs  Drive  ■ 
Dallas,  TX  75229   .   (214)  357-6800  I 


PERSONALIZED  CHILDREN'S  BOOKS 


Turn  a  small  Investment  into  thai 
profitable  lull  or  part  time  business  you 
have  always  dreamed  about! 

An  excellent  home  operated  business' 
Books  sell  fast  m  stores'  At  lairs'  Parties! 
Malls'  Or  mail  order  anywhere  there  are 
people  It's  easy  to  make  $4000  to  $8000 
per  month  making  and  selling  our  excit- 
ing line  of  personalized  books  (lor  chil- 
dren &  grown-ups)  Personalized  audio 
tapes  and  slalionery  available  also 
CALL  TODAY!  (214)  353-9999 

D&K  ENTERPRISES,  INC. 

My  Very  Own  Books 

2953  Ladybird  Lane,  Sle  21 

Dallas,  Texas  76220 


Business  Software 


Stockroom  Inventory  & 
Purchasing  Software 

For  inventory  which  is 
Issued  ,  ,  not  sold. 
For  free  demo  (US  DOS),  call 
Fogle  Computing  800-845-7594 


Computers /Office  Equipment 


iiffmflRYmfiC 


NDUSTRIESINC 


Our  1 5th  year  of  DISCOUNTS 

TANDY®  COMPUTERS 

Toll  Free  800-231-3680 

2251 1  Kaly  Fwy  Kaly  (Houston)  TX  77450 
1-71 3-392-0747  Fax  (7 1 3)  574-4567 


Collectibles 


JAPANESE  SWORDS  WANTED 


WE  WILL  PAY  JAPANESE  PRICES! 
TAIKEIDO  USA 

23441  GOLDEN  SPRINGS 
DIAI^ONDBAR,CA  91765 
CALL  FOR  FREE  EVALUATION 
(714)  860-5137  •  1-800-747-3242 


Office /Computer  Supplies 


PC  Power  to  go  with  Lotus®1-2-3 


Created  in  collaboration  with  Lotus 
Development  Corporation  Lets  you  do 
spreadsheets,  edit  memos,  access 
phone  numbers  and  addresses,  and 
make  schedules  Exchange  inlormation 
with  your  desktop  PC  using  the  optional 
connectivity  padi.  Runs  1  to  2  months 
on  2  AA  t)attenes  Measures  6.3" x  3-4" 

X  t"ClOSed.  Lotus-  snai  2  7  atoUS  regisieisd 
fifi  Deveicpmeo!  Corp 


TAot  HEWLETT 

HP95LX 

$473199 

-fshippiitg 


America's  Lowest  Priced  Office  Supplies  Direct  To  You' 

^niOIJilSAIJs  Call  now  for  a  fret-  catalog. 


1-800-962-9162 

Ad  Code  0085 


Education/Instruction 


0 


Executit/e 
Education 

for  the 
Pacific  Centurii 

Asia/Pacific  Business  Outlook  199 

March  16-18,  1992 

Pacific  Rim  Management  Program;  B 

June  1992 


IBEAR  MBA  Program 

August  1992-July  1993 


University  of  Southern  Califorr 

(213)  740-7132  FAX  (213)  740-755 


Major  British  University  offers 

International  MB/f. 

entirely  through  horr.a  study, 
No  Bachelors  required  Recognized  by  US  De( 
of  Education.  Onginally  founded  1820.  Unc 
$6,000,  Alice  Edwards,  Henol-Watt  Unlvf 
sity,  (U.S.  Agency),  1780  Shattuck  Ave.,  Bert 
ley  CA  94709,  toll-free  (800)  fulBA-0707  or  ^ 
(51 0)841 -8711.  Thank  you.  

'ic 

i 


COLLEGE  DEGREll 

BACHELORS  •  MASTERS  •  DOCTORAl 

For  Work,  Life  and  Acadei 
Experience  •  No  Classroo 
Attendance  Required 


Call  (8Q0)  423-324 

or  send  detailed  re$uin((n:  Di 
lor  Free  Evaluation 

Pacific  Western  Unlversit; 

600  N  Sepulveda  Blvd  ,  Depl  170 
Los  Angeles,  CA  90049  USA 


Public  Safety 


POLICE  YOURSEI 

Hand  held  Alcohol 
Breath  Analyzer 
Protech  1000 

ACCURATE 
Easy-to-use 

Designed  for: 
INDUSTRY,  LAW 
ENFORCEMENT  & 
PERSONAL  USE 

plusshp    -  CALL  TODAY 

1-800-637-8363  l» 

Communidyne,  inc.  •  Northbrook,  IJ 


Books/Publications 


JOB  SFEKEBS  *Mn  BUSINESSE^ 
ReMarch  On  Th«  Multi-Billion 
Dollar  Kuwait  Marltets  Is  Now  I 
Available  I  Report  Includes  111 
Pages  Of  Valuable  Information  I 
Including  250  Key  Contacts.  Cl 
1-000-345-0096  To  Order  Your  I 
Copy  Of  -KuwaH's  Uulti-Billion  I 
Dollar  Opportunities'    $14.95  | 


FOR  AD  RATES 
AND  INFORMATION 
PHONE: 
(312)  337-3090 
OR  WRITE: 


mARKETrLAa 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL606I1 
FAX:  (312)  337-5633 


Business  Services 

RESEARCH  REPORTS 

19.278  academic  topics  available' 
Jend  $2.00  for  the  272-page  catalog, 
;ustom-written  reports  also  availatile, 
RESURCH  MSISTANCE 
1  1322  Idaho  Ave.,  #206BF, 
Los  Angeles,  C A  90025 
Toll  Free  Hotline:  800-351  -0222 
(California:  310-477-8226) 


Our  one-stop  publishing  and 
mailing  service  nnakes  it  easy 
Free  info  and  prices:  (800)  359-5993 

'tf  you're  serious  about  doinf>  a  newsletter, 
Data  Express  ts  the  only  way  to  go  " 

DATA  BXPRC3S  INC.  CLIENTS  WATIOMWnPE 


ANKRUPTCY 


<w  1 991  Audio  Cassette  Guide 

(pert  aRomey  describes  clearly  how  bankruptcy 
a.  Tells  you  all  about  buslnes;  arKl  personal  filings: 
ng  fn  attorney,  the  legal  proce  i.  your  exemptions, 
s,  credit,  fees,  difference  between  Ch.  7. 11,  &  13. 
mucti  more.  Helps  you  decide  ff  and  wtien  to  Hie. 
Ides  j^ample forms.  S49.95  with  30-day  guarantee. 
Id  S2  50  shipping.  7%  CA  lax)  Vlsa/MC 

1-800444^324 

9Mp0S  1735N  Broadway,  Walnut  Geek,  CA  94596 


LONG  DISTANCE 
SAVERS  CLUB 

)in&  enjoy  GROUPdaytime  rates, 
:eep  AT&T,  SPRINT,  or  MCI! 

nve  $$$  on  800  Service,  too! 
all  708-776-7777, 800-776-361 1 


800#  ORDER  TAKING 
ttn:  Direct  Mail  Marlceters 

24  IHouf  Order  Tokrng 
Referral  Services  ■  Collers  Con  Be  Referred 
lo  Neoresl  Irxotion  By  State,  Cily,  Zip,  elc 
Order  Con  Be  Foxed  or  Printed  lo  Your 
Location  Doily 
AAB  COMMUNICATIONS 
1-800-243-9712 


Cable  TV 


IF 


ABLETVDESCRAMBLERS 

iONVERTERS,  ACCESSORIES 

ame  Brands.  Lowest  Prices.  Best  Service 
For  FREE  16-page  color  catalog  call 

ISi^^^A^r  (800)  234-1006 


EE  CATALOG!  1  •800-345-8927 
ERROLD  HAMLIN  OAK  ETC. 

CABLE  TV  DESCRAMBLERS 


•  Special  Dealer  Pncesi  •  Compare  Our  Low  Retail 
Prices'  •  Orrlers  From  Slock  Shipped  Immediatelyi 
•  Guaranteed  Warranties  &  Pncesi 
•  All  Maior  Credit  Cards 
PACIFIC  CABLE  CO.,  INC. 
!5V2  Reseda,  Dept,  851     Reseda,  CA  91335 
For  all  other  inlormalion  l-ei8-709-9937 


TravelA/acations 


%  OFF  At  Over  2000 

Hotels/Condos  Worldwide 
ip  to  50°/o  OFF  on  1000  Cruises, 

iscounts  on  Car  Rentals.  &  Air  Fare! 

REE  COLOR  BROCHURE 


ill 


CALL:  307-276-3693 


Sales  Promotion/Marketing 


Push  your 
prospects' 
buttons. 


^  mr  of] ICC 
ompnier 
i  'un  close 
sales. 


D  emoSourcc's  PC -base  voice- 
mail  library  is  the  ideal  business 
tool  to  trim  your  com[)any's  fat 
&  survive  the  recession. 
Through  any  louchlone  phone, 
callers  may  purchase  products, 
request  brochures  via  FAX  or 
transfer  to  any  department 
without  an  operator. 

Our  '25  Business  Survival 
Toolkii  has  the  material  needed 
tostarl&costisappliedlo  future 
purchases. 


c 


8345  Reseda  Sic  202  Norlhridec,  CA  91324 


Financial  Services 


What  you  don't  know  about ' 
investing  could  fill  a  book... 


r 


-  And  It  Has  - 


1 


The  1992  $upertrader's  Almanac 


by  Frank  A.  Tauclier 


Free  brochure 
1-800-878-7442 


Capital  Available 


IMMEDIATE 
CASH 

FOR  YOUR 
SLOW  PAYING 
ACCOUNTS  RECEIVABLE 

TOWERS 

FIN  ANCUL  CORPORATION 
417  Fifth  Avenue 
New  York.  NY  10016 

(212)  696-0505 

Contact  Corporate 
Finance  Department 


Wine  Cellars 


WINE  CELLARS  BY 

28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  MAbE  in  u  S  a 

FACTORY  DIRECT  TO  YOU  ^'^^7sc(?v7r^"' 

YOUR 
COST 
SI  695 
1995 
1795 
995 
1195 
1995 
2995 

— J    Designers' non  wood  model  60  bottle  glass  door  899  659 

VinOtemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  6 1 6 1  E)  ♦  Los  Angeles,  CA  9006 1 
CALL  800/777-VINO  (777-8466)  or  213/719-9500  fax  213/719-9518 

IfvlfvlEDIATE  SHIPIVIENT  ON  tvlOST  lylODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


MODEL 

DESCRIPTION 

APPRX  CAPACITY 

SUGG 
RETAIL 

440 

Uprigtit 

400 

S2495 

700 

Uprighit 

600 

2995 

296 

Credenza 

280 

2695 

114 

Compact 

114 

1395 

230 

Two  Doors 

230 

1795 

700FUR 

Fur  Vault 

8  to  10  Furs 

2995 

700HH 

His  and  Hers 

300  bottles  4/5  Furs 

3995 

Financial  Services 


Furniture 


ATTENTION...SII/IALL  STOCK  INVESTORS 

NOW  AVAILABLE  -  Detailed  List  of  1 1  Small 
Companies  Witli  4  And  5  Yrs  Conlinuous 
Yearly  Increased  Earnings.  1986-1991  Over 
3000  Companies  Analyzed  Only  Ttiose  Witri 
Mm  Increased Earningsol 21%/Yr  Selected 
(1991  Increased  Earnings  Ave  41%)  Send 
$20  Crieck  Or  luloney  Order  To 

O.L.  Rtiodes  1220  Third  Ave. 
Picayune,  MS  39466  Pti.  (601)  798-3482 


Stand  for  Success 

with  our  majtnificam  Ergonomlc 
Stand-Lip  Desks 

•  Think  bener  •  Wort  bener 

•  Feel  finer  •  Makes  a  gieal  gift' 

tt  worM  for  ChurckiU,  Hemiitgway, 
FrankfiuUT,  Jtfftrjon  and  moKj  othtr^ 

For  Ljiatog 

Interttior 


Computers 


iM  Call  Toll  Free 

-I  -800-7^29-9000 
The  Great  Deal  Catalog  ' 


Bondtuel 


286  VGA  Laptop  Computer 
with  40MB  Hard  Drive 


•  80C286  AT  computer 
operating  at  16tV1Hz, 
zero  wait  state. 

•  256K  video  RMA  on 
ttie  mottierboard- 

•  1 1VIB  user  RAti/l  expandable 
to  5IVIB  on  ttie  mottierboard. 

•  IBtVI  compatible. 
«3.5"  1  44MB  floppy 

disl<  dnve. 

•  One  Centronics  parallel  port, 
and  one  RS232C  serial  port 

■  Factory  New! 


Accessories: 

Mfr.  Sugg. 
Retail 

DAMARK  1 
PRICE 

2400  Baud  Modem 

Item  No.  8-3600-195238 

$i5aao 

$69.99 

Deluxe  Carrying  Case 
Item  No.  B-3600- 195245 

$129.95 

$39.99 

NiCad  Battery  Pack 

ItemtMo.  B-3600-1 95259 

$99.99 

$39.99 

S/H-$S.0Oon  Iwtodem,  $4.50  on  otfisre. 

Mr  Sugg.  Retail  $1,799.00 
OAMARK  St  00099 

PRICE  %7 

Item  No.  B-3600-1 95224  S/H$19  50 


For  fastest  service  call  toll  free:  1  -800-729-9000 

 Address  


City,  State.  Zip_ 


Chect</IV10    VISA    IVIasterCard  Discover 
□         □         □  □ 


Signature  _ 


Customer  Service:  1  -800-788-7001 


Qty,  Description 


S/H 


DEUVERV  TO  CONTINEMTAL  UNtTED  STATES  ONLY 


Subtotal 

n  MN  add  6.5%  sates  tax 


DAMARK  INTERNATIONAL,  INC 

7101  Winnetl<a  Ave  N  , 
P  O  Box  29900  Minneapolis,  IVIN  55429-0900  Total  S/H 

Grand  Total 


Copyright  1991  DAIVIARK  Inlemationat,  Inc. 
All  nghts  reserved. 


J 


B-3600 


FOR  AD  RATES 
AND  INFORMATION 
PHONE; 
(312)337-3090 
OR  WRITE: 


mmBusiN£ssn^^^f( 

mARKETrLm 


BUSINESS  WEEK 
MARKET-PLACE 
100  EAST  OHIO  STREET 
SUITE  632 
CHICAGO,  IL6061 1 
FAX:  (312)  337-5633 


Automotive 


Never  Dry  Start  Your  Engine  Again! 

Did  you  know  that  80%  of  engine  wear  occurs  in  the  first  10  seconds  after 
startup?  When  engine  oil  drains  back  to  the  crankcase,  critical  engine  parts 
are  feft  DRY  and  UNPROTECTED,  LutoriftVm-Perma-Treat  ADDED  ONCE 
to  your  engine  oil  sofves  this  probfem  and  goes  on  protecting  against 
friction  and  wear  for  up  to  50,000  IVIILES  with  its  SUPER-SLiCK.  SUPER- 
THIN  coating  of  IVlicroflor'"'  fVlicroflor'"  outperforms  all  other  solid-film  lubri- 
cants without  fear  of  detrimental  and  damaging  side  effects  associated  with 
(VIOLY,  GRAPHITE  or  P.T.F.E.  products. 

Wtiv  pay  more  -  SAVE  S$$  Single  Treatment,  Auto,  R  V  or  light  truck  -  $1 7  95  +  $4  00  S&H 
Save  $10  00  for  2  vehicles  (2  pints)  -  $29  90  +  $4  00  S&H 
Save  $48  00  for  6  vehicle  fleet  (6  pints)  -  $7970  +$4  00  S&H 
Send  check  or  money  order  to  Lubrifilm  Perma-Treat 
7100  Grandview  Ave  #1  Arvada,  CO  80002       MCA^isa  1-800-682-8820 


Menswear/Fashion 


Call  or  write  fof 

FREE  CATALOG 

1  415-454  156S 
925  4th  Si  .  San  Ralael  CA  94901 


EE-EEEEEE,  SIZES  5-13 

Extra  widtfi  for  men  wfioneed  It 
Excellent  variety, 
styling  and 
quality 
Send 
for 
FREE 

CATALOG" 

Tlie  Widttt  SelBclion  ol  Hie  Wiileit  Shoet  Anywhere! 
HITCHCOCK  SHOES.  INC 

Depl.SS  A  Hingham.  MA  02043 


Sales  Promotion/Marketing 


Sales  Leads  &  Mailing  Lists 


•  9  Million  U  S  Businesses  - 

leleplione  Vended  with  Contact  Name  and  {mployee  Size 

•  1  /  Million  High  Incomi  Americans  •  84  Million  Donsumeis/Residenis 

•  1.2  Miiiinn  Canadian  Businesses    •  Oppotiuniiy  Seekers 

FREE  Catalog  -  Call  (402|  331-7169  or  write 
American  Business  Lists 

PO  Box  27347,  DepI  01  062'Omaha,  NE  68127 


120,000  Manufacturers 
in  one  Directory 


Now  Itiere's  one  convenient  source 
for  ttie  biggest  spenders  in  U.S. 
Industry.  Ttiese  manufacturers 
account  for  over  $1  trillion  In 
purctiases  eacti  year. 

Listings  include:  contact  names, 
number  of  employees,  SIC  codes, 
sales  volume,  and  more.  All  this  for 
only  $315...  an  amazing  bargain! 

Call  (402)  593-4600  to  order  your 
copy  today  supply  Is  limited 


Ameiicon  Business  Directories 
P  O  Box  27347  •  Omaha.  NF  6812  7 
•  F^x:  (402)  331-5481 


Health/Fitness 


SMOKE 
POLLEN 

pOLLV)^^^^ 


Powerful  EnergAIre'  Ionizer  continuously  purifies 

upto4,000cu  H  (alafgetoom)olpollute<jaitandmakes 
It  breattiable  and  invigorating  Reslotes  natural  ion  bal- 
ance to  unhealtfiy  environments  Removes  even  mi- 
croscopic pollution  particles  not  removed  by  other 
methods  ol  air  punlicalion 

EnergAire  was  rated  Number  One  lor  speed  of  re- 
moval ol  cigarette  smoke  by  the  leading  consumer  pro- 
tection magazine 

EnergAire  works  the  way  nature  cleans  the  air  Like 
lightning,  il  produces  a  concentration  of  negative  ions 
which  attach  themselves  to  pollution  particles  causing 
both  to  tall  harmlessly  to  the  floot  Unlike  more  expen- 
sive fan-filter  ionizers,  EnergAire  has  no  lilters  lo  buy 
and  change  (saves  time  and  money)  and  no  Ian  (no 
noise),  requires  no  maintenance 
EnergAire  uses  less  than  3  watts  plugs  into  standard 
nOvoltoutlet  g-high  3'dia  lib  fi^anutactured  by  Mi- 
cron m  the  U  S  A  Immediate  shipment 
30-DAY  MONEY-BACK  GUARANTEE  12-MOKTH  WARRANTY, 
TOORDER:Send$59  95plus$4  OOeachshipping(in 
Mass  add  5%sales  lax)  by  check,  money-order, 
MasterCard  or  Visa  number  and  expiration  dale  to 
MICRON  SALES  COMPANY,  Dept.  486,  1 70  Kerry 
Place,  Norwood,  M A02062,  or  CALL  TOLL  FREE  (any- 
time) 1-800-334-0854,  Extension  651  (For  mlormalion 
caliei  7-326-8675  )  ASKFORPRODUCTNUMBER486. 


Advertising 


AD-PRENEUER 

A  totflJ  advertising  service  company  with  no 
competition  .  Nobody  does  what  we  do 
Unique  broadcast  technology  Fortune  500 
clients.  14  years  in  business.  Impressive 
gross  profit.  Perfect  fit  for  consumer  prod- 
ucts manufacturer,  ad  agency  or  large  retail 
chain,  wanting  to  cut  advertising  production 
cost  60%  Gain  24  nationaJ  clients  in  the 
process 

Inquires  to  John  Reeves  at  1-800-253-5126 


Corporate  Incentives 


Be  Remembered 
Give 


umnKSAL 


800-633-5200 

in  Mass.  617-229-2589 

For  any  occasion,  any  skier  or  golfer  wi 
treasure  a  day  at  their  favorite  sport.  Eac 
UNIVERSAL  TICKET  entitles  the  bearer 
to  one  day  of  skiing  Of  18  holes  of  golf. 
North  America's  finest  ski  resorts,  and  ; 
fine  selection  of  New  England  golf  coursi 

accept  UNIVERSAL  SKI  or  GOLF  TICKETS 

Corporate  Incentive  Programs  Available 
Ski  Tickets  are  $41.00  each 
Golf  Tickets  are  $32.00  each 
plus  $1.00  S&H,  MC/Visa 

Corporate  Sports  Incentives,  Inc 

PO  Box  578  Merrimack,  NH  0305^ 


 Tlie  Varsity  Jacket  — 

Made  To  Order  -  Clioice  Of  Color 

finest  wools  6<  leatliers. 
Custom  EmLroidered 

Your  logo,  crest  or  mono^am. 

203-266-4435 
Wjiipstick  Farm  EmtroiJery 


PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Gain  a  wealth  of  experience  and 
help  preserve  our  historic  and 
architectural  heritage,  loin  the 
National  Trust  for  Historic 
Preservation. 

Make  preservation  a  blueprint  for 
the  future. 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 


a 
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FREE  INFORMATION 
FOR  READERS  OF 

BusinessWeek 


Want  more  information  about  advertisers  in  this  issue? 
If  so... 

1  •  Review  the  list  of  advertisers  below. 

2.  Circle  the  corresponding  number  on  the  postage-paid 
reader  service  card,  complete  the  necessary  information 
and  drop  in  the  mail. 

3.  Or,  call  toll-free  Monday— Friday  SAM— 5PM  MST: 

1-800-345-3550 

When  prompted,  use  keypad  to  enter  this  control  number  8299600 '^'r 


FINANCIAL  PRODUCTS 
AND  SERVICES 

1.  CIGNA  Corporation 

2.  Dreyfus  Corporation 

3.  Franklin  Fund 

4.  Merrill  Lynch 

5.  Twentieth  Century 
Investors,  Inc. 

PRODUCTS/SERVICES 

6.  AEG 

7.  AT&T  USA  Direct 

8.  Amoco  Chemical 
Company 

9.  Charles  Schwab  &  Co., 
Inc. 

10.  Computer  Associates 

11.  Day  Runner  Personal 
Organizers 

12.  Dialog  Information 
Services 

13.  Florida  Department  of 
Commerce  Division  of 
Tourism 


14. 

Fujitsu  Business 

Communication  System 

15. 

Hewlett-Packard 

Workstation 

16. 

Intel  Corporation 

17. 

Intergraph  Corporation 

18. 

Lexmark  Supplies 

19. 

Lexus 

20. 

NEC 

21. 

NEC  Technologies 

22. 

Okidata  Corporation 

23. 

Olympus  Corporation 

Consumer  Products 

Division 

24. 

Schott  Corporation 

25. 

Tandy/Radio  Shack 

AREA  DEVELOPMENT 


26.  Economic  Development 
Board  of  Singapore 

27.  Florida  Department  of 
Commerce  Division  of 
Economic  Development 

28.  Government  of  Quebec 


8829 


3^^uslness  Use  of  Your  Home 


0M8  No  1545-XX~=  - 


8  /  Enter  th^ amount 
9/  Casualty*  \lsses]  li 


EDITED  BY  AMY  DUNKIN 


THE  IRS  TIGHTENS  THE  SCREWS 
ON  HOME-OFFICE  DEDUCTIONS 


When  Neil  M.  buys  a 
new  lamp,  has  a 
painting  reframed, 
or  reupholsters  his  couch,  he 
deducts  the  costs  from  his 
federal  taxes.  He  even  writes 
off  his  cleaning  lady,  whom 
he  pays  in  cash.  In  the  two 
years  since  he  started  an  ex- 
ecutive search  firm  in  his 
Manhattan  apartment,  he  has 
entered  such  expenses  on 
Schedule  C,  the  form  self-em- 
i^loyed  people  must  file  to  re- 
port the  costs  of  running  a 
business.  He  also  takes  a 
third  of  his  rent  as  a  home- 
office  deduction.  "I  get  to 
write  off  about  $15,000  a 
year,  which  in  a  bad  year  is 
very  helpful,"  he  says. 

But  Neil  M.'s  1991  returns 
may  get  much  closer  scrutiny. 
From  now  on,  Schedule  C 
filers  who  take  a  home-office 
deduction  must  fill  out  a  new 
form,  calculating  how  much 


of  their  living  space  they  use 
exclusively  for  business  and 
applying  the  percentage  to 
mortgage  interest  or  rent, 
maintenance,  utilities,  and 
other  allowable  deductions. 
The  result  gets  entered  as  a 
separate  line  item  on  Schedule 
C,  apart  from  travel, 
equipment,  and  other 
business  expenses. 

While  the  rules  on 
home-office  deductions 
haven't  changed,  tax  ex- 
perts think  the  new 
Form  8829  will  force 
people  who  work  at 
home  to  be  more  careful 
in  reporting  their  ex- 
penses. "The  IRS  defi- 
nitely has  some  purpose 
in  mind  for  this  form," 
says  David  Yasukochi, 
senior  tax  manager  at 
Price  Waterhouse  in 
New  York. 

You're  entitled  to  the 


home-office  deduction  if  a  por- 
tion of  your  home  is  used  ex- 
clusively as  your  principal 
place  of  business.  According 
to  the  instructions,  you  can 
count  rooms,  measure  square 
feet,  or  use  "any  other  rea- 
sonable method"  to  calculate 


HOW  TO  KEEP 
THE  AUDITOR  AWAY 


►  Don't  file  the  form  if  you're  a  full-time 
employee  who  sometimes  works  at 
home.  The  IRS  will  probably  balk 

►  Don't  try  to  claim  more  than  50%  of 
the  total  area  of  your  home  for  exclusive 
business  use 

►  Get  a  separate  phone  line  for  your 
business.  Prorating  basic  telephone  ser- 
vice will  probably  raise  eyebrows 

►  Unless  a  second  job  supplies  at  least 
half  of  income,  moonlighters  shouldn't 
take  the  deduction 

DATA;  BW 


how  big  that  portion  is. 
Part  I  of  Form  8829,  you  n-  •{ 
tiply  the  result  by  the  num: 
of  hours  you  work  every  yi 
to  come  up  with  a  decimal 
ure.  You  use  that  percent?  m 
on  Part  II  to  find  out 
much  of  your  casualty  loss 
mortgage  interest, 
estate  taxes,  insurar 
maintenance,  repaiu 
and  utilities  you  may 
duct.  On  Part  III 


eriK 


ce  e.\] 


sa 

•1)111 
OBera 
dl; 
III  • 
Iti' 
oii.er 

irofit 

m 


ranyes 

can  figure  your  hca^^^-j 
depreciation  and  ap|,f 
the  business-use 
centage  against  that 
IRS  FROWNS.  Obviou; 
the    IRS    can't  knj 
whether  your  teenag  ^^^t 
watch   Monday   nr  * 
football  in  the  sa, 
room  where  you  rrlj 
clients  during  the  c  ^ 
But  by  separating  ho 
office  expenses  fr 
other  business  costs, 
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J  form  makes  at-home 
•kers  more  visible  to  the 
So,  people  who  work  at 
le  should  be  prepared  to 
k  up  their  claim, 
or  example,  individuals 
iloyed  full-time  by  a  com- 
y  that  lets  them  work  at 
le  one  or  two  days  a  week 
•n  take  the  home-office  de- 
tion,  but  the  IRS  frowns  on 
unless  the  arrangement 
pecifically  for  the  employ- 
convenience.  In  such  a 
ation,  get  a  letter  from 
r  employer  stating  that 
leone  else  uses  your  office 
:hose  days. 

ven  if  you're  self-em- 
'ed  and  use  part  of  your 
ie  exclusively  for  work, 
ing  another  office  outside 
1-  home  may  disqualify 
.  In  fact,  you  may  want  to 
■  up  the  outside  office, 
e  IRS  will  see  rent  expense 
rouv  Schedule  C,"  says  Ya- 
ochi,  "and  it's  likely  to 
k  out."  You  might  then 
e  to  prove  that  your  home 
our  principal  workplace. 
BIDDEN.  Another  purpose 
the  new  form  is  to  stop 
iness  owners  from  using 

home-office  deduction  to 
»v  or  increase  a  business 
.  That's  strictly  forbidden 
er  IRS  rules,  but  Schedule 
lone  made  it  easy  for  tax- 
ers  to  do,  because  home- 
;e  expenses  were  lumped 
with  other  costs.  Now, 
•e's  a  hierarchy  of  deduc- 
s  you  may  take,  beginning 
1  operational  costs  and  fol- 
3d  by  home  expenses, 
ou  may  deduct  the  rest — 
ties,  maintenance,  repairs, 

other  costs — only  to  the 
mi  that  your  remaining 

profit  allows.  However, 
m  8829  does  let  you  carr\- 
"  any  excess  deductions  li> 

next  year.  So  keep  your 
ense  records. 

he  IRS  is  also  going  after 
pie  with  full-time  jobs  who 
)nlight  and  take  a  big 
le-office  deduction.  Even  if 
have  a  legitimate  second 
iness,  the  IRS  won't  treat  it 
^our  principal  employment 
;ss  it  supplies  a  significant 
ion  of  your  total  income, 
nd  there's  another  case  in 
:h  taking  the  home-office 
action  may  not  be  worth 
if  while,  even  if  you  work 


only  at  home.  If  you  plan  on 
selling  your  house  in  the  near 
future,  you  could  wind  up 
paying  capital-gains  taxes  on 
the  |)ortion  you  call  your  of- 
fice, instead  of  deferring  the 
gains  into  your  next  house,  as 
you  normally  can  with  a  resi- 
dence. This  can  be  especially 
onerous  if  you're  also  claim- 
ing depreciation  on  your  home 
office,  since  you're  lowering 
the  base  for  figuring  your 


gain.  Homeowners  who  plan 
on  selling  should  either  con- 
tinue taking  deductions  for 
mortgage  interest,  taxes,  and 
utilities  but  stop  depreciating 
the  home  office,  or  should 
give  up  the  home-office  de- 
duction altogether. 

Renters  who  work  at  home, 
naturally,  don't  have  this 
problem.  In  fact,  they'll  be 
able  to  skip  most  of  Form 
8829,   simply   figuring  their 


Dining 

CHOWING  DOWN 
WHERE  THE  CHEF  WORKS 


With  ail  the  wonder- 
ful meals  I've  eat- 
en, I've  never  had  a 
dining  experience  quite  like 
the  one  I  had  recently  at  To- 
ronto's King  Edward  Hotel. 
Thanks  to  a  new  "chef's  ta- 
ble" program  at  Chiaro's  Res- 
taurant in  the  hotel,  seven 
others  and  I  got  to  feast  on 
an  eight-course  meal  of  chef's 
specialties  served  right  in  the 
bustling  kitchen. 

Adding  to  the  thrill  of  being 
backstage  at  a  world-class 
restaurant.  Executive  Chef 
John  Higgins — a  colorful  Scot 
who  used  to  cook  for  Britain's 
royal  family — personally  se- 
lects and  serves  the  food.  A 
born  entertainer,  Higgins  can 
discuss  topics  ranging  from 
what  Queen  Elizabeth  likes 
for  breakfast  (usually  just 


toast)  to  the  quality  of  the 
salmon  fishing  at  Balmoral 
Castle  (superb,  thank  you). 
He'll  also  explain  how  he  pre- 
pared each  dish.  My  favorite: 
filet  of  Scottish  salmon 
smoked  over  English  Break- 
fast Tea  and  topped  with  a 
roasted  hazelnut  crust. 
EIGHT  HEADS.  The  chef's  table, 
which  can  accommodate  par- 
ties of  up  to  eight  people,  is 
available  Tuesday  through 
Friday  nights.  To  reserve,  call 
the  King  Edward  (416  863- 
9700)  and  ask  for  Jeremy  Ron- 
coroni,  manager  of  Chiaro's. 
He'll  discuss  your  prefer- 
ences, including  foods  you 
wish  to  avoid,  as  well  as  wine 
selections.  But  unless  you  in- 
sist on  something  specific,  the 
menu  will  be  a  surprise  creat- 
ed by  Higgins  from  ingredi- 


home-office  decimal  and  en- 
tering a  portion  of  their  rent 
under  "other  expenses."  Still, 
Yasukochi  recommends  that 
renters,  too,  begin  keeping 
more  meticulous  records  of 
their  home-office  use,  includ- 
ing a  daily  log  of  phone  calls 
and  the  names  of  clients  who 
come  for  meetings.  And  he'd 
probably  advise  Neil  M.  to 
pay  his  cleaning  lady  by 
check.  Joan  Warner 


JOHN  HIGGINS  PRESENTS  A  DISH  IN  THE  KITCHEN  OF  CHIARO'S  IN  TORONTO 


ents  that  look  best  that  day. 

There's  a  fixed  charge  of 
$100  Canadian  (about  $88 
U.  S.)  per  person  for  the  food, 
not  including  service  or  wine. 
That  price  is  high  by  Toronto 
standards,  but  you're  getting 
an  experience  far  more  memo- 
rable than  the  typical  meal. 

The  King  Edward  is  only 
one  of  a  number  of  top-flight 
restaurants  now  inviting  din- 
ers into  the  inner  sanctum. 
Manhattan's  renowned 
French  seafood  restaurant, 
Le  Bernardin,  offers  a 
glassed-in  "tasting  room"  that 
looks  into  the  kitchen.  Parties 
of  up  to  four  receive  a  kitchen 
tour  and  an  eight-course 
menu  selected  by  the  chef  for 
$150  per  person,  not  including 
wine  or  tip.  Brennan's  of 
Houston,  which  features 
Southwestern  food  with  a 
Creole  accent,  has  a  kitchen 
table  for  up  to  five,  but  you 
order  off  the  regular  menu. 
The  price:  about  $40  a  person. 
TO  MARKET.  And  the  Patina 
Restaurant,  perhaps  this  sea- 
son's hottest  Hollywood 
eatery,  has  just  institut- 
ed a  program  that  al- 
lows you  to  spend  a  full 
day  in  its  kitchen.  It 
starts  with  a  6  a.m.  trip 
to  the  market,  includes 
time  at  each  of  the 
kitchen's  main  stations, 
and  concludes  with  a 
custom-prepared  dinner 
for  you  and  seven 
guests.  The  total  cost: 
$1,250,  including  wine 
and  a  monogrammed 
chef's  jacket. 

Any  of  these  deals  is 
worth  considering  if 
you  are  looking  to  make 
a  special  impression  or 
simply  want  to  have  a 
memorable  eating  expe- 
rience.      Bill  Symouds 
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Smart  Money 

WHEN  CREDIT-CARD  ISSUERS 
SAY  'relax;  DON'T! 


any  financial  institu- 
tions promote  credit- 
card  use  by  letting  you  skip 
a  payment  once  or  twice  a 
year  without  penalty.  But  if 
you're  tempted  to  take  up 
the  offer  as  holiday  bills 
come  due,  it  can  cost  more 
than  you  might  think. 

Bankcard  Holders  of 
America  (BHA),  a  consumer 
group,  agrees  that  card  us- 
ers who  accept  the  deal  avoid 
a  late  charge  or  delinquent 
mark  on  their  credit  reports. 
But  you  err  if  you  think  any 
finance  charges  that  accrue 
"can't   be    much — just  a 


THE  HIDDEN  COST 
OF  CliARGING 

If  you  charge  $200  on  Nov.  2,  then 
skip  your  December  payment,  and 
charge  $200  on  Dec.  2,  your  Janu- 
ary bill  (at  18%)  may  show: 

BALANCE  OWED  $  400.00 

Interest  on  average  doily 
balance,  29  days  in  Novem- 
ber, 1.5%  x  $193  2.90 
Interest  on  avg.  doily  balance, 
30  days  in  December,  1 .5%  x 
$393  ($  1 93  plus  $200)  5.90 

TOTAL  $408.80 
REAL  INTEREST  RATE  26.4% 

DATA  MAINE  CONSUMER  CREDIT  PROTECTION  BUREAU 


month's  interest  on  the 
amount  I'm  carrying  over." 

It  doesn't  work  out  that 
way.  Once  you  skip  payment 
on  a  month's  purchases — or 
make  a  partial  one — you  may 
lose  the  "grace  period"  in 
which  you  can  pay  the  bill  in 
full  to  avoid  interest  on  later 
charges.  That's  because 
most  card  issuers  calculate 
interest  on  the  account's  av- 
erage daily  balance  retroac- 
tive to  the  first  purchase. 
FINE  PRINT.  Suppose  your 
balance  on  the  December  bill 
is  $500  and  the  annual  inter- 
est rate  is  187<\  By  holding 
off  the  $500  payment  until 
January,  you  might  figure  to 
owe  just  $7.50 — a  month's  in- 


terest, or  1.5%'.  But  if  you 
charge,  say,  an  additional 
$1,500  before  the  next  bill  ar- 
rives, it  sharply  boosts  your 
average  daily  balance  over  a 
two-month  period.  Instead  of 
$7.50,  you  could  owe  two  or 
three  times  that  amount.  So 
you  end  up  paying  more  than 
18%  for  the  privilege  of  bor- 
rowing $500  for  a  month. 

To  help  you  find  cards 
with  no  annual  fees  and  low 
interest  rates,  BHA  (800  553- 
8025)  sells  updated  lists  of  is- 
suers for  $4.  But  check  the 
fine  print.  Some  issuers — 
such  as  Delaware's  Colonial 
National  Bank,  which 
promotes  rates  of 
14.95%  to  16.9.59f— com- 
pute interest  the  most 
expensive  way,  with 
"two-cycle"  billing.  It 
adds  any  unpaid  inter- 
est from  last  month's 
charges  to  the  interest 
due  on  the  average  dai- 
ly balance  over  the  new 
period. 

An  example  of  how 
much  it  can  cost  you 
appears  in  a  booklet, 
Downeaster  Consum- 
er Guide  to  Credit 
Cards  ($1.50  from 
State  House  Station 
ff35,  Augusta,  Me. 
04333).  Let's  say  you  make  a 
$200  purchase  on  Nov.  2, 
then  ignore  your  December 
bill.  You  then  charge  another 
$200  on  Dec.  2.  At  an  18% 
interest  rate,  with  standard 
average-daily-balance  billing, 
you  would  owe  just  $3  in  in- 
terest if  you  promptly  paid 
the  $400  balance  on  your 
next  bill.  But  if  the  charges 
went  on  a  card  using  two- 
cycle  billing,  the  interest  is 
$8.80— more  than  a  26%  an- 
nual rate. 

If  you're  making  a  partial 
payment,  do  it  soon  after 
you  receive  the  bill.  The 
more  days  your  average  dai- 
ly balance  is  low,  the  less  in- 
terest you  pay.     Don  Dunn 


THE  500SEL:  GADGETS  GALOR,  BUT  MAYBE  A  LITTLE  TECHNO-OVERKILI 


Autos 


THE  NEW  MERCEDES:  'S'  IS  FOR 
SILENT,  SPEEDY,  SUMPTUOUS 


■ 


ercedes'  new  top-end 
S-class  sedans  make 
you  yearn  for  the 
autobahn.  Cruising  at  80  mph, 
the  redesigned  cars  are  so 
hushed  and  steady,  you  would 
swear  you  were  only  doing  55. 
Mercedes-Benz  offers  five 
versions  of  what  is  essentially 
the  same  car,  with  different- 
size  wheelbases  and  engines 
and  a  list  of  standard  features 
that  grows  with  price. 

The  whisper-quiet  ride 
makes  long  trips  more  com- 
fortable. It's  the  result  of  im- 
proved aerodynamics,  as  well 
as  autodom's  first  double- 
glazed  side  windows.  They 
are  just  one  of  a  host  of  tech- 
nical innovations  on  one  of 
the  world's  finest — and  most 
expensive — mass-production 
cars.  Mercedes  last  over- 
hauled the  line  in  1980. 

The  S-class  has  power  ev- 
erything, thanks  to  52  tiny 
electric  motors.  Push  the 
trunk  release  and  a  chrome 
handle  slides  out  the  back  of 
the  deck  lid.  Flip  a  switch  on 
the  console,  and  both  outside 
mirrors  fold  flush  to  help 
squeeze  through  those  tight 
spots. 

The  list  of  pampering  gad- 
gets goes  on.  Some,  such  as 
the  trunk  handle,  border  on 
techno-overkill.  Others,  such 
as  a  charcoal  filter  that 
cleanses  diesel  exhaust  and 
other  noxious  odors  from  in- 
coming air,  are  improvements 
over  the  old  models.  It's  stan- 


dard on  the  two  long-wheJ 
base  models,  the  500SEL  aj 
600SEL,  and  a  $490  option 
three  shorter  versions. 

Inside,  these  cars  feel  ju| 
as  sumptuous  as  the  old 
class,  but  more  spacious.  T| 
supportive  leather  seats 
just  in  every  conceivable 
rection.  Instruments  are  larJ 
and  easy  to  read;  dashboal 
controls  are  simple  to  operai 
One  trouble  spot:  Twin  auj 
matic  thermostat  controls  a| 
small  and  difficult  to  adjd 
quickly.  And  with  3  inchi 
more  width  and  wheelba^ 
there's  plenty  of  leg  and 
bow  room. 

CUSHY.  Even  with  their  pro| 
gious  mass — they  average 
pounds  more  than  the  oH 
they  replace — the  S-class  ca 
feel    remarkably  nimbi 
thanks  to  a  range  of  nej 
powerful  engines.  The  4i 
horsepower  V-12  in  the  t\ 
end  600SEL  launches  it  to  [ 
mph  in  just  6.3  seconds- 
fast   as   a   Corvette.  T| 
500SEL  and  400SE,  with 
tent  V-8s,  are  nearly  as  qui] 
And  the  low-end  300SE,  w| 
a  228-horsepower  6-cylin( 
engine,  is  no  slouch,  eitherl 
All  those  goodies  carry! 
high  price  tag.  With  luxJ 
and  gas-guzzler  taxes  and 
$3.50  transportation  fee  inclj 
ed,  the  S-class  sedans  rarj 
from  $75,790  to  $142,4 
Steep  as  that  sounds,  then 
already  a  waiting  list  for  ' 
models.  David  WoodA 
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Truffles  in  Paradise. 


Those  who  seek  refuge  from  this  far-too-civihzed  world  will  find  paradise 
Godiva®  Truffles.  For  sheltered  beneath  the  most  imaginative  coatings  lies  an  Eden 
of  incomparable  delights.  With  such  flavors  as  mandarin  orange,  raspberry, 
hazelnut  praline,  chocolat  au  lait  and  chocolat  noir,  Godiva  Truffles  are  truly 
heaven  on  earth.  What  better  way  to  bid  one's  troubles  adieu! 


GODIVA 

BRUXELLES  •  NEW  YORK  ■  PARIS  I 


iM88  Godiva  Chocolatier,  Inc. 


Godiva  Chocolatier,  701  Fifth  Avenue,  New  York,  New  York  10022. 
For  mpre  information  about  Godiva  '  Chocolates,  call  1-800-732-7333 


On  Wings  of  Glory . . . 


sailing  ships  the  size  of  dinosaurs 
wiR  gather  in  New  York  Harbor 
. . .  and  make  us  feel  smaR 
and  young  again. 


HHv  ^^^^ 


On  July  4, 1 992,  the  greatest  assemblage  of  Tall  Ships  in  modem  history  will  celeb'ratrtDlumbus' 
arrival  in  the  Americas  500  years  ago.  More  vessels  from  more  countries  than  ever  before  have  already  accepted 
our  President's  invitation  to  participate  in  this  international  display  of  maritime  unity.  Operation  Sail  /592and  a  few 
sponsors  will  put  on  a  Fourth  of  July  celebration  that  will  be  watched  by  millions  of  viewers  around  the  world. 

For  sponsor  information  about  Operaf/on  5a// /552  events,  please  call: 
.    OPERATION  SAIL  1992 
'  2  WORLD  TRADE  CENTER,  NEW  YORK,  NY  10048, 

P.o.o:B:Mendlowi.z  ;  (212)912-1234  ^  ^'V^f^!^ 
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Ford  63 

Fox  92 

Frito  Lay  107 

Fujitsu  46 
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GE  26,70,83,92 

General  Dynamics  64 
General  Hardware  82 
General  Instrument  46,  64 
General  Mills  76 
Georgia  Pacific  1 13 
Giddings  &  Lewis  26 
GM  29,44,56,63,  123 
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Heinz  (H.J.I  76 
Hershey  Foods  26 
Hewlett-Packard  97 
Hitachi  46 
Hondo  44 

Houston  Lighting  &  Power  90 
Humono  83 


IBM  56,  97,  123 

Inland  70 

Intel  56,98,  123 


International  Paper  29,  113 


Johnson  &  Johnson  83 


Kansas  Power  8.  Light  90 

Kellogg  76 

Kemper  Summit  52 

Kmart  28,  81 

Kraft  General  Foods  76 


Lands'  End  81 
Litton  Industries  64 
Lockheed  64 
Loral  64 
Lotus  52 

Louisiona  Pacific  113 
LTV  70 
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MocMillan  Bloedel  113 
Macy(R.H.)  34,81 
Martin  Marietta  64 
May  Department  Stores  81 
Mazda  44,  63 
McCormick  &  Co  26 
McCrory  38 

McDonnell  Douglas  56,  64 
McKesson  82 
Mercedes-Benz  146 
Merck  29,  102 
Merrill  Lynch  56,  119,  123 
Metropoliton  Life  52,  118 
MGM-Pathe  92 
Microsoft  52,  58,  97 
Midway  32 
Mitsubushi  44 
Mobil  64 


Monsanto  29,  52 
Morgan  (J. P)  119 
Motorola  98 

N 


National  70 
NationsBank  117 
NBC  92 
NCNB  52 
NTT  99 

Nissan  44,58,63 
Nomura  Securities  14 
Northern  Telecom  99 
Northrop  64 
Northwest  Airlines  7,  32 


Orion  Pictures  92 


PoineWebber  119 
Pan  Am  32 
Paramount  92 
Penney  (J.  C  )  28 
PepsiCo  76,  88 
Philip  Morris  29 
Philips  Electronics  46 
Phillips  Petroleum  108 
Polygram  92 
P&G  56,  113,  123 
Prudential  118 


Quaker  Oats  76 
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Raytheon  64 
Revco  26 


Saks  Fifth  Avenue  81 
Salomon  Brothers  119 
Sara  Lee  76 
Seors.  Roebuck  81 
Security  Pacific  1 17 
Sheorson  Lehman  119 
Shell  108 

SmithKline  Beecham  102 
Sonic  Industries  88 
Sony  46,92 
Southland  52 
Southwest  84 
Sun  97,  108 


Tenneco  64, 107 

Texas  Instruments  46,  98 

Toyota  44,  63 

TRW  52,64 

TWA  84 


Union  Carbide  82 
UAL  32,84 

United  Technologies  64 
USAir  84 
U.S.  Home  120 
USX  56,  119,  123 
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Wal-Mart  28,  34 

Walt  Disney  Productions  92 

Warner  Bros.  14,92 

Warner-Lambert  102 

Wellcome  39 

Wells  Forgo  117 
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Zenith  46 


I  of  all  Fixed-income  Funds. 
All  924  lobe  exact. 

The  Merrill  Lynch  Global  Bond  Fund  for  investment  and  Retirement. 


For  the  past  five-year 
period,  the  Merrill  Lynch 
Global  Bond  Fund  for 
Investment  and  Retirement 
ranked  #1  of  all  Fixed- 
Income  Funds* 

The  Fund  is  designed 
for  investors  seeking  high 
total  return  through  a 
global  portfolio  of  debt 
instruments  denominated 
in  various  currencies. 

OFFICIAL  SPONSOR  OF  THE  1992  U  S  OLYIVIPIC  TEAM 


For  more  information, 
contact  your  Merrill  Lynch 
Financial  Consultant  or 
call  or  return  the  coupon. 


*According  to  Upper  Analytical  Services,  Inc 
The  Fund 's  Class  B  shares  ranked  #  /  for  the 
five-year  period  ended  9/30/91  out  of  924 
Fixed-Income  Funds  (  Class  A  shares  not  in 
existence  until  10/88  ).  Upper  does  not  take 
sales  charges  into  account  Past  performance 
is  no  guarantee  of  future  results.  For  complete 
information,  including  all  charges  and 
expenses,  and  the  special  considerations 
associated  with  the  risks  of  international 
investing,  request  a  prospectus  Please  read  it 
carefully  before  you  invest  or  send  money 

©1991  Merrill  Lyncti.  Pierce.  FennerA  Smith  Inc  Memt>erSIPC 


^  Call  1-800^7-7455,  ext.  2695  ^ 

Return  lu  Memli  Lynch  Resptiase  Center, 
PO  Box  30200,  New  Brunswick.  NJ  08989-0200 

Please  send  me  a  free  brochure  and  prospectus 
on  the  Merrill  Lynch  Global  Bond  Fund  for 
Investment  and  Retirement. 

Name  


Address  . 

City  

State  


Zip . 


Home  Phone  I  

Business  Phone  L 


Merrill  Lynch  cllenis,  please  give  the  name  and 
location  of  your  Financial  Consultant. 


Merrill  Lynch 

A  tradition  of  trust. 
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"TASTE  OUR  DELICIOUS  STEAKS 
AND  YOU'LL  NEVER  WANT  TO  EAT 
ORDINARY  STEAKS  AGAIN!" 

"Delivered  from  Montana  directly  to  your  front  door." 


Dear  Friend, 

You  kntiw  rhe  ditterence  between  a  luscious  homegrown  tomato 
and  a  store-bought  one.  Well,  the  difterence  in  taste  between 
our  Double  LL  beet  and  ordinary  beet  is  even  more  dramatic. 

Store-bought  beet  is  shipped  by  train  or  truck  to  warehouses  and 
passes  through  many  hands  betore  ending  up  in  the  meat  case. 

Our  USDA-inspected  packinghouse  vacuum  packs,  tlash  freezes 
it,  and  then  we  ship  your  order  to  you  by  UPS. 

Another  way  to  tell  the  ditterence  between  Double  LL  beet  and 
most  supermarket  beet  is  by  its  color.  Supermarket  beet  that  has  been 

wrapped  in  plastic  is  likely  to  carry  more  bacteria  than  vacuum-packed  beet.  In  tact,  the  bright  red  colo.r  ot  supermarket 
beet  indicates  that  air  has  gotten  to  it,  reducing  the  time  it  will  stay  fresh.  Our  beet^s  naturally  darker  coKir  indicates  that 
oxygen  has  been  kept  out,  yet  its  moisture  has  been  retained  tor  more  flavorful  cooking 

We  offer  only  the  finest  cuts  such  as  buttery  soft  rib  steaks,  mouthwatering  filet  mignons,  tender  T-hone  steaks,  and 
lean  sirloins.  We  guarantee  that  Double  LL  beef  will  arrive  within  two  days  of  shipment  in  perfect  condition  and  perfectly 
aged.  Our  beet  is  priced  at  less  than  ordinary  mail-order  beet.  It  you  join  our  club  we  automatically  bill  your  major  credit 
card,  but  you  can  cancel  at  any  time  or  you  can  order  whenever  you  need  Double  LL  steaks. 

We  are  a  small,  family-run  ranch,  so  you  can  call  us  at  any  time  to  increase,  decrease,  or  cancel  your 
order.  Just  ask  for  Shelia,  Wanda,  Debbie,  or  me. 
Look  forward  to  hearing  from  you. 

Sincerely, 

DOUBLE  LL  RANCH 


I 
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m 
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'WEEK 


LINDA  LEON 


"My  17,000  acre  ranch  in  Montana 
stands  behind  the  Double  LL  brand'.' 


Double  I^te 


WORDEN.  M 


MONTANA  59088 


*  SPECIAL  TRIAL  OFFER  ★ 

10  MOUTH-WATERING  FILET  MIGNONS  (6  oz.  each) 

ONLY  $69.50  plus  $5.50  for  shipping  &  handling 

(Limit  1  shipment  only  per  address) 


CHOOSE  FROM  12  OTHER  ASSORTMENTS. 
FILET  MIGNONS,  INDIVIDUAL  STEAKS,  LAMB,  PORK  &  POULTRY 


CALL  TOLL  FREE  l-800'752'8996,  OR  WRITE: 
Double  LL  Ranch,  Star  Route,  Worden,  Montana,  59088 
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BONDS 

Dec.      June      Dec     Dec.  24-30 
420       1500  I   I   1470 


m 


-410  1400 


52-week  chang 
+27.2% 


  380  1100 

1 -week  change  52-week  change 


THE  DOLLAR 

Dec.      June      Dec.     Dec.  23-30 
100  I   I   85 


1440 

1436  23 


-t-4.6% 


+7.5% 


1-week  change 
+0.8% 


52-week  change 
-0.2% 


1-week  change 
+0.1  % 


RKET  ANALYSIS 


STOCKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

latest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 
OMPANIES  (Russell  1000) 
L  COMPANIES  (Russell  2000) 
OMPANIES  (Russell  3000) 

3163.9 
219.5 
187.9 
233.1 

4.7 
4.8 
5.6 
4.8 

21.2 
29.6 
42.7 
30  2 

Qn-DiY  TRFAMIDY  Rill  YIFID 
7u  i/ni  incHjuni  dill  iiclu 

30-YEAR  TREASURY  BOND  YIELD 

S&P  500  DIVIDEND  YIELD 

S&P  500  PRICE/EARNINGS  RATIO 

3.96% 
7.45% 
3,02% 
23  2 

3.87% 
7.52% 
3.17% 
22.1 

6.7% 
8.2% 
3.6% 
15.0 

UGN  STOCKS 

lotest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

weeK 

52-weelc 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  average 
Speculative  sentiment;  Put/call  ratio 
insider  sentiment:  Vickers  sell/buy  ratio 

386.2 
49.5% 
0.32 
1.75 

384  9 
39.7% 
0.49 
1.86 

Positive 
Neutral 
Neutral 
Positive 

ON  (FINANCIAL  TIMES  100) 
)  (NIKKEI  INDEX) 
NTO  (TSE  COMPOSITE) 

2420.0 
22,983.8 
3505.9 

3.2 
5.5 
3.8 

13.7 
-3.6 
8.2 

PUSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC. 

t-WEEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

tCHINE  TOOLS 

40.5 

20.6 

CINCINNATI  MILACRON 

54  1 

9.3 

1  1  3/4 

MEBUIIDING 

29.8 

86.4 

KAUFMAN  &  BROAD  HOME 

33.6 

98.6 

17% 

UTH  CARE  SERVICES 

20.9 

68.8 

MANOR  CARE 

29.2 

51.8 

26 

ZINGS  AND  LOANS 

19.3 

48.1 

GOLDEN  WEST  FINANCIAL 

20.4 

69.7 

42 

)  SMETICS 

19.0 

52.9 

GILLEnE 

24.9 

71.8 

53  1/4 

t-WEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

% 

4-week 

change 

52-week 

Price 

:  LD  MINING 

-10.8 

-22.9 

PLACER  DOME 

-17.7 

-39.2 

9  % 

\L  ESTATE  INVESTMENT  TRUSTS 

-6.7 

6.5 

LOMAS  &  NEnLETON  MORTGAGE 

-28.6 

-52.4 

1  Va 

.  AND  GAS  DRILLING 

-5.0 

-40.7 

HELMERICH&  PAYNE 

-9.1 

-27.2 

18  % 

1  rURAL  GAS  DISTRIBUTION 

-4.4 

-18.6 

ARKLA 

-18.3 

-40.5 

11  3/4 

)  MESTIC  OIL 

-4.4 

-17.6 

SANTA  FE  ENERGY  RESOURCES 

-25.9 

-47.8 

7  'A 
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MORNINGSTAR  INC. 


ERS 

teek  total  return 

% 

LAGGARDS 
Fouhweek  total  return 

% 

EARSON  MULTIPLE  OPPORTUNITIES 
M  CAPITAL  DEVELOPMENT 
M  STOCK  APPRECIATION 

23.8 
17.5 
14.8 

STRATEGIC  INVESTMENTS 
UNITED  SERVICES  GOLD  SHARES 
STRATEGIC  GOLD/MINERALS 

-14.4 
-13.8 
-13.6 

ek  total  return 

% 

52-week  total  return 

% 

PENHEIMER  GLOBAL  BIO-TECH 
M  CAPITAL  DEVELOPMENT 
ERICAN  HERITAGE 

1 1 1.9 
98.6 
95.8 

STRATEGIC  GOLD/MINERALS 
FIDELITY  SELECT  ENERGY  SERVICE 
RUSHMORE  PRECIOUS  METALS  INDEX  PLUS 

-27.3 
-22.8 
-21.8 

S&P  500 
4-week  total  return 


1^  Average  fund 
52-week  total  return 


rr 


TIVE  PORTFOLIOS 


DATA  RESOURCES  INC, 


r  amounts 
isent  the  present 
!  of  $10,000 
ted  one  year  ago 
ch  portfolio 

ntages  indicate 
ay  total  returns 


U.  S. stocks 
$12,511 

■t-4.33% 


Ti-easury  bonds 
$11,708 

-t-2.33% 


Foreign  stocks 
$11,142 

-1.65% 


nil 


Money  market  fund 
$10,522 

+0.09% 


Gold 
$9,539 

0.00% 


1  on  this  page  are  as  of  market  close  Monday,  Dec.  30,  1 99 1 ,  unless  othei^vise  indicated  Industry 
include  S&P  500  companies  only;  performance  and  shore  prices  are  as  of  market  close  Dec.  2/. 


Mutual  fund  returns  are  as  of  Dec.  27.  Relative  portfolios  ore  valued  as  of  Dec.  24.  A  more  detailed 
explanation  of  this  page  is  available  on  request. 
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THE  WEST  THAT  CAH  SAY 
YES  TO  YELTSIH 


The  dissolution  of  the  Soviet  Union  presents  the  U.  S. 
and  the  West  with  enormous  opportunities,  as  well  as 
many  perils.  The  trappings  of  Soviet  power,  including 
ultimate  control  of  the  world's  biggest  nuclear  arsenal,  have 
been  assumed  by  Russian  President  Boris  Yeltsin.  Now 
Yeltsin  is  trying  the  most  dangerous— yet  most  necessary- 
step  toward  building  a  market  economy:  removal  of  nearly 
all  price  controls  in  Russia. 

If  all  goes  as  planned,  goods  will  flood  into  stores  because 
prices  will  no  longer  be  set  artificially  low.  But  if  the  goods 
don't  show  up  in  quantity,  there  could  be  bloody  riots,  a  les- 
son learned  the  hard  way  by  Nikita  Khrushchev  when  he 
tried  limited  price  hikes  in  1962.  Should  violence  erupt, 
hopes  of  progress  toward  greater  democracy  and  increasing 
modernization  of  the  economy  could  be  drastically  dimmed. 

That's  why  President  Bush  has  proposed  an  emergency 
conference  later  this  month  to  coordinate  Westeni  aid  to  the 
former  Soviet  Union.  His  initiative  should  be  applauded, 
provided  it  results  in  prompt  and  truly  useful  assistance. 
Others  have  proposed  a  neo-Marshall  Plan,  but  such 
grandiose  schemes  aren't  realistic.  After  World  War  II,  the 
victorious  Allies  controlled  the  political  show  in  vanquished 
Germany  and  Japan.  Today,  the  West  has  no  such  clout  in 
the  former  Soviet  Union. 

What  kind  of  aid  then?  The  most  cost-effective  way  would 
be  a  currency  stabilization  fund  financed  by  major  free- 
market  powers.  A  ruble  fund  is  the  most  promising  way  to 
support  long-term  change.  That  could  be  achieved  by  form- 
ing a  currency  board  to  issue  a  new  money  supply  or  a  re- 
made ruble  backed  by  a  monetary  stabilization  fimd  made  up 
of  hard  currencies— including  the  mark,  dollar,  and  yen.  Big 
money,  up  to  $15  billion,  would  be  needed  for  the  fund. 
Raising  such  a  sum  wouldn't  be  easy  in  today's  recessionary 
climate.  But  the  burden  would  be  eased  if  major  powers 
such  as  Germany,  the  U.  S.,  and  Japan  all  kicked  in— while 
also  setting  up  monetary  controls  to  protect  the  fund.  A 
hard  ruble  would  do  much  to  cement  the  new  common- 
wealth. 


AMERICA'S  NEW  EDGE  IS 
lOW-COST  CAPITAL 


With  the  decisive  cut  in  the  discount  rate  from 
4.5%  to  3.5%  on  Dec.  20,  the  Federal  Reserve 
Board  and  ChaiiTnan  Alan  Greenspan  have  shown 
dramatically  that  they  will  no  longer  pussyfoot  around  how 
to  get  the  stagnant  economy  moving  again.  Much  has  been 
made  of  the  impact  the  cut  may  have  on  con.sumer  confi- 
dence, and  hence  spending.  But  the  real  benefit  of  the  new, 
vigorous  Fed  action  will  come  from  the  effect  it  has  on 
business  investment  and  the  direct  stimulative  effect  busi- 
ness investment  has  on  generating  economic  growth. 


P 


The  cut  by  the  Fed  lowers  the  cost  of  capital  for  busine; 
in  two  ways.  It  lowers  the  interest  rate  at  which  compani 
can  borrow,  either  from  banks  or  by  issuing  their  ow 
bonds.  Second,  by  giving  the  stock  market  a  shot  in  the  an 
the  cost  of  capital  raised  by  selling  equity  has  been  drasi 
cally  reduced.  It  is  much  cheaper  to  sell  equity  right  now  b 
cause  with  stock  prices  higher,  companies  have  to  give  i  i 
fewer  shares  to  raise  the  same  amount  of  cash.  This,  inc  i 
dentally,  gives  the  U.  S.  an  enormous  competitive  advantaj  i 
because  the  Japanese  stock  market  is  hovering  around  i 
1991  low.  In  addition,  debt-laden  corporations  can  relique 
their  balance  sheets  by  refinancing  their  existing  debts 
lower  rates,  thus  freeing  up  cash  flow  for  investme 
(page  23). 

Now  is  the  time  for  U.  S.  companies  to  invest  for  gro' 
The  bean  counters  have  had  their  day:  U.  S.  companies  a 
not  going  to  generate  growth  by  cost-cutting  alone.  T 
best  way  to  guarantee  growth  is  for  business  to  inve: 
Over  the  short  run,  that  will  ensure  a  recovery.  Long 
term,  it  will  get  U.  S.  business  back  on  track  toward  great 
competitiveness  and  productivity. 


FOR  JAPAN  AND  THE  U.S., 
IT'S  TIME  TO  TANGO  f 


Pr"esident  Bush's  original  goal  for  his  visit  to  Japan  w 
to  encourage  Tokyo  to  play  a  more  active  role  as 
"global  partner"  with  the  U.  S.  Instead,  the  Jan 
visit  has  been  turned  into  a  trade  mission  with  the  additi 
of  21  corporate  chiefs.  With  this  entourage.  Bush  hopes 
defuse  critics'  charges  that  he  has  been  ignoring  U.  S.  e( 
nomic  problems— including  the  $41  billion  1991  trade  defi 
with  Japan. 

If  Tokyo  continues  its  reluctance  to  peel  back  its  many-' 
ered  barriers  to  imports  fi-om  the  U.  S.,  the  trip  will  oi 
give  fi-esh  ammunition  to  U.  S.  protectionists.  To  help  bre 
the  deadlock,  the  U.  S.  should  drop  one  key  demand:  tl 
Tokyo  open  its  highly  protected  rice  market  to  impor 
For  the  U.  S.,  rice  is  only  one  of  many  agricultural  exp( 
commodities,  but  for  Japan  it  is  an  emotive  issue  becai 
rice  is  a  symbol  of  Japanese  culture  as  well  as  a  basic  foi 

In  addition,  U.  S.  leaders  should  acknowledge  that  Jaf 
is  not  to  blame  for  many  of  America's  trade  problems, 
eluding  the  low  levels  of  U.  S.  savings  and  investment.  In 
turn,  Japanese  leaders  must  recognize  that  fast  action 
curb  that  country's  trade  surplus  is  essential  in  order 
head  off  a  political  backlash  in  the  U.  S.  Tokyo  has  oft 
promised  but  failed  to  deliver  on  market-opening  measure 
from  fair  treatment  for  U.  S.  suppliers  by  Japanese  gj 
ernment  agencies  to  stepped-up  spending  on  housing 
roads  to  spur  import  demand. 

In  world  trade,  it  is  simply  untenable  for  one  countryi 
rack  up  huge  surpluses  year  after  year.  Both  the  U.  S 
Japan  need  each  other,  and  both  sides  have  legitimate  c 
plaints.  The  U.  S.  must  take  the  necessary  steps  to  rest' 
long-term  competitiveness.  And  Japan  must  do  more  to 
temationalize  its  economy  and  raise  the  standard  of  livini 
its  people.  It  takes  two  to  tango.  Let  the  dancing  begin 
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With  NCR  in  hand,  ysi: 
he's  out  to  realize  the^ 
elusive  dream  of 
uniting  computers  and 
telecommunications 


asting  impnic 


The  all-new  Buick  Skylark 

We  asked  California 
artist  Ed  Lister  to 
capture  it  on 


You  decide.  But  when  you  see  the 
completely  redesigned  1992  Skylark, 
we  think  it  will  make  a  strong  and 
positive  impression  on  you. 

Impressive  Control. 

An  all-new  Adjustable  Ride  Control 
system*  lets  you  select  the  ride  you 
desire:  soft,  for  a  comfortable  ride, 


sport,  or  an  automatic  setting  that 
selects  the  best  suspension  feel  at 
varying  speeds. 

Quality  and  Convenience. 


Buick  quality  is  evident  throughoi 
the  new  Skylark  in  thoughtful 
touches  like  rear-seat  ventilation/ 
heat  ducts,  and  the  extensive  use  S 


ion  for  the  nineties. 


)f  I  ided  galvanized  steel  to  fight 
sion.  This  quality  feature  is 
backed  by  a  6-year/ 


100,000-mile  rust-through  warranty. 

Advanced  Safety. 

Every  Skylark  gives  you  the 
smooth-stopping  control 
of  anti-lock  brakes,  and  the 
security  of  power  door  locks. 


Powerful  Performance 

The  standard  fuel-injected  3300  V6 


in  the  Skylark  GS  delivers  160  horse- 
power and  185  foot-pounds  of 
torque  for  smooth, 
confident  power. 

For  more 
information  on 
our  latest  work 

of  art,  call 
1-800-435-5552. 
Or 
better  yet. 


visit 

your  Buick 
dealer 
take 
a  test  drive 

'Standard  o 
•See  your  d 
of  this  !im 


ft 


Or 


^       Buckle  up,  America! 
TJ     (&1991  GM  Corp.  All  rights  reserved, 
^kyla/k  is  ajggistered  trademark  of  GM  Corp, 
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Bagging  NCR  helps.  But  when  will 
Allen  reach  out  and  touch  his  dream? 

58  A  LOT  OF  REWIRING 

Bob  Allen's  overhaul  at  AT&T 

63  THE  SWEETEST  SOUNDS 

AT&T  and  NCR:  The  duet  works  so  far 


Top  of  the  News 


26  LIGHTENING  THE  DEBT  LOAD 

Big  companies  refinance  with  a 
vengeance 

28  COMMENTARY 

When  will  Bush  stop  thinking  small 
on  Japan? 


29  ECONOMISTS  TURN  ACTIVIST 

Public  policy  prescriptions  abounded 
at  this  year's  AEA  meeting 

30  MANNING  THE  WORKSTATIONS 

Computer  makers  are  rolling  out 
new  models — and  slashing  prices 

3 1  LOOKING  SHARP  IN  CIVVIES 

Harris'  $1.66  billion  air-traffic  deal 
will  help  it  kick  the  defense  habit 

32  COMMENTARY 

Is  double  taxing  a  bad  idea?  Yes. 
Does  Washington  want  to  know?  No 

32  'I'M  FRIGHTENED  FOR  MY  LIFE' 

The  FD.A's  action  on  breast 
implants  will  spur  more  lawsuits 

36  HEARTBREAK  HOTELS 

In  the  winter  of  tourism's  discontent, 
there  are  bargains  galore 

38  THE  INS  AND  OUTS  OF '92 

Downwardly  mobile  professionals? 
Macaroni  and  cheese?  What  gives? 

40  IN  BUSINESS  THIS  WEEK 

Bristol-Myers,  the  Postal  Service, 
Sematech  and  LSI  Logic,  TV  ghosts, 
timing  a  divorce,  Sears,  Northrop 


International  Business 

44  THE  COMMONWEALTH 

So  many  independent  states,  so 
many  new — and  sometimes 
troublesome — rules  for  Western 
investors 

45  EASTERN  EUROPE 

Poland,  Czechoslovakia,  and 
Hungary  will  provide  the  former 
Soviet  republics  with  sketchy 
roadmaps  to  the  market  economy 

49  FOREIGN  AID 

Bush  is  making  a  reluctant 
turnaround  and  lobbying  for  more 
help  for  the  former  Soviet  Union 

53  INTERNATIONAL  OUTLOOK 

The  other  war  against  Vietnam  is 
almost  over — as  Bush  prepares  to 
quietly  scrap  the  U.  S.  embargo 

Economic  Analysis 

18  ECONOMIC  VIEWPOINT 

Kuttner:  With  government  hogging 
scarce  capital,  'crowding-out'  has 
business  up  against  a  wall 


26   A  STAMPEDE  FOR  CHEAPER  MONEY: 
FROM  WALT  DISNEY  CO.  TO 
DEBT-LADEN  LBOs,  EVERYONE  IS 
CASHING  IN  ON  LOW,  LOW  INTEREST 
RATES  AND  A  BULL  MARKET 


72   THE  YIELD  TRAP: 

WITH  RATES  PLUMMETING,  INVESTORS 
ARE  IN  SEARCH  OF  GREENER 
PASTURES.  ON  THE  WAY,  THEY  MUST 
NEGOTIATE  A  LABYRINTH  OF  RISKS 


96   A  HUNGRY  'BARRACUDA': 

THOMAS  GRAHAM  MAY  HAVE  LEFT 
U.  S.  STEEL  FOR  LITTLE  WASHINGTON 
STEEL  CORP.,  BUT  HE  CERTAINLY 
HASN'T  MELLOWED  ANY 


22 


23 


43 


66 


70 


72 


78 


ECONOMIC  TRENDS 
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ail  the  answers.  Does  he? 

Labor 

CHEAP  LABOR,  FEW  STRINGS 

A  $4  billion  federal  job-training 
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AIMS  TO  BOOST  SALES  WITH  THE 
BARGAIN  400E— A  MERE  $55,800 


The  Corporation 
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PRODUCTION 

Chonge  from  lost  week:  -0,4% 
Change  from  last  year:  0,6% 

1967=100  (four-week  moving  average) 


LEADING 

Change  from  last  week:  -0.1% 
Change  from  lost  year:  -2.0% 


220. 
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174  3 


170 


165 


215  . 
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206.0 


IIIIIMu] 


Dec.  21 
206.2r 


Apr 
1991 


Aug 
1991 


1990  1991  1991  1991 

The  production  index  fell  for  the  week  ended  Dec,  28.  Seasonolly  adjusted  output  of 
electric  power,  coal,  poper,  lumber,  and  rail-freight  traffic  decreased  Steel  and 
crude-oil  refining  output  increased,  while  poperboard  production  was  unchanged- 
Plant  closings  for  the  Christmas  holiday  meont  no  auto  or  truck  production.  Before 
colculation  of  the  four-week  moving  average,  the  index  fell  to  168.9  from  177,2.  In 
December,  the  index  declined  to  174.3,  from  November's  177  6 

BW  production  index  copyright  1  992  by  McGraw  Hill  Inc 


Apr 
1991 


Aug 
1991 


Dec 
1991 


The  leoding  index  was  little  changed  for  the  week  ended  Dec.  28.  Stock  prices^ 
were  sharply  higher,  reflecting  the  recent  Wall  Street  roily  Bond  yields  were  lower, 
ond  business  foilures  fell  On  the  negative  side,  the  growth  rates  for  M2  and 
materials  prices  deteriorated.  Data  for  real  estate  loans  were  unavailable.  Before  i 
calculation  of  the  four-week  moving  average,  the  index  increased  to  206.5  from 
205.8,  For  December,  the  index  stood  at  206,  down  from  207.1  in  November. 
Leading  index  copyright  1  992  by  Center  for  Internolionol  Business  Cycle  Research 
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LEADING  INDICilTORS  ] 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

Latest 
week 

Week 
ago 

%  Chang! 
year  ag| 

STEEL  |l/4|lhous.  of  net  tons 

1,776 

1,639# 

5.3 

STOCK  PRICES  (i/3)S&P500 

417.20 

401.86 

28..' 

AUTOS  |l/4|  units 

29,175 

0# 

-52.9 

CORPORATE  BOND  YIELD,  Aaa  (i/3) 

8. 1 7% 

8.22% 

-9.. 

TRUCKS  |1/4|  units 

17,009 

0# 

-49.9 

INDUSTRIAL  MATERIALS  PRICES  (i/3) 

93  4 

92.9 

-6.( 

ELECTRIC  POWER  (1/4|  miNions  of  kilowatt-hours 

52,993 

52,51 1# 

-5.5 

BUSINESS  FAILURES  (12/27) 

229 

394 

-42.1 

CRUDE-OIL  REFINING  {i/4)thous  ofbbl./day 

13,243 

13,461# 

7.8 

REAL  ESTATE  LOANS  (12/25)  billions 

NA 

S394.5 

N> 

COAL  (12/281  thous.  of  net  tons 

13,093# 

20,319 

12.4 

MONEY  SUPPLY,  M2  (12/23)  billions 

$3,398  8 

$3,406.7r 

2.: 

PAPERBOARD  (12/28)  Ihous  of  tons 

749. 1# 

795. 9r 

6.8 

INITIAL  CLAIMS,  UNEMPLOYMENT  (i2/2i)thous. 

438 

467 

-15  ( 

PAPER  ( 1 2/28)  Ihous.  of  tons 

717.0# 

783.0r 

1.8 

Sources:  Standard  &  Poor's,  Moody's,  Journal  of  C 
iradstreet  (failures  of  large  companies),  Federol  Reserve  1 
usts  data  on  business  failures  and  real  estate  loans 

ommerce  (index:  1980=100),  Dun  ; 
ioord.  Labor  Dept.  CIBCR  seasonally  ac 

LUMBER  (12/28)  millions  of  ft. 

216. 3# 

482.4 

55  9 

RAIL  FREIGHT  (12/28)  billions  of  ton-miles 

14. 1# 

21.0 

15.6 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Elec 

A — .....  D..». .in    E  ri^^i     A^^y.^^^  D  ..r  !«.»:»..»..    \AAA/DA  '  CEDA^ 

ric  Institute, 
Association 

MONTHLY  ECONOMIC  INDICATORS  1 

miiciii-ui,  1  dii.>iC7uiii  iii^iiiuic,  L.iici^^  L^c^i.,  r^iiiciii-uii  i 

of  American  Railroads 

Latest 
month 

Month 
ago 

%  Change 
year  agt 

■  j.rijM.'li^jlM.'MMM 

■ 

BUSINESS  WEEK  PRODUCTION  INDEX  (Dec ) 

174.3 

177.6r 

o.< 

Latest 

Week 

Year 

BUSINESS  WEEK  LEADING  INDEX  (Dec ) 

206.0 

207.  Ir 

-2 

week 

ago 

ago 

CONSTR.  SPENDING  (Nov.)  annual  rote,  billions 

S406  3 

$409.4r 

-5.! 

JAPANESE  YEN  (i/8) 

125 

126 

134 

NEW  HOME  SALES  (Nov.)  annual  rate,  thous 

520 

520r 

8  ; 

GERMAN  MARK  (i/8) 

1.51 

1  52 

1.53 

Sources:  BW,  CIBCR,  Census  Bureau,  Commerce  Dept. 

BRITISH  POUND  (i/8) 

1  87 

1.87 

1  91 

FRENCH  FRANC  (i/8) 

5  17 

5.19 

5.18 

1 

CANADIAN  DOLLAR  (i/8) 

1.14 

1.16 

1.15 

Latest 

Week 

%  Changi 

SWISS  FRANC  (1/8) 

1.35 

1.35 

1  29 

week 

ago 

year  094 

MEXICAN  PESO  |i/8)' 

3,051 

3,049 

2,949 

MONEY  SUPPLY,  Ml  (12/23) 

$898.5 

$898.4r 

8 ; 

BANKS'  BUSINESS  LOANS  (12/25) 

Sources:  Major  New  York  bonks.  Currencies  expressed  in 

units  per  U 

S.  dollar,  exce 

^t  for  British 

289  9 

291  9 

-10^ 

pound  expressed  in  dollors 

FREE  RESERVES  (12/25) 

l,333r 

486r 

-8.1 

NONFINANCIAL  COMMERCIAL  PAPER  ( 12/25) 

131.7 

134.9 

-8./; 

PRICES 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (1/8)  $/troyoz 

350  600 

353.150 

-9  4 

STEEL  SCRAP  (l/7)  #1  heavy,  $/lon 

94.00 

94.00 

-113 

FOODSTUFFS  (l/6)  index,  1967=100 

201.2 

204.6 

-2.7 

COPPER  (1/4)  c/ib. 

1012 

102.0 

-16  6 

ALUMINUM  (i/4)c/lb 

51.5 

51.3 

-27.8 

WHEAT  (1/4)  #2  hard,  $/bu. 

4.20 

4.16 

53.8 

COTTON  (1/4)  strict  lov/ middling  1-1/16  in.,  C/lb. 

53.79 

52.23 

-23.2 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  B 
Week,  Kansas  City  market,  Memphis  market. 

jreau,  Metals 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  which  are  expressed  for  cj 
two-week  period  in  millions)  I 


MONEY  MARKET  RATES 


latest 

Week 

Yeai 

week 

ago 

ogi 

FEDERAL  FUNDS  (i/7) 

3.67% 

4.19% 

6.40% 

PRIME  (1/8) 

6.50-7.00 

6  50 

9.50 

COMMERCIAL  PAPER  3-MONTH  (i/7) 

4.06 

4.53 

7.15 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (i/8) 

3.94 

4.30 

7.30 

EURODOLLAR  3-MONTH  (i/4) 

4.16 

4.31 

7.41 

Sources:  Federal  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicotors  are  seasonally  adjusted  in  computing  the  BW  index  (chort);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment 
1  =  Western  Wood  Producrts  Assn.     2  =  Southern  Forest  Products  Assn.     3^f  ree  market  value     NA  =  Not  available        revised     NM  =  Not  meoningful 
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FAIRFAX  COUNTY. 
FUEUD  BY  AN  INEXHAUSTIBLE 
SUPPLY  OF  WON!  ANPOWER, 
MANPOWER  AND  BRAINPOWER. 


So  who  is  working  for  the 
many  successftil  companies  located  in 
Fairfax  County?  America's  best- edu- 
cated work  force,  that's  who. 

Companies  here,  such  as  EDS, 
RockweD  Intemational,TRW  Mobil,  and 
AT&T  tap  the  largest  pool  of  PhD.s  in 
the  country,  more  than  20,000  strong. 
And  96^^  of  all  adults  in  the  County 
have  high  school  degrees,  while  55* 
have  graduated  from  college. 

Many  more  continue  their  edu- 
cation at  George  Mason  University  or 
one  of  five  community  collie  campuses 
in  the  area. 


Importandy,  many  of  these 
minds  are  grown  right  here  in  one  of 
the  nation's  best  public  school  systems. 

Over  90*  of  these  graduates 
chose  to  continue  their  education, 
with  over  5,000  of  them  doing  so  here 
in  Virginia. 

And  on  it  goes.  Hie  best  and 
brightest  thrive  and  find  it  impossible 
to  think  of  leaving. 

If  you  find  yourself  attracted 
by  this  type  of  environment,  send  us 
the  coupon.  And  well  do  everything 
in  our  power  to  convince  you  to  move 
your  company  here. 


FAIRFAXCOUNTY, 
VIRGINIA 

Please  send  me  more  information  on  the  business 
advantages  of  Fairfax  County. 


Name_ 
Title 


Company, 
Address 

City  

Phone  


State 


_Zip_ 


L 


Fairfax  County  Economic  Development  Authority, 
8300  Boone  Boulevard.  Suite  450,  Vienna,  Virginia  22182 
Teleptione  (703)  790-0600.  Fax  (703)  893-1269.  gwi 


4A-CA 


tiiiifiig 


FOR  EVERY  PERSON  IN  ALASKA  THERE  IS  OVE]^ 
TttIS  MAY  BE  WHY  WE  LIKE  A  FEW  EXTRA  INCHES  0|£( 


IN  ALASKA,  OUR  MOST  abundant  commodity  is  space. 
Astonishingly  endless,  it  is  by  turns  lush  and  sparse. 
With  more  coastline  than  the  whole  continental  U.S. 


to  having  plenty.  And  they  don't  tolerate  doing  without  it 
If  we  made  people  do  without  adequate  legroon 
on  the  airline  named  for  Alaska,  we'd  probably 


We  think  some 
things  are  more  precious 

and  nearly  600,000  square  miles,  people  are  used       than  money  -  among  them,       he  given  a  quick  dose  of  frontier  justice. 

your  knees.  So  we  give 
you  a  couple  of 
inches  more 


To  avoid  this,  we  do  what  we  think  is  the  decent  thing.  We  give  passengers 
couple  of  inches  more  legroom,  on  average,  than  the  major  U.S.  airlines  do. 

Small  as  it  seems,  that  couple  of  inches  can  keep  somebody's  seatback  off 
our  knees,  so  we  believe  it's  significant.  Tight  seating  is,  in  fact,  often  cited  as 


the  No.l  complaint  among  airline  travelers. 

However,  not  all  airlines  sympathize. 
They  directly  equate  revenues  with  the 
number  of  seats  on 
planes.  And  the  major 
airlines  have  been  known 
to  correlate  removing 
one  row  of  seats  from  coach  with  sums 
that  sound  like  gross  national  products 
to  some  of  us. 

We  think  you  care  more  about  your 
knees  than  about  airline  revenues.  And  in 

generous  legroom,  our 
passengers  consistently  rate  Alaska  Airlines 
the  best  in  the  United  States.  The  readers 
of  Conde  Nast  Traveler  have  rated  us  No.l 
three  years  running. 

To  us,  more  legroom  and  fewer  seats 
are  simply  good  business.  Considering  the 
standards  for  space  where  we  come  from, 
they're  also  the  only  thing  that  makes  sense. 

To  fly  with  us  on  your  next  West 
Coast  business  trip,  contact  your  travel 
agent  or  call  us  at  1-800-426-0333.  And 
experience  the  Alaska  of  airlines. 


Frankly  Fenton,  when  I  named 
you  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind. 


EXCESS 

and 

DBSOUTE 
IKVeNfORV 


Turn  your  excess  inventory  into 
a  substantial  tax  break  and  help 
send  needy  kids  to  college  as  well. 

Call  for  your  free  guide  to  learn  how 
donating  your  slow  moving  inventory  can  mean 
a  generous  TAX  WRITE  OFF  for  your  company. 


Call  708-690-0010 
Peter  Roskam 

Executive  Director 


P.O.  Box  3021,  Glen  Ellyn,  IL  60138  FAX  (708)  690-0565 
Excess  inventory  today... student  opportunity  tomorrow 
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DEREGULATE  EUROPE'S  SKIES,  TOO? 
LEAVE  BAD  ENOUGH  ALONE 

Regarding  "Free  European  carriers 
from  U.  S.  barriers"  (Editorials, 
Dec.  9):  Even  those  airlines  that  have  so 
far  survived  deregulation  would  be  se- 
verely— if  not  mortally — hurt  if  foreign 
airlines,  almost  all  of  which  are  owned 
or  subsidized  by  their  governments, 
were  to  start  going  head-to-head  with 
U.  S.  airlines  on  our  domestic  routes. 

As  we  begin  to  address  the  issues  of 
globalization,  let's  keep  in  mind  the  les- 
sons we  learned  from  past  mistakes.  The 
1980s  were  extremely  painful  for  U.  S. 
airline  employees.  Almost  all  major-air- 
line pilots  working  today  have  suffered 
through  the  disruptions  caused  by  merg- 
ers, and  a  significant  proportion  of  those 
pilots  have  had  at  least  one  of  their  car- 
riers go  bankrupt. 

With  the  cessation  of  operations  at 
Braniff,  Eastern,  Midway,  and  Pan  Am, 
thousands  of  pilots  and  hundreds  of 
thousands  of  other  former  airline  em- 
ployees are  unemployed. 

We  can't  help  but  believe  that  these 
mergers  and  bankruptcies  were  the  con- 
sequences of  a  hasty  and  poorly  imple- 
mented deregulation.  Few  if  any  of  us 
have  seen  any  improvements  to  our  air 
transportation  system  that  have  been 
real  and  lasting. 

So  we  are  alarmed  by  those  who  call 
for  rapid  international  deregulation. 
Let's  not  repeat  on  an  international  scale 
the  mistakes  we've  made  on  a  national 
scale! 

J.  Randolph  Babbitt 
President 
Air  Line  Pilots  Assn. 

Washington 


VOTES  OF  NO  CONFIDENCE 

FOR  'THE  NEW  IBM'  

Your  article  "The  new  IBM"  (Cover 
Story,  Dec.  16)  pointed  out  that, 
rather  than  attending  a  major  computer 
industry  meeting  on  Dec.  3,  1991,  John 
Akers  "stayed  behind  in  Armonk,  N.  Y., 
to  put  the  finishing  touches  on  his  reor- 
ganization plan." 

If  he  were  truly  decentralizing  the  de- 
cision-making process,  the  executives  in 


charge  of  the  new  "freestanding,  semi- 
dependent  operations"  would  be  deter- 
mining staffing  levels  of  their  operations 
as  they  see  fit.  Why  tie  the  hands  of  the 
new  decision-makers?  Profits  will  be  less 
than  maximized  when  decisions  are 
made  in  a  rigid  fashion  at  the  Armonk 
headquarters. 

Thomas  J.  Keefe 
Assistant  Professor  of 
Business  Administration 
Indiana  University  Southeast 
New  Albany,  Ind. 

■ invested  in  IBM  primarily  for  my 
daughter's  college  education.  My  ra- 
tionale was  that  I  was  doing  the  right 
thing  by  switching  from  a  speculative 
stock  to  a  safer,  solid-growth  company.  I 
now  regret  my  decision;  my  broker  had 
recommended  that  I  steer  clear  of  IBM. 

The  clincher  came  when  I  read  that 
Chairman  Akers'  proposed  changes  for 
IBM  would  be  gradual.  Here  is  a  former 
Marine  fighter  pilot  who  I  thought 
would  take  an  ax  to  IBM's  problems:  In- 
stead, he  brought  only  a  nail  clipper. 
Here  is  a  chief  executive  who  goes  to 
Europe  and  Japan  to  make  upbeat  pro- 
nouncements but  who  finally  admits  that 
all  is  not  well  with  Big  Blue. 

It  took  a  few  minutes  of  soul-search- 
ing for  me  to  finally  decide  to  call  my 
broker  and  instruct  him  to  clear  up  my 
portfolio  of  any  and  all  shares  of  IBM 
stock.  The  shares  sold  at  the  lowest 
price  in  12  years,  and  I  got  about  60$  on 
the  dollar. 

But  I  think  that  inaction  on  my  part 
would  have  been  the  worst  path.  I  wish  I 
had  never  heard  of  the  company. 

Humberto  A.  Calderon 
Tampa 

SUBSIDIES  FOR  FOREIGN  STUDENTS 
ARE  THE  PRICE  OF  EXCELLENCE 

Regarding  the  letter  to  the  editor 
"Why  subsidize  the  foreign  stu- 
dent?" (Readers  Report,  Dec.  9)  by  John 
A.  Hennessy;  His  characterization  of  fi- 
nancial aid  to  foreign  students  as  "subsi- 
dy" is  completely  inaccurate. 

International  students  studying  in  the 
premier  educational  institutions  in  Amer- 
ica are  selected  through  an  extremely 
competitive  admission  process,  often 
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Not  Long  Ago,  Business  Partnerships 
/Vere  Designed  To  Have  A  Profound  Impact 
On  The  Marketplace. 


In  the  past,  the  word  partnership 
carried  a  foreboding  connotation. 
Because  many  partnerships 
were  created  to  knock  competitors  out, 

rather  than  allow  co-operators  in. 
At  Novell,  we're  determined  to  change 
all  that.  Sure,  we're  a  market  leader. 

In  fact,  more  different  kinds  of 
computers  talk  to  each  other  through 
Novell  NetWare'' than  any  other 
network  software  on  earth. 
But  just  being  a  leader  is  not  enough. 
That's  why  we  form  partnerships 
on  the  behalf  of  customers. 
And,  manifestly,  information  is  shared, 
co-operation  is  insured,  and  customers' 

needs  are  met.  What's  more, 
we  use  our  market  leadership  to  help 

anyone  who  can  use  it.  Anyone. 
We  call  that  "responsible  leadership." 
It's  not  a  new  concept. 
It's  not  something  we  invented. 
It's  simply  something  we  do. 


MOVE  L  L. 


The  Past,  Present,  and  Future  of 
Network  Computing. 
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GLOBE'92 
is  the  only  fully 
integrated  conference  ^ 
^iw^  trade  fair  promoting  \ 
practical  solutions  to  resolve 
the  conflict  between  a  healthy 
environment  and  a  thriving 
economy. 

At  this  international 
meeting  and  marketplace, 
you  will  come  face  to  face 
with  the  people  and  products 
at  the  leading  edge  of 
sustainable  development  and 
environmental  management 
from  around  the  world. 

GLOBE'92  offers  participants 
substantial  benefits: 

At  the  Conference: 

•  network  with  influcntijU  decision- 
makers from  around  the  wbrld. 

•  participate  in  the  shaping  of  policy 
and  decisions  leading  to  change. 

•  learn  how  to  develop  corporate 
strategies  to  meet  environmental 
challenges. 

•  study  leading-edge  technological 
lutions  and  processes  at  work. 


At  the  Trade  Fair:  H^HI 

•  see  more  than  700  ^M^^^ 
international  exhibits,  show-  >^ 
casing  the  latest  products,  ^ 
services  and  technologies  from  all 
environmental  management  sectors. 

•  attend  technology  demonstrations 
•and  product  application  seminars. 

•  utilize  an  international  business 
centre,  a  business  dating  service 
and  extensive  product/exhibitor 
information  systems. 

Who  will  be  at  GLOBE'92? 

•  participants  from  80  countries 
representing  business,  government, 
industry,  environmental  groups  and 
international  organizations. 

•  350  conference  speakers,  including 
Frank  PopofF,  President  &  CEO  of 
The  Dow  Chemical  Company  and 
Sir  Shridath  Ramphal,  President  of 
the  International  Union  for  the 
Conservation  of  Nature. 

•  700  trade  fair  exhibitors  from 
over  20  countries,  featuring  16 
national  pavilions. 


So  for  down-to-earth  solutions  and 
exciting  opportunities  for  business 
and  the  environment  -  be  sure  to 
attend  GLOBE'92. 

Global  Opportwnilivs  foi* 
Bmitiow  CHid  liic  Enviponmoiit 

Honorary  "Patron: 
The  Honorable  Gro  Harlem 
Brundtland  Prime  Minister  of  Norway 
and  Chair  of  the  World  Commission  on 
Environment  and  Development 


GLOBE'92 

Suite  601,  535  Thurlow  Street, 
Vancouver,  British  Columbia 
Qanada  V6E  3L6 


DAn't  Mice  It!  Far  M« 


iracterized  by  implicit  admissions  quo- 
•  and  tiie  like. 

Koreign  students  represent  the  cream 
the  academic  systems  of  their  respec- 
e  countries,  and  on  average  surpass 
'  American  student  in  every  measure 
academic  performance. 
In  addition,  foreign  students  have 
K-h  to  contribute  to  the  diversity  at 
liege,  an  aim  that  every  American  col- 
re  professes  to  hold.  A  college  should 
lect  the  most  qualified  individuals 
im  its  application  pool. 
The  financial  aid  that  foreign  students 
ceive  is  not  subsidy,  it  is  the  price  that 
nerican  colleges  need  to  pay  [for  ex- 
llence]. 

Dipanjan  Chatterjee 
Amherst  College 
Amherst,  Mass. 

1^  s  a  foreign  student  in  an  excellent 
■^B-school  here,  I  was  both  surprised 
id  saddened  to  find  out  that  I  am  not 
elcome  by  many  of  the  Americans 
hom  I  love.  Therefore,  I  would  like  to 
but  [Hennessy's]  argument. 
I  spent  at  least  $40,000  a  year  for  two 
'ars  in  the  U.  S.  Since  foreign  students 
■e  not  allowed  to  work  here  or  receive 
ans  here,  the  amount  we  spend  con- 
ibutes  positively  to  the  U.  S.  balance  of 
ade. 

Many  foreign  students  work  for 
merican  companies  after  graduation 
id  help  expand  their  business  in  the 
orld  market.  More  important,  foreign 
udents  contribute  to  U.  S.  graduate 
liools  by  offering  a  different  perspec- 
ve  on  business.  I  believe  an  open-door 
jlicy  benefits  the  society. 

Kenichi  Okui 
Evanston,  111. 


S  EDSEL  FORD 
IDDING? 


'iMkKho  does  Edsel  Ford  think  he  is 
WW  kidding  ("Edsel  Ford:  T  want  to 
e  judged  on  my  ability',"  People,  Dec. 
)'!  Some  people  are  born  on  third  base 
nd  go  through  life  thinking  they  hit  a 
ciple. 

Mark  D.  Mishler 
Morristown,  N.  J. 

HE  REAGAN  YEARS: 
GROWTH  WAS  NOT  SO  GREAT 

Regarding  the  article  "Oh,  for  the 
Reagan  years  .  .  .  when  growth  was 
growth"  (Economic  Viewpoint,  Dec.  23): 
)f  course,  the  consumer  price  index  was 
iouble-digit  in  1981!  Has  [Paul  Craig] 
Roberts  forgotten  about  the  phony  "oil 
risis"  of  1979  that  nearly  doubled  oil 
irices? 

And  yes,  there  were  millions  of  new 


T.  Rowe  Price  International  Stock  Fund  has  outperformed  95%  of  all 
mutual  funds  for  the  10  years  ended  9/30/91  .*  It  mvests  in  established 
foreign  companies  to  enhance  your  return  potential  and 
diversify  your  investments. 
Call  for  a  free  guide.  Our  guide  to 
international  investing  discusses 
factors  you  should  consider  when 
investing  overseas,  including 
currency  fluctuations  and  other 
special  risks. 

$2,500  minimum.  ($1,000  for 
IRAs).  No  sales  charges. 


Call  24  hours  for  a  free  guide 
The  Basics  Of 
International  Investing 
1-800-541-6591 


T.Rowe Price,  lOOE,  Pratt  St. 
Balumore,  MD21202 
Send  The  Basics  Of  International 
Investing  guide,  and  a  prospectus 
with  more  complete  mformation, 
mcludmg  management  fees  and 
other  charges  and  expenses.  I  will 
read  the  prospectus  caretuUy 
hefore  I  mvest  or  send  money. 


Name 


Address 


City/State/Zip 


Phone       □  Home     □  Busmess 


Invest  With  Confidence 

T.RoweFWce 


'According  to  tipper  Analytical  Services,  Inc ,  which  ranked  International  Stock  Fund  #28  of  636,  #271  of  1,611,  and 
#967  of  3,054  funds  for  the  10-,  5-,  and  l-year  periods  ended  9/30/91,  respectively.  Past  performance  cannot  guarantee 
future  results  T  Rovi/e  Price  Investment  Services,  Inc ,  Distributor 
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NOW  YOU  Can  join  the  pga  tour 

Without  Quitting  your  Day  job. 

You'll  find  a  lot  of  people  bitten  by  tfie  golf  bug  tfiese  days.  Different  backgrounds,  different  ages,  different  abil- 
ities. Tfiough  few  of  us  are  fortunate  enougfi  to  actually  play  tfie  sport  for  a  living,  tfiere's  still  tfie  next  best  tfiing.  The 
PGA  TOUR  Partners  Program,  Everything  you  need  to  get  inside  the  PGA  TOUR.  Including  a  media  guide,  monthly 
newsletter  and  set  of  player  cards  to  keep  you  up-to-date  on  all  the  tournaments,  players  and  winning  strategies. 

There's  also  our  Partners  Team  Competition,  a  fantasy  golf  tournament  where  you  could  win  a  spot  in  a  PGA  TOUR 
Pro  Am.  Plus,  you'll  receive  information  on  vacation  getaways  to  play  exclusive  championship  courses. 

And  if  a  glimpse  behind  the  scenes  at  the  world  of  golf  isn't  enough  reason  to  join,  all  profits  will  go 
directly  to  charity.  So  you're  not  just  joining  for  your  interest,  you're  joining  for  someone  else's,  as  well. 

For  more  information,  call  1-800-547-9400.  It's  as  close  to  the  PGA  TOUR  as  most  of  us  will  ever  get. 


i!is  created  during  the  Reagan  years — 
III  most  were  low-paying  service  jobs, 
tiid  certainly,  the  average  family  in- 
line increased — but  much  of  that  was 
lie  to  the  increase  in  the  number  of 
I',  u-income  families. 
Roberts  seems  to  think  the  "excesses 
f  the  '80s"  were  beneficial  and  are  not 
rj  blame  for  our  current  economic  mess. 
5ut  those  "good  times"  were  built  on  a 
otten  foundation  of  debt,  sleaze,  and 
;reed.  The  chickens  have  now  come 
.ome  to  roost,  and  I  fear  we  ain't  seen 
lOthin'  yetl 

Jerry  J.  Ritter 
Springfield,  Ore. 

This  is  a  fine  example  of  "so  far,  so 
good"  analysis,  after  the  fellow  who 
ell  off  the  Empire  State  Building  and, 
is  he  passed  the  22nd  floor,  said:  "So 
ar,  .so  good!" 

John  E.  Ullmann 
Hofstra  University 
Hemjistead,  X.  Y. 

There  is  an  enormous  flaw  in  Roberts' 
column  on  growth  during  the  Rea- 
gan Administrations.  The  national  debt 
learly  tripled,  from  about  $700  billion  in 
l980  to  more  than  $2  trillion  at  the  end 
)f  1988. 

Interest  on  the  debt  is  now  almost 
'Our  times  what  it  was  in  1980,  and  it 
A'astes  nearly  a  fifth  of  the  federal  bud- 
jet.  I,  too,  could  live  like  a  king  for  a 
tew  years  if  I  could  be  allowed  to  spend 
3ther  people's  money  and  not  pay  it 
aack. 

Dennis  Chamot 
Executive  Assistant  to  the  President 
Professional  Employees  Dept. 

.•\FL-CI(J 
Washington 

WE  HAVEN'T  COME  SUCH 
A  LONG  WAY,  GARY 

Gary  Becker's  article  on  "Working 
women's  staunchest  allies:  Supply 
and  demand'  (Economic  Viewpoint,  Dec. 
2)  overstates  the  number  of  women  en- 
tering the  engineering  profession.  Un- 
fortunately, this  share  is  not  rapidly 
growing  but  has  been  relatively  stag- 
nant since  the  early  1980s,  according  to 
the  May,  1991,  Engineer/ ng  Manpower 
Bulletin,  "Women  in  Engineering." 

The  Society  of  Women  Engineers  is 
actively  working  to  counter  this  stagna- 
tion through  a  wide  variety  of  programs. 
Attracting  more  women  to  engineering 
makes  sense  for  employees  and  employ- 
ers. Women  in  the  engineering  field 
overwhelmingly  report  that  their  profes- 
sion is  respected,  their  jobs  are  interest- 
ing, and  that  they  do  important  work. 
Increased  visibility  for  the  many 


SPECmarks 


(New  Sun  SPECs?  Not  this  hot.) 


S  T  A  N  F  O  R  D 
UNIVERSITY 


A  N  N  O  i;  N  C  E  S    T  \\  E    19  9  2 

Stanford  Executive  Program 

June  2S  -  Aiioust  l4.  1992 

In  its  4lst  year,  the  Stanford  Executive  Program  counts  among  its 
altimni  many  distinguished  leaders  of  American  and 


international  busines,'' 


ss. 


Qualifications  include  senior  management  responsibility  and 
sponsorship  b\'  employer. 

For  information,  please  w  rite  or  call: 

Stanford  E.xecuti\  e  Program,  Graduate  School  of  Business, 
Stanford  University.  Stanford,  California  94^0S-S()1S 


Telephone:  (  (IS)  723-2921 


Fax:  (4 IS)  723-39SO 
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Attention  All  U-S-  Employers  And  Agricultural 
Recruiters  And  Referrers  For  A  Fee 

Revised  Employment  Eligibility  Verfication  Form  (Form  h9) 

A  revised  Employment  Eligibility  Verification  Form  (Form  1-9)  and  Handbook  for  Employers  (Form  M-274)  was 
distributed  through  the  Internal  Revenue  Service  to  over  6  million  employers  by  November  21,  1991. 

The  Immigration  and  Nationality  Act  requires  employers  to  hire  only  persons  who  may  legally  be  employed  in  the 
United  States  —  citizens  and  nationals  of  the  United  States  and  aliens  authorized  to  work.  The  revised  Form  1-9  has 
expanded  and  simplified  instructions  to  assist  employers  in  complying  with  the  employment  eligibility  verification 
requirements.  All  employers  must: 

•  Ensure  that  all  employees  fully  complete  Section  1  of  the  1-9  form  at  the  time  of  hire  —  when  the  employee  begins  to 
work;  and 

•  Review  acceptable  document(s)  and  fully  complete  Section  2  of  the  1-9  form  within  three  (3)  business  days  of  the 
hire. 

Other  requirements  include  properly  retaining  Forms  1-9,  as  well  as  making  them  available  for  inspection  by  officials 
of  the  Immigration  and  Naturalization  Service,  the  Department  of  Labor,  and  the  Office  of  Special  Counsel  for 
Immigration-Related  Unfair  Employment  Practices. 

In  addition,  the  law  prohibits  discrimination  with  respect  to  the  hiring,  the  recruitment  or  referral  for  a  fee,  or  the 
discharging  of  a  person  from  employment  on  the  basis  of  national  origin  or,  in  some  instances,  citizenship.  It  is  also  an 
unfair  immigration  related  employment  practice  for  an  employer  to  require  more  or  different  documents  for  purposes  of 
completing  the  Form  1-9,  or  to  refuse  to  accept  documents  that  reasonably  appear  on  their  face  to  be  genuine  and  to 
relate  to  the  individual  presenting  them. 

The  revised  Handbook  for  Employers,  which  includes  two  copies  of  the  revised  1-9  forms,  can  be  obtained  from  your  local 
office  of  the  Immigration  and  Naturalization  Service  or  from  the  Government  Printing  Office,  Washington,  D.C.  20402. 


For  recorded 
information  call: 
1-800-755-0777 


•It 


orlhwhile  contributions  made  by  engi- 
eers  to  society  will  help  to  make  this 
ireer  choice  more  desirable  for  both 
len  and  women.  In  order  to  meet  the 
jchnical  challenges  in  the  l)usiness 
orld  and  ensure  that  a  qualified  and 
•ained  work  force  is  available  in  the 
ature,  we  must  train  more  women  and 
linorities  as  engineers. 

Jill  S.  Baylor 
President 

Society  Of  Women  Engineers 
Denver 

||^  s  a  25-year-old  female  seeking  my 
P^MBA  and  studying  compensation 
lanagement,  I  was  appalled  at  Gary 
ecker's  claims. 

To  say  that  women  have  made  "rapid 
rogress  in  occupations  and  earnings 
jmpared  with  men  since  the  late  1970s" 

completely  untrue.  In  fact,  when  such 
ariables  as  experience  and  seniority  are 
eld  constant,  there  has  been  no  signifi- 
mt  improvement  whatsoever  in  2(l-i)lus 
ears. 

To  say  that  the  "glass  ceiling"  refers 
)  women  not  being  able  to  get  to  "the 
ery  top"  is  also  inaccurate.  In  fact, 
lany  women  are  finding  it  easy  to  get 
ired  but  difficult  to  move  above 
ntry  level.  This  is  also  a  "glass  ceiling" 
ffect. 

To  say  that  "women  advanced  most 
apidly  during  the  Reagan  and  Bush 
residencies"  and  therefore  civil  rights 
?gislation  and  the  women's  movement 
'ere  not  responsible  for  this  progress  is 
idicrous.  It  shows  no  respect  for  wom- 
n  and  leaves  no  doubt  about  Becker's 
olitical  leanings. 

To  claim  that  unpaid  parental  leave 
iscriminates  against  single  or  childless 
eople  and  is  inefficient  is  all  wrong.  It 
;  actually  much  more  efficient  to  allow 

trained,  competent  employee  to  have  a 
;ave  of  absence  than  to  force  him/her 
D  quit,  resulting  in  hiring  and  training 
osts  for  a  replacement.  Also,  single  or 
hildless  people  should  hardly  begrudge 
ne  new  parent  who  takes  this  leave.  I 
^ould  hardly  call  it  a  benefit  to  go  sev- 
ral  weeks  without  pay  while  recovering 
rom  childbirth  and  taking  care  of  a 
ewborn.  The  real  benefit  comes  at  the 
nd  of  the  leave,  when  the  parent  gets 
is/her  job  back  and  the  employer  gets 
he  valued  employee  back.  So  believe  it 
r  not,  Becker,  having  a  baby  is  not 
xactly  a  vacation. 

Stephanie  Kendall 
Bloomington,  Ind. 


etters  to  the  Editor  should  be  sent  to  Readers 
eport,  Business  Week,  1221  Avenue  of  the  Ameri- 
as.  New  York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
?lex:  12  7960,  Intl.  4998204.  All  letters  must  in- 
ude  on  address  and  daytime  and  evening  tele- 
hone  numbers.  We  reserve  the  right  to  edit  letters 
M  clarity  and  space. 


Turn  your 
excess  inventory 
into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 
to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 
for  your  company 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


,  excess 


P.O.  Box  .W21.  Glen  Ellyn,  IL  60138 
Fax  (708)  690-0565 

Excess  inventory  today  

student  opportunity  tomorrow 


Frankly  Fenton,  when  I  named 
\ou  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind. 
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BANKS,  BORROWERS,  AND  THE  ESTABLISHMENT:  A  REVISIONIST  ACCOUNT  OF 
THE  INTERNATIONAL  DEBT  CRISIS 

By  Karin  Lissakers 

Basic  Books  •  308pp  •  $23 

HOW  BANKS  GOT  STUCK 
IN  LATIN  QUICKSAND 


T 


A sad  truth  about  Third  World  debt 
came  to  me  during  a  job  hunt  in 
IDXf).  Back  in  the  U.  S.  after  a 
year  in  Venezuela,  I  was  armed  with  a 
sheath  of  clippinj^s  on  the  subject.  But 
just  before  my  first  interview,  a  friend 
in  journalism  gave  me  valuable  advice: 
"Don't  talk  to  editors  about  debt.  It 
bores  them."  She  was  right. 

Much  like  the  Salvadoran  war,  Latin 
America's  debt  crisis  sank  quickly  into 
an  apparent  deadlock.  Once  it  was  clear 
that  it  wouldn't  provoke  massive  bank 
failures  in  the  North  or  communist  uij- 
rising  in  the  South,  edi- 
tors turned  off. 

That  said,  is  anyone  up 
for  reading  Karin  Lis- 
sakers' Batiks.  Borrow- 
ers, and  the  Establish- 
nierit:  A  Revisionist 
Aeeount  of  the  Interna- 
tional Debt  Crisis:'  To  be 
sure,  Lissakers'  dry  ac- 
count won't  make  flebt  a 
sexy  topic.  Still,  it's  an 
eye-opening  look  at  the 
world's  leading  Ijankers 
hurtling  toward  disaster. 

Lissakers,  a  Columbia 
University  professoi-,  fails 
to  address  the  gigantic 
changes  wrought  in  Latin 
America.  But  she  does 
well  with  the  bankers,  fol- 
lowing them  from  the  mad  recycling  of 
petrodollars  in  the  '70s  to  the  grim  re- 
scheduling marathons  of  the  '80s.  Pre- 
siding over  a  broad  cast  is  former  Citi- 
cor|)  Chairman  Walter  Wriston,  who  told 
fellow  bankers  there  was  little  risk  in 
sovereign  debt,  as  nations  "don't  go  out 
(if  business."  Lesser  players  include 
globe-trotting  greenhorns — in  one  bank- 
er's words,  "those  .MB.xs,  with  their  Guc- 
cis and  their       million  lending  limits." 

Despite  her  claini  of  revisionism,  Lis- 
sakers hews  closely  to  the  standard  line. 
In  the  '70s,  U.S.  and  European  bankers 
sat  on  billions  in  OPEC  deposits.  Reces- 
sifin  limited  domestic  demand  for  loans. 
But  Third  World  governments  took  ev- 
ery loan  they  could  get.  The  bankers 
could  see  that  much  of  the  money  wasn't 
going  into  promised  dams,  highways,  or 
petrochemical  plants.  In  fact,  billions 
were  coming  back  to  the  lenders  as 
flight  capital.  So  much  the  better. 


Hunger  for  profits,  Lissakers  says, 
probably  blinded  bankers  to  the  possibili- 
ty of  default,  despite  a  history  of  repudi- 
ated debt  in  the  region.  But  a  tax  loop- 
hole also  encouraged  them  to  push  loans 
south.  In  her  one  ground-breaking  chap- 
ter, the  author  describes  how  it  worked. 
Borrower  countries  declared  a  high  with- 
holding tax  on  interest  revenue  and  pro- 
vided banks  with  a  receipt  for  it.  But 
instead  of  collecting  the  tax,  the  borrow- 
ers simply  negotiated  cheaper  loans. 
Armed  with  their  tax  receipts,  banks 
claimed  exemptions  at  home.  Profits 


mhoiighhuTTied 
repeatedly  in 
Latin  America, 
ba7iks  keep  coming 
back  fornm-e 


lillllllllWEKS, 

A^ll  THE 

fSWIlLISHME^T 
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came  in  the  form  of  reduced  tax  pay- 
ments, until  the  mid-80s,  when  the  U.  S. 
and  Britain  clamped  down. 

Until  1986,  when  U.  S.  law  changed, 
major  banks  paid  laughably  low  taxes. 
In  1985,  for  example,  Citicorp  paid  feder- 
al income  tax  of  only  $30  million  on  pre- 
tax income  of  $1.76  billion,  a  rate  of 
1.8' ^.  Attributing  much  of  the  banks'  tax 
savings  to  the  deduction  of  foreign  tax- 
es, Lissakers  concludes  that  taxpayers 
subsidized  the  Latin  lending  spree.  And 
even  after  the  law  changed,  she  notes, 
banks'  taxes  didn't  rise  much.  By  then, 
banks  had  plenty  of  losses  to  declare,  at 
home  and  abroad. 

As  the  impasse  dragged  on  through 
the  '80s,  commercial  banks  cut  Latin 
American  loans  to  a  trickle,  leaving 
northern  governments  and  their  develop- 
ment banks  to  keep  the  debtors  solvent. 
When  this  became  evident,  the  Bush  Ad- 
ministration pushed  through  the  Brady 


 ^7/ 

Plan,  forcing  banks  to  forgive  debt,  re 
duce  interest  rates,  or  commit  new  monf  ', 
ey  to  debtors.  When  the  plan  was  intro 
duced  in  Mexico,  most  banks  swallowec 
their  losses   and  retreated.  Althougl 
such  important  debtors  as  Brazil  and  Ar 
gentina  have  yet  to  Brady  their  way  oui 
of  the  mess,  most  smaller  banks  havf 
unloaded  their  Latin  debt  at  a  discount 
And  except  for  such  giants  as  J.  P.  Morw,, 
gan  &  Co.  and  Citicorp,  the  banks  hav(  K 
quit  the  region. 

What  does  Lissakers  draw  from  al 
this?  In  short:  Bankers  are  quick  to  for 
get.  They  got  burned  in  Latin  AmericE 
in  the  '30s  and  the  '80s,  but  if  they  see  a 
chance  to  make  money,  they'll  be  back 
Such  amnesia,  in  which  the  promise  of 
profits  erases  the  memory  of  losses 
seems  to  me  a  vital  component  of  capi 
talism.  It  returns  losers  from  limbo 
With  time,  any  big  borrower  willing  to 
pay  an  extra  point  or  two,  be  it  Donald 
Trum]j  or  Bolivia,  can  find  a  loan  and 
start  back  up 

What  Lissakers  fails  to 
convey  is  how  the  debt 
crisis  sank  Latin  Ameri 
ca's  ancient  regime  of 
state-run  economies. 
Starved  for  credit  in  the 
'80s,  Latin  American  lead- 
ers opened  markets,  tore 
down  barriers  to  foreign 
investment,  and  sold  off 
state-owned  companies 
The  revolution  in  Latin 
America  was  quieter  than 
the  fall  of  the  Berlin 
Wall,  but  while  Eastern 
Europeans  are  still  map- 
ping the  route  to  the  mar- 
ketplace, Latins  are  living 
there.  Half  a  hemisphere 
has  changed  course,  but 
Lissakers  skims  over  the  changes  in 
couple  of  pages. 

Already,  there's  a  new  rush  to  the 
region.  Mexico  City's  stock  market,  fu 
eled  by  foreign  investment  and  return- 
ing flight  capital,  doubled  in  1991.  The 
Buenos  Aires  market  tripled  in  dollar 
value.  U.  S.  investment  bankers  are  un- 
derwriting billions  in  Latin  bonds,  and 
U.  S.  portfolio  managers  are  gobbling 
them  up. 

This  time,  more  of  the  money  is  going 
to  private  business,  less  to  the  state. 
And  there's  more  equity,  less  debt.  But 
this  time,  like  last  time,  there's  money  to 
be  made.  As  Lissakers  predicts,  those 
bankers  who  got  burned  will  be  coming 
back — some  to  get  burned  again,  and  if 
history's  debt  dramas  tell  us  anything, 
others  to  make  a  bundle 

BY  STEPHEN  BAKER 
Steve  Baker  is  manager  of  BUSINESS 
week's  Mexico  City  bureau. 


"PSI  is  an  engineering  services 
company. ..and  wc  have  over 
200  field  offices  all  over  the 
United  States." 

"So  when  we  started  our 
search  for  a  copier  supplier, 
service  was  a  big  factor.  Of 
course,  quality  and  price  were 
important  too. ..but  we  wanted 
a  company  that  would  take 
care  of  our  equipment  whether 
it  was  in  Jacksonville,  Florida, 
or  Portland,  Oregon." 

"Pitney  Bowes  has  really 
impressed  us.  For  example,  we 
opened  a  new  office  recently 
and  we  needed  a  copier  in  a 
hurry.  I  made  one  call  to  our 
Pitney  Bowes  rep.. .and  he  had 
a  leaner  delivered  the  very 
next  day.  They  really  take  the 
ball  and  run  with  it." 

"Right  now,  we  have  over 
130  Pitney  Bowes  copiers... 
and  we'll  continue  to  order 
more.  We'll  definitely  stay 
with  Pitney  Bowes.  We're 
very  pleased  with  their  price, 
their  quality  and  their  service." 

At  Pitney  Bowes,  ciislonier 
satisfac  tion  is  a  commitment 
that's  at  the  very  fiber  of 
our  business.  It  shapes  the 
attitudes  an  J  actions  of  our 
people.  And  it's  reflected 
in  the  quality  and  reliability 
of  our  products.  What's 
more,  we  back  it  up  with 
our  Custcmier  Satisfaction 
Guarantee'-'''  For  t)u>re 
information,  call  l-HOO- 
MR  BOWES  e.\t.  2010. 
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When  we  went  looking  for 
copiers,  service  was  our  number 
one  concern... and  Pitney 

Bowes  was  our  ^o^o>N^^ 
number  one 
choice." 

Michael  Kesselmayer 
Administrative  Coordinator 
Professional  Service  hidustries.  Inc. 


cop 
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Alabama  is  insi  Je  the 
continental  Unite  J 
States.  In  fact,  it  is 

located  in  the  center  of 
the  most  liesirahle 

relocation  recjion  in  the 
countrij. 


while  i/ou  might  think  of 
overalls  as  the  clothing  of 
choice,  most  ufiis  prefer 
blue  or  w  hite 
>hirts.  Alabama  s  traditional 
labor  force  has  shifted  from 
farming  to  more  service 
and liiqh-tech  industries. 


You  will  still  see  a  lot  of  Alabamians  going 
without  shoes— mostly  on  the  sandy  white 
beaches  of  Gulf  Shores. 


All  work  and  no  plau  woitldn  t  make  sense  in  Alabama. 
Enjoying  an  old  rocker,  a  wide  porch,  and  some  good 
conversation  is  still  a  favorite  pastime  here. 


Alabama 
Isnt  where  ^cm  Ttitnk 
Itls. 


Some  say  you  re  moving  to  the  edge  of  the 
world  when  you  move  to  Alabama.  In  some 
parts  of  the  state,  iiou  could  saii  that  s  true; 

the  southern  ridge  of  tlie 
/Xppalachians  offers  some  spectacular  views. 


Thefiddle  mail  be  the  first  musical  instrument 
ilou  would  connect  with  Alabama.  And  you  11st 
see  a  lot  of  them  in  the  state 's  manii  symphony 
orchestras.  (Although  they  refer  to  th 


Practicing  our  aim  is 
slillafai  'oriie 
pastime  for  manii 
Alabamians.  In  fact, 

our  prowess  as 
sharpshooters  was 
proven  in  the  Gulf 
War  by  the  Patriot 
Missile,  which 
originated  in 
Alabama. 


Football  rivalries  here  an 
strong  as  ever  But  today 
colleges  and  universities 
helping  Alabama  busin 
maintain  a  competitive  e 
as  well,  offering  researc 
capabilities  in  areas  fro 
automotive  ma n u factu rir 
magnetic  information  sys 
to  food  products. 


mm: 

L.I 


if  Llou  think  we  take  tc 
moonshine,  you  re  only  pi 
right.  But  it  isn  't  the  k  ini 
moonshine  you  think.  Our 
has  played  a  leading  roL 
developing  the  space  prog 
In  fact,  A  lab  a  ma  has  proa 
seven  astronauts— more  ti 
anii  other  state. 


]  es,  we  do  a  lot  of  fishing  here,  i  \  nd  some  prettii 
important  people,  including  the  President,  know  about 

our  beautiful  lakes  and  rivers.  In  fact,  Alabama  has 
more  miles  of  navigable  waterways  than  any  other  state 
We  use  them  for  shipping,  too. 


Some  are  convinced  the 
houffay-it  is  still  alive  and 
well  in  Alahama.  But,  like 
I  lie  rest  of  the  country,  we 
opted  for  more  up-to-date 
styles  years  ago. 


Sorry,  that's 

a  different 
state  entlrelii. 


So  you  think  our  workers  come  out  of  trailers.  Some  of  our 
best  actua  lludo.Alah  ama  Industrial  Development  Training,  a 
free  service  to  industry,  has  tin  3  nation 's  largest  fleet  of  mobile 
training  units.  Some  businesses  have  traveled  from  as  far 
away  as  Singapore  and  Japan  to  employ  AIDT-trained  workers. 


we  re  still  early  risers.  In  fact, 
tmians  are  known  for  our  strong 
ethic.  But  these  days,  most  of  us 
depend  on  electric  alarms. 

■  y 


^nce  known  for  its  smokestacks, 
nmgham  has  diversified  in  recent 
stoa  service-oriented  economy,  with 
'.1th  care  our  mam  industry.  Steel 
•ins  important  to  our  economy,  but 
ly  s  state-of-the-art  mills  contrast 
irply  with  the  old.  In  fact,  one  old 
furnace  is  now  a  museum. 


A  revered  folk  craft  from  our  past,  the 
attention  to  detail  and  intricate  handwork 
used  in  our  quilts  has  been  passed  down  to 
newer  generations  and  applied  in  fields  like 
electronics  for  assembling  circuit  boards. 


Yes,  you  11  probably  see  a  few  cows.  But  we  don  t 
just  settle  for  raising  cattle.  Researchers  at  Auburn 
University  have  developed  a  whole  line  of  leaner 
foods  like  the  McLean  burger,  a  product 
McDonald's  is  flipping  over. 


If  Alabama  is  nowhere  near  what 
you  thought,  maybe  there's  more 
you  should  know  about  our 
state.  For  instance,  what  makes 
it  a  great  place  to  live  and  a  great 
place  to  work.  What  makes 
companies  like  JVC  America 
decide  to  make  their  head- 
quarters here.  Why  GE  has  made 
its  largest  single  capital 
investment,  close  to  $  1  billion,  in 
Alabama.  And  why  people  like 
one  Connecticut  family  who 
thought  they  were  being  "sent  to 
hell"  when  transferred  here,  now 
like  it  so  much,  they  wouldn't 
think  of  leaving.  If  your  company 
is  considering  expansion  or 
relocation,  consider  Alabama. 
You  just  might  find  it's  pretty 
close  to  ideal. 


Economic  Viewpoint 


'CROWDING-OUT'  HAS  BUSINESS 
UP  AGAINST  A  WALL 


BY  ROBERT  KUHNER 


Corporate  America 
is  still  denied 
access  to  the  cheap 
capital  it  needs. 
Why?  Because 
government 
borrowing  to  fund 
the  deficit  is  hogging 
it  all.  Sound  familiar? 
It  should 


ROBERT  KUHNER  IS  CO-EDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  THE  END  Of  LAISSEZ-fAIRE 


The  prime  rate  today  is  a  nice  low  6.5%. 
That  should  mean  credit  is  cheap  and 
plentiful.  But  ordinary  businesses  are 
still  facing  a  severe  credit  squeeze,  while 
bankers  say  they  face  a  scarcity  of  attractive, 
high-quality  borrowers.  What  gives? 

What  gives  is  a  new  wi'inkle  on  an  old  con- 
cern: "crowding-out."  For  decades,  businesses 
and  conservative  economists  have  warned  that 
government  debt  would  crowd  out  business 
borrowing.  In  a  closed  economy,  there  is  only 
so  much  savings.  If  government  eats  up  most 
of  it,  business  goes  without  or  faces  high  cap- 
ital costs.  Either  way,  growth  suffers. 

Liberals  responded  that  as  long  as  govern- 
ment deficits  were  relatively  moderate  and 
their  proceeds  invested  usefully,  crowding-out 
was  a  myth.  In  the  Keynesian  view,  when 
there  is  idle  capacity  in  the  economy,  potential 
crowding-out  is  a  lesser  evil  than  stagnation. 
In  the  1940s  and  '50s,  when  real  interest  rates 
were  very  low,  government  debt  was  a  big 
slice  of  gross  national  product— more  than 
100%  in  the  late  '40s— but  much  of  that  debt 
was  invested  in  public  construction  and  war 
production,  so  deficits  stimulated  real  growth. 
From  1946  to  1980,  debt  declined  relative  to 
GNP.  The  original  conservative  worry— let's 
call  it  Crowding-Out  I— never  materialized. 

In  the  1980s,  however,  government  deficits 
soared,  under  conservative  supply-side  aus- 
pices. By  then,  capital  markets  were  global. 
Although  government  borrowing  consumed 
roughly  two-thirds  of  domestic  savings,  pri- 
vate investment  held  up,  because  the  U.  S. 
could  attract  capital  from  overseas— but  at  a 
price.  U.  S.  interest  rates  had  to  be  kept  high 
enough  to  coax  in  capital  that  the  American 
economy  was  not  generating  domestically.  This 
was  a  different  sort  of  crowding-out.  With 
II.  S.  business  facing  high  real  interest  rates 
(and  hence  high  capital  costs),  speculative  in- 
vestments that  promised  quick,  lucrative  re- 
turns tended  to  crowd  out  investments  with 
slower  payouts.  Foreign  companies  with  lower 
capital  costs  tended  to  crowd  out  American 
ones.  Call  it  Crowding-Out  II. 
TRICKLING  IN.  In  the  1990s,  crowding-out  is 
taking  yet  another  form.  The  federal  deficit  is 
bigger  than  ever— an  estimated  $350  billion 
in  fiscal  1992,  but  the  Federal  Reserve  Board 
is  suddenly  pursuing  an  easy  money  policy. 
This  is  occurring  just  as  Germany,  the  central 
banker  of  the  European  Community,  is  nanning 
its  tightest  money  policy  in  several  decades. 
With  the  dollar  weak  and  U.  S.  interest  rates 
lower  than  rates  abroad,  the  huge  foreigTi  pur- 
chases of  Ti'easury  securities  have  slowed  to  a 
trickle. 

Who,  then,  is  buying  all  that  Treasury  debt? 


American  commercial  banks,  of  course.  Ac- 
cording to  Federal  Reserve  data,  commercial- 
bank  holdings  of  Ti^easury  paper  increased  by 
over  $100  billion  in  the  first  18  months  of  the 
1990s,  while  commercial  loans  actually  fell. 
This  is  Crowding-Out  III. 

This  flight  to  Treasury  debt  has  been  in- 
tensified by  the  regulators'  crusade  to  compel 
banks  to  build  capital  and  by  the  1988  Basel 
Accords,  which  require  a  common  floor  on 
bank  capital-to-asset  ratios— a  laudable  goal. 
The  Basel  Accords  require  a  minimum  ratio  of 
8%  by  yearend  1992.  Under  the  accords,  how- 
ever, assets  held  in  government  securities  are 
considered  as  good  as  equity  capital,  and 
banks  need  not  hold  any  capital  reserves 
against  them.  At  a  time  when  banks  are  ner- 
vous about  all  but  the  safest  investments,  this 
creates  a  powerful  incentive  to  hold  Ti"easury 
paper. 

OUT  OF  SYNC.  Hence  there  is  tacit  collusion  be- 
tween an  Administration  unwilling  to  get  se- 
rious about  deficit  reduction  and  a  newly  chas- 
tened and  risk-averse  banking  community.  The 
victim,  of  course,  is  the  real  economy. 

Over  the  long  term,  this  heavy  dependence 
on  investment  in  government  debt  can't  be 
good  for  the  banks  eithei-,  as  Treasury  securi- 
ties pay  only  slightly  more  than  the  banks' 
own  cost  of  funds.  If  a  bank  wants  to  earn 
profits  and  attract  new  equity,  it  has  to  go  out 
in  the  market  and  make  loans. 

One  senior  Fed  official,  speaking  off  the 
record,  worries  that  regulators"  current  policy 
of  forcing  banks  to  build  capital  is  badly  out  of 
sync  with  the  needs  of  the  real  economy.  The 
time  to  build  bank  capital,  he  says,  is  during 
the  boom  phase,  not  in  a  recession.  The  pur- 
pose of  bank  capital  is  to  cushion  risks  of  bad 
loans  and  to  allow  the  banking  system  to 
serve  the  real  economy.  But  regulators  are 
cun-ently  pursuing  higher  capital-to-asset  ratios 
mainly  to  avoid  drains  on  the  Federal  Deposit 
Insurance  Corp.  In  a  recession,  most  banks 
are  unable  to  build  capital  by  selling  stock  or 
by  drawing  on  profits.  So  the  only  way  to 
improve  bank  capital-asset  ratios  is  to  shrink 
assets— i.e.  loans.  In  effect,  the  Fed  is  hap- 
lessly combining  a  counter-cyclical  loose  mon- 
etary policy  with  a  procyclical  policy  on  bank 
capital  that  only  deepens  the  recession. 

So  conservative  economists  can  take  some 
perverse  satisfaction  that  they  were  right 
about  crowding-out  after  all.  If  the  govern- 
ment runs  up  a  big  enough  debt  and  uses  it 
for  nonproductive  purposes,  federal  borrow- 
ing will  eventually  crowd  out  private  borrow- 
ing. We  have  come  full  circle,  back  to  Crowd- 
ing-Out I.  And  oddly  enough,  it  all  happened 
under  two  conservative  Administrations. 


MAXIMA. 
BEST  IMPORT  SEDAN 
UNDER  $25,000. 


In  Car  and  Driver's  Kccni 
clash  ot  the  ini(X)rt  sports  sed.ins, 
Nisbiiii  ML\iiiu  Sf:  Riulincl)  stomped 
Its  louglicst  clLiUcngcrs.  some  costing 
IhoLisaiids  of  dollars  more. 

Tins  IS  a  u  ildly  competitive  and 
popular  niche,  populated  by  a  collec- 
tion of  big  shooters  boasting  all  the 
latest  technological  hits  their  manu- 
lacturers  have  to  ofler. 


Galant  VR4,  the  Nissan  Maxima  SE, 
the  Subaru  Legacy  Sport  Sedan. 

And  the  winner  wds:  The 
Maxima,  Hands  down.  With  strong 
pow  er  delivery,  great  steering,  and 
room  for  five  adults,  the  SE  disjdayed 
a  degree  of  sophistication  and  refine- 
ment far  beyond  its  price. 

Of  the  cars  tested,  the  Maxima 
was  the  only  one  possessing  a  \ -6, 
wtuch  is  evident  in  iisj 


Maxima  among 
tops  in  resale. 


Vehicle 

MSRP 

Current 

Resale 

%  of  Ong, 
Value 

1989  NISSAN  MAXIMA  SE 

1989  Meiceilei-Ben2  190D 

$31,230 

$21,700 

69  48^^ 

1939  BMW  525i  4D 

$37,325 

$25,900 

69.39V0 

1989  Toyota  Cresada 

$21,753 

$14,450 

66.43% 

1989  Ford  Taurus  V6L 

$13,533 

$  8.900 

65,02% 

1989  Saab  900S 

$21,129 

$13,250 

62  71% 

Source  May-June  1991  Kelley  Sue  Book  Used  Car  Guiije 

According  to  the  Kelley  Blue  Book,  Ifercm  Edition,  Nissan 
Maxima  SE  retains  more  of  its  value  than  other  similar  cars. 

As  the  chart  above  attests^a  1989  Maxima  retains  70  QS"  i  ol 
its  value.  Which  is  more  than  BMW  525i,  Mercedes  Ben/  190D,  Ki " 
Taurus  V6  L,  Saab  900S  and  Toyota  Cressida. 

The  Kellcy  Blue  Book  Official  Used  Cm  Lruide  is  widely  ^  , 
recognized  as  the  most  reliable  source  of  used  air  \alucs.  The 
has  been  published  lor  65  years. The  May- June, 
the  current  value. 

Resale  is  an  increasinr'' 


BUY  LOW. 


SELL  HIGH 


If  it's  smart  to  invest  in  a  sports  sedan,  buy- 
ing or  leasing  a  Nissan"  Maxima"  can  be  a  stroke  of 
genius.  The  September  issue  of  Car  and  Driver 
says  the '91  Maxima  SE  is  the  best  import  sports 
sedan  under  $25,000  money  can  buy  Better  than 
Acuta.  Better  than  Audi.  Better  than  Legacy.  In 
fact  at  520,815  it  may  be  the  best  buy  at  any  price* 

The  May-lune  edition  of  the  Kelley  Blue 
Book  says  the '89  Maxima  SE  is  one  of  the  best 
sports  sedans  money  can  rebuy.  Beating  peren- 
nial stalwarts  like  Mercedes  and  BM'W 

So  if  you're  contemplating  a  sports  sedan, 
consider  test-driving  a  Maxima.  It  outdistances 
every  opponent  in  what  may  be  this  year's  most 
hotly  contested  automotive  category. 

And  it  performs  just  as  well  down  the  road 
as  it  does  on  it. 


NISSAN 


BUILTFORTHE 
HUMAN  RACE; 


*M  SR  r  excluding  taxes,  title,  license,  destination  charges  and  options 
Call  1-800-NISSAN-6  lor  more  inlormation  Smart  people  always  read  the  fine  print  And  they  always  wear  their  seat  belts 


©  yWJ  Toshiba  AmcriLit  Injormatiun  Sysumi.  /ik  /  iu'  Intel  li-Lsidclogn  ts  a  tradanurk  ol  Intel  Corporaaon 


UL486SX.  GOING 


SHIBA 


)ou  can  use  our  credit  l  cn  u 
sized  memory  modules  to 
expand  standard  2MB  RAM 
to  10MB  for  added  speed  and 
multi-tasking  capabilities. 


Behold  the  remarkable  new 
Toshiba  T4400SX  notebook— the  first 
486SX  computer  to  offer  all  the 
power  and  performance  of  a  desktop 
computer  while  freeing  you  from  the 
tyranny  of  the  nearest  electrical  outlet. 

For  starters,  it  offers  a  brisk  25  MHz 
clock  speed  pkis  the  computing  power 
of  a  486SX  micro- 
processor with 
8K  internal  cache, 
upgradable  to 
486DX. 

Add  to  that 
an  80  MB  hard 
drive  and  stand- 
ardZMBRAM 
expandable  to  10  MB,  and  you  have  the 
capacity  to  run  everything  from  the 
most  complex  spreadsheets  to  the  most 
intricate  graphics  applications. 

And  what  you  get  is  what  you  see. 
Because  theT4400SX  is  the  only 
notebook  computer  that  offers  a  Gas 
Plasma  screen,  with  a  100 : 1  contrast 
ratio—  seven  times  the  contrast  of 
a  typical  LCD  display  It  also  offers  10 
times  the  refresh  rate,  for  clearer 
animation  as  well  as  no  mouse  blur. 
Or  you  can  choose 
our  95"  state-of-the-art 
diagonal  LCD  display 
th  uncompromising 
graphic  clarity  from  the  — 
black  &  white  ultra  thin  screen. 
Each  of  the  screens  offers  a 
640x480  VGA  high-resolution 
display  as  well  as  the  graphic 
versatility  of  16  gray  scales  for 
the  Gas  Plasma  screen  and  64 
gray  scales  for  the  LCD. 

To  make  matters  even  bet- 
ter, the  full- function  keyboard 


has  standard  size  keys  and  key  spac- 
ing. And  the  Nickel  Cadmium  battery 
provides  more  than  three  hours  of 
continuous  computing  power. 


Sales  by  Rcgioa^\ 

//  you  choose  the 
93" diagonal  LCD 
display,  you  get  the 
versatility  of  64 
gray  scales  as  well 
as  high-resolution 
640x  480  VGA  on 
the  black  and  white 
ultra  thin  screen. 


When  you  stop  to  think  that  all 
of  this  can  be  yours  in  an  ultra-strong 
1 1.7"  Wx  8.3"  D  X  2.2"  H  carbon  fiber- 
reinforced  case  weighing  only  725  lbs., 
it's  easy  to  understand  Toshiba's  con- 
viction that  portables  are  the  future  of 
personal  computing. 

So  if  you'd  like  to  know  more 
about  theT4400SX  notebook,  or  other 


On  those  occasions 
when  you're  actu- 
ally at  your  desk, 
you  can  plug  your 
T4400SX  into 
our  optional  Desk- 
Station  IV  with 
all  standard 
desktop  hard- 
ware connec- 
tions and  ex- 
pandability. 


mm 


Toshiba  products,  call  us  at  1-800-457- 
7777  We'll  send  you  information  that 
will  not  only  answer  your  questions 
about  our  portables,  but  give  you  a  new 
way  to  think  about  desktop  computers. 
Going.  Going.  Gone. 

In  Touch  with  Tomorrow 

TOSHIBA 


dnomic  Trends 


BY  GENE  KORETZ 


HOUSING  MAY 
NEED  MORE  THAN 
FALLING  RATES... 


For  months,  the  Federal  Reserve's  ef- 
forts to  revive  the  moribund  econo- 
my have  been  stymied  by  one  obvious 
hiu-dle:  the  recalcitrant  behavior  of  long- 
term  interest  rates,  which  influence  such 
critical  sectors  as  housing  and  capital 
spending  and  have  remained  relatively 
high  even  as  rates  on  the  short  end  of 
the  spectrum  plummeted. 

Now,  however,  "the  dam  has  finally 
broken    on    long    rates,"  declares 


SOME  LONG-TERM  RATES 
HIT  AN  18-YEAR  LOW 
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economist  Bruce  Steinberg  of  Merrill 
Lynch  &  Co.  As  investors'  inflationary 
fears  have  waned,  the  yield  on  30-year 
Ti-easuries  has  fallen  below  7.5%,  to  its 
lowest  level  in  five  years,  and  yields  on 
10-year  Treasuries  have  actually  touched 
an  18-year  low.  Although  more  declines 
probably  lie  ahead,  rates  have  already 
'dropped  to  levels  that  should  spark  eco- 
nomic recovery,"  Steinberg  believes. 

Foi-  corporations,  some  tonic  effects 
ai'e  apparent  even  now.  With  $900  l)illion 
in  short-term  debt,  for  example,  corpo- 
rations have  found  their  annual  inter- 
est-payment burden  slashed  by  some 
$20  billion  in  the  past  year,  estimates 
Steinberg.  Lower  long  rates  promise  to 
provide  more  savings  via  the  refinancing 
of  long-term  debt  and  to  foster  new  in- 
vestment projects. 

Many  consumers  are  benefiting,  too. 
Holders  of  adjustable-rate  mortgages, 
for  example,  already  have  seen  their 
monthly  payments  decline  significantly. 
And  applications  to  refinance  fixed-rate 
mortgages  have  soared  over  the  past 
year.  Total  interest  savings  on  ad- 
justable- and  fixed-rate  mortgages,  says 


Bear  Stearns  &  Co.  economist  Lawrence 
Kudlow,  "could  amount  to  a  $40  billion 
tax  cut  for  households  in  1992." 

It's  the  housing  market,  however,  es- 
pecially new-home  construction,  that  can 
really  galvanize  the  economy.  Economic 
consultant  Robert  Chandross  notes  that 
falling  mortgage  rates  initially  tend  to 
ciuicken  sales  of  existing  homes  and  then 
stimulate  housing  starts  as  rising  home 
values  boost  the  confidence  of  families 
and  builders. 

While  some  of  that  has  clearly  begun 
to  happen,  there  is  concern  about  how 
far  it  can  go.  Such  experts  as  housing 
analyst  Barbara  Allen  of  Kidder, 
Peabody  &  Co.  warn  that  the  process 
will  likely  be  short-circuited,  with  new- 
home  construction  actually  weakening 
as  the  existing-home  market  takes  off. 

"The  problem  is  not  on  the  demand 
side,  but  on  the  supply  side,"  explains 
Allen,  who  points  out  that  banks  are 
being  pressured  by  regulators  to  reduce 
their  real  estate  loan  portfolios  by  a 
thii'd,  or  a  whopping  $200  billion.  Ex- 
cept for  a  relatively  small  number  of 
large  builders  with  credit  lines,  that 
means  most  small  builders— who  nor- 
mally account  for  more  than  90%  of 
housing  starts— will  have  little  access  to 
capital. 

Chandross  believes  the  situation  will 
resolve  itself  as  rising  demand  and  home 
values  reduce  the  number  of  problem 
loans  and  return  a  healthy  glow  to  the 
housing  market.  But  Allen  sees  no  sign 
that  regulators  are  relenting.  Unless 
they  wake  up,  she  says,  "we're  likely 
to  see  declining  single-family  starts  this 
year,  in  the  face  of  strong  demand  and 
sharply  rising  prices."  And  the  tradi- 
tional stimulative  effect  of  a  housing  re- 
covery on  the  overall  economy  "will  be 
conspicuous  by  its  absence." 


...BUT  OUTLAYS  FOR 
HOME  IMPROVEMENT 
COULD  JUMP 


One  area  that  may  do  well  this  year, 
even  if  housing  starts  falter,  is 
home-improvement  spending,  which  ac- 
counts for  about  25%  of  total  residential 
investment.  Indeed,  such  outlays  could 
rise  even  more  if  regulatory  problems 
constrain  construction  lending. 

Here's  why:  Home-improvement 
spending  has  fallen  by  some  107o  in  real 
terms  since  1988.  The  weakness  appar- 
ently stems  from  the  softness  in  home 
prices,  which  tends  to  dissuade  home- 
owners from  investing  in  an  asset  whose 
value  they  perceive  to  be  declining. 
Thus,  if  existing-home  prices  strengthen 
sharply  this  year,  such  investments  are 


likely  to  look  more  attractive— particu- 
larly since  home-equity  lendijig  and 
mortgage  refinancing  are  not  on  banking 
regulators'  hit  lists. 


CANADA'S  ECONOMY  IS 

FROZEN— BUT 

SO  IS  ITS  INFLATION 


Canada's  economy,  reacting  to  weak- 
ness in  the  U.  S.,  may  be  slipping 
back  into  recession.  After  hitting  a  5% 
clip  in  the  second  quarter-,  growth  fell 
below  1%  in  the  third  and  appears  to 
have  declined  in  the  fourth. 

The  silver  lining  in  this  cloud  of  eco- 
nomic gloom  is  a  remarkable  inflation 
performance.  Consumer  prices  rose  at 
a  minuscule  1.6%  annual  pace  over  the 
past  six  months,  while  industrial  product 
prices  in  November  were  actually  3.1% 
below  their  year-earlier  level.  While 
falling  oil  prices  have  helped,  they're 
far  from  the  whole  story.  Excluding  food 
and  energy  prices,  the  pace  of  consumer 
inflation  over  the  past  six  months  has 
still  been  below  3%. 
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THE  GRAYIHG 
OF  JOE  AND 
JANE  COLLEGE 


Here's  a  pattern  that  seems  to  defy 
the  laws  of  economics:  The  18-  to 
24-year-old  population,  the  traditional 
source  of  demand  for  a  college  education, 
shrank  by  2.7  million  between  1979  and 
1989,  yet  the  cost  of  higher  education 
continues  to  soar. 

One  reason,  of  course,  is  that  demand 
for  college  education  is  still  rising.  In 
particular,  more  and  more  older  people 
are  going  to  college  these  days  than  in 
the  past,  accounting  for  thi'ee-fifths  of  a 
16%  rise  in  college  enrollments  in  the 
1979-89  decade.  Indeed,  the  Census  Bu- 
reau reports  that  30%  of  all  undergrad- 
uates in  the  fall  of  1989  were  over  24 
years  old,  and  12%  were  over  34. 

Paradoxically,  the  aging  of  the  under- 
gi-ad  population  doesn't  seem  to  i-eflect  a 
trend  toward  increased  college  atten- 
dance later  in  life.  While  the  proportion 
of  younger  people  aged  18  to  19  attend- 
ing college  climbed  by  over  10  percent- 
age points  between  1979  and  1989  even 
as  their  numbers  dwindled.  The  Num- 
bers News  newsletter  notes  that  college 
participation  by  people  over  24  did  not 
rise  appreciably.  Rather  than  increased 
college  attendance,  the  big  jump  in  the 
ranks  of  older  students  simply  reflects 
the  fact  that  this  group  represents  the 
tail  end  of  the  baby-boom  generation. 
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ANUARY  20,  1992 


BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


BABY,  IT'S  COLD  OUTSIDE 
—BUT  HANG  ON  FOR  SPRING 


1 


f  you  feel  a  strong  sense  of  deja  vu,  there's  a  good 
reason.  This  time  last  year,  consumer  confidence  had 
collapsed,  the  economy  was  slumping,  the  Federal 
leserve  had  eased  policy  aggressively,  the  stock  market 
vas  surging,  and  economists  were  predicting  a  modest 
■ecovery  beginning  in  the  spring. 

All  that  is  true  today,  but  there  are  two  important 
lifferences:  The  gulf  crisis  took  the  blame  for  most  of 
.he  economy's  problems  last  year,  but  this  year,  it  is 
;lear  that  those  troubles  run  much  deeper.  Second,  the 
federal  Reserve  now  seems  to  recognize  that  fact,  and 
ts  recent  sharp  cuts  in  interest  rates  make  the  prospects 
'or  a  spring  recovery  a  lot  brighter  this  time  around. 

Getting  there  will  be  the  hard 
part.  After  slim  gains  in  the  sec- 
ond and  third  quarters  of  1991, 
the  economy  appears  to  be  in  a 
second  leg  of  recession  brought 
on  by  a  retrenchment  in  con- 
sumer spending.  The  monthly 
data  suggest  that  fourth-quar- 
ter gross  domestic  product  fell, 
and  the  slump  will  probably  ex- 
tend into  this  quarter.  However, 
the  severity  of  this  new  round 


THE  ECONOMY  HEADS 
SOUTH  AGAIN 
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1  )f  weakness  is  unlikely  to  match  that  of  last  winter. 

The  government's  index  of  coincident  indicators  tells 
:he  story.  This  composite  of  industrial  production,  em- 
Dloyment,  incomes,  and  business  sales  fell  0.8%  in  No- 
t^ember,  to  the  lowest  level  in  four  years.  The  drop  was 
:he  largest  since  last  winter  during  the  worst  months  of 
Dhe  recession.  The  index  has  now  lost  all  of  the  gains  it 
made  after  hitting  a  low  point  last  March  (chart).  This 
pattern  is  strong  evidence  that  the  recession,  which  be- 
^an  in  July,  1990,  is  not  over. 

Through  November,  the  index  of  leading  indicators 
Dffers  no  encouragement.  This  gauge  of  the  economy's 
future  path  fell  0.3%-  that  month  and  has  been  slipping 
since  last  summer.  The  recent  surge  in  stock  prices — one 
of  the  index'  11  indicators — will  be  a  plus  for  the  index  in 
coming  months,  but  other  forward-looking  gauges  may 
'take  a  while  to  get  turned  around. 

FACTORY       As  was  true  last  winter,  consumers  are 
ORDER         turning  a  cold  shoulder  to  retailers,  and 
BOOKS  ARE    that  is  once  again  sending  a  chill  across 
the  nation's  factory  sector.  Poor  holiday 
i  buying  left  retail  inventories  high,  which  slowed  manu- 
ifacturers'  orders  to  a  trickle.  Factory  output,  which 
'dipped  in  November,  is  headed  for  further  declines. 


Unfilled  factory  orders  are  a  key  leading  indicator  that 
continues  to  head  down.  The  backlog  fell  0.5%  in  Novem- 
ber, to  the  lowest  level  in  two  years.  Excluding  aircraft, 
unfilled  orders  have  fallen  to  a  4y2-year  low.  The  shrink- 
ing backlog  signals  that  production  momentum  is  fading. 

Indeed,  the  worst  of  the  factory  weakness  has  yet  to 
show  up  in  the  government  data.  The  National  Associa- 
tion of  Purchasing  Management's  index  of  industrial 
activity  fell  for  the  third  consecutive  month  in  Decem- 
ber, to  46.5%'  (chart).  A  reading  below  50%'  says  that 
manufacturing  is  in  recession. 

According  to  the  NAPM,  orders  weakened  in  Decem- 
ber, both  at  home  and  abroad.  The  NAPM's  index  of 
export  orders  fell  to  one  of  the  two  lowest  levels  in  four 
years,  reflecting  slower  growth  in  foreign  economies. 

Domestically,  one  of  the  big- 
gest problems  for  manufactur- 
ing is  weak  car  demand.  Sales 
of  U.  S.-made  autos  picked  up  in 
the  final  10  days  of  December, 
but  car  buying  for  the  entire 
month  fell  to  an  annual  rate  of 
5.9  million — the  lowest  pace 
since  April  (chart,  page  24). 

Weak  sales  are  swelling  deal- 
ers' inventories  and  forcing  cut- 
backs in  Detroit's  production 
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schedules  this  quarter.  Lower  car  output  will  ripple 
through  Detroit's  supplier  industries,  creating  additional 
weakness  in  manufacturing  output  and  employment. 

Once  lower  interest  rates  begin  to  stir  demand  back  to 
life,  however,  the  factory  sector — and  the  economy — 
should  respond  very  quickly.  A  key  reason  is  manufac- 
turers' tenacious  efforts  to  keep  their  inventories  low. 

Despite  weak  demand,  factory  stockpiles  were  un- 
changed in  November,  and  they  have  not  grown  since 
September.  Also,  the  ratio  of  factory  inventories  to  ship- 
ments fell  in  November  to  the  lowest  level  in  more  than 
two  decades.  So  despite  generally  excessive  retail  inven- 
tories, stockpiles  in  manufacturing  are  under  control. 

HAMMERS  One  sector  that  isn't  repeating  the  pat- 
ANDSAWS  tern  of  early  1991  is  construction.  The 
COME  OUT  building  industry  continues  to  climb  slow- 
OF  STORAGE  ]y  of  recession.  But  because  the  re- 
covery is  so  uneven,  this  sector  will  offer  little  support 
for  the  rest  of  the  economy. 

Spending  on  building  projects  fell  0.8%  in  November, 
but  that  was  the  first  drop  in  five  months,  and  outlays 
were  held  back,  in  part,  because  of  bad  weather.  The 
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construction  industry  hit  bottom  in  the  middle  of  1991, 
but  most  of  the  second-half  strength  has  been  in  govern- 
ment projects  and  homebuilding. 

Construction  outlays  by  the  government  were  flat  in 
November,  but  that  followed  a  large  2.1%  gain  in  Octo- 
ber. Public-works  spending  suffered  little  during  1991, 
and  the  $151  billion  authorized  by  Washington  for  transit 
projects  over  the  next  six  years  ensures  that  govern- 
ment construction  spending  will  continue  to  grow. 

tow  RATES  Housing  is  also  on  the  rise.  In  November, 
WILL  LIFT  snowstorms  in  the  Midwest  caused  a 
HOME  small  0.1%  decline  in  residential  construc- 

SALES  I-Jq]^        housing  activity  is  almost  back 

to  its  pace  of  a  year  ago.  Six  months  ago,  homebuilding 
was  a  steep  18.1%  below  its  year-earlier  level. 

Housing's  upturn  will  be  mild,  though.  Demand  for 
new  homes  remains  tepid.  In  November,  new  single- 
family  homes  sold  at  an  annual  rate  of  520,000,  the  same 
as  in  October.  Impressive  gains  in  the  South  and  West 
offset  drops  in  the  Northeast  and  Midwest  in  November. 

The  continued  drop  in  mort- 
gage rates  certainly  helps  the 
outlook.  HSH  Associates  reports 
that  for  the  week  ended  Jan.  3, 
the  average  rate  on  a  30-year 
fixed  mortgage  stood  at 
8.36% — the  lowest  in  18  years. 
Many  lenders  are  offering  fixed 
mortgage  rates  below  8%  and 
adjustable  mortgages  below  5%. 

In  addition,  the  inventory  of 
unsold  homes  has  been  shrink- 
ing. Builders  hold  just  6.8  months'  supply  of  unsold 
homes,  the  lowest  since  late  1989.  In  early  1991,  the 
supply  was  more  than  9  months. 

A  pickup  in  homebuying,  however,  will  depend  on  a 
better  employment  picture — which  isn't  likely  to  happen 
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until  spring.  But  the  leaner  supply  of  available  homes 
means  that  housing  starts  should  rise  rather  quickly 
when  demand  increases. 

For  nonresidential  construction,  which  accounts  for 
about  one-third  of  private  building,  the  news  is  less 
cheery.  Spending  on  nonresidential  construction  has  been 
in  a  free-fall  since  April,  1991  (chart). 

In  November,  outlays  for  nonresidential  buildings  fell 
3.6%,  to  stand  21.2%  below  its  pace  of  a  year  earlier. 
Office  and  other  commercial  projects,  including  retail 
outlets,  are  in  extremely  dire  straits.  Spending  there  has 
fallen  sharply  for  seven  consecutive  months. 

This  year  won't  be  much  better.  Vacancy  rates  for 
commercial  real  estate  remain  high  in  many  regions 
And  financing  difficulties  still  hamper  some  developers 

Contracts  for  nonresidential 
construction  also  show  no  sign 
of  a  rebound.  According  to  the 
F.  W.  Dodge  Div.  of  McGraw- 
Hill  Inc.,  contracts  for  all  new 
construction  dropped  by  A%  in 
November.  Nonresidential-build- 
ing  contracts  fell  a  steep  8.3%. 
For  the  first  11  months  of  1991, 
industrial  and  commercial  con- 
tracts are  down  some  12%  from 
the  same  period  of  1990.  For  the 


HONRESIDENTIAL 
BUILDING  COLLAPSES 

125  f 


115 


105 


JAN.  '90  NOV.  '91 

A  BILLIONS  OF  DOLURS,  AT  ANNUAL  itATES 
DATA:  COMMERCE  DEPT. 


rest  of  the  construction  industry,  contracts  are  off  7.5%. 

A  year  ago,  it  was  thought  that  winning  the  gulf  war 
would  end  the  recession.  That  didn't  happen  because  the 
problems  of  too  many  buildings,  too  much  debt,  and  too 
little  demand  were  dragging  down  the  economy  well 
before  the  Iraqi  invasion  of  Kuwait. 

Now  that  the  postwar  euphoria  has  come  and  gone, 
the  Federal  Reserve  seems  to  have  redoubled  its  efforts 
to  get  a  lasting  recovery  on  track.  Those  efforts  should 
finally  begin  to  bear  fruit,  but  only  after  one  more  hard 
winter  for  the  economy. 


RETAIL  SALES 


Tuesday,  Jan.  H,  8:30  a.m. 
Retail  sales  in  December  are  expected  to 
have  fallen  l)y  0.17c-  after  rising  0.37^  in 
November,  according  to  a  survey  done 
by  MMS  International,  a  unit  of  McGraw- 
Hill  Inc.  Weak  car  buying  hurt  sales  last 
month.  However,  nonauto  sales  probably 
only  increased  by  0.27f  in  December,  the 
same  pallid  gain  as  in  November. 


BUSINESS  INVEHTORIES 


Wednesday,  Jan.  15,  10  a.m. 
Inventories  at  manufacturers,  retailers, 
and  wholesalers  probably  edged  up  by 
0.1%  in  November,  after  growing  by 
0.4%  in  October.  Factories  have  already 
reported  no  change  in  their  November 


stock  levels.  Business  sales  likely  rose 
about  0.47  in  November,  after  advanc- 
ing by  0.37  in  October. 

COHSUMER  PRICE  INDEX  

Thursday,  Jan.  16,  8:30  a.m. 
Consumer  prices  likely  finished  the  year 
with  a  0.27  gain  in  December,  say  the 
MMS  economists.  If  so,  prices  would  have 
risen  by  a  little  less  than  37  in  1991 — 
the  lowest  inflation  rate  in  five  years.  In 
November,  the  CPI  increased  0.47,  led  by 
higher  clothing  costs. 

MERCHANDISE  TRADE  DEFICIT  

Friday,  Jan.  17,  8:30  a.m. 
The  MMS  consensus  expects  that  the  for- 
eign-trade deficit  narrowed  slightly  in 
November,  to  $6.3  billion,  from  Octo- 


ber's $6.7  billion.  Exports,  which  rose 
3.97  in  October  to  a  record  high,  were 
likely  unchanged  in  the  following  month. 
And  imports,  which  rose  2.87  in  Octo- 
ber, probably  fell  slightly  in  November. 

INDUSTRIAL  PRODUCTION  

Friday,  Jan.  17,  9:15  a.m. 
Industrial  output  probably  sagged  by 
0.27  in  December,  after  dropping  0.4% 
in  November.  That's  indicated  by  the 
poor  performance  in  the  National  Asso- 
ciation of  Purchasing  Management's  in- 
dex of  industrial  activity.  The  drop  sug- 
gests a  small  decline  in  capacity 
utilization,  which  is  now  released  in  the 
same  Federal  Reserve  report.  Operating 
rates  likely  slipped  to  78.77  last  month, 
from  79.1%  in  November. 
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Windows  opens  up 
a  new  universe  for 

McDonnell  Douglas. 


"Windows  allows  that  ease  of  learning,  that 
graphic  function,  that  engineers  appreciate." 


"I'd  have  to  add  20%  to  the  head  count  to  go 
back  to  character-based  functions." 


"Windows  removed  the  drudgery  and  added 
fun  to  it.  And  why  shouldn't  you  have  fun?" 


'The  type  of  software  that  was  available  to  me 
was  greater  and  did  the  job  I  needed  done." 


 Steve  Stock,  Manager  for    it.  For  a  free  "Windows  at  Work"  video,  call 

■'"'IjJ  Avionics  Utilities  and  Interconnect  us  at  (800)  541-1261,  Dept.  X28.  Productiv- 
MoosoFT.  Systems  at  McDonnell  Douglas,  in-  ity  in  your  office  could  really  take  off. 


Windows,  troduced  the  Microsoft  Windows 
operating  system  to  his  space  station  work- 
group. Now  Steve  says  they  can't  do  without 


Miaosoft 
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COMPANIES  CASH  IN  ON  BARGAIN-BASEMENT  RATES  AND  A  BULL  MARKET 
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TriMas  Corp.  is  starting  1992  off 
with  a  new,  slimmer  balance  sheet. 
With  interest  rates  at  a  28-year 
low,  the  Ann  Arbor  (Mich.)  maker  of 
such  gritty  gear  as  trailer  hitches  got  its 
bankers  on  the  phone.  And  just  like  that, 
the  deep-in-debt  company  refinanced  $88 
million  of  $128  million  in  debt  from  a 
1988  spin-off.  By  cutting  the  rate  it  pays 
by  two  whole  percentage  points,  and  by 
retiring  the  remaining  $40  million  debt 
balance,  TriMas  eased  its  yearly  interest 
payments  by  a  welcome  $5.4  million. 
Now,  the  company  is  set  up  nicely  for  an 
expansion  spree  in  a  market  chockablock 
with  recession-style  bargains. 

Like  the  millions  of  homeowners 
across  the  U.  S.  who  are  putting  cash  in 
their  pockets  by  refinancing  mortgages 


at  lower  rates,  Corporate  America  is  en- 
joying a  refreshing  change  in  the  capital 
markets.  From  AT&T  to  Du  Pont  to  HCA, 
companies  big  and  not-so-big  are  rushing 
to  cut  new  deals  with  lenders  or  raise 
fresh  dough  in  a  surging  stock  market. 
In  1990,  corporate  debt  peaked  at  46.8% 
of  total  capital,  saddling  U.  S.  businesses 
with  a  superhigh  interest  tab  that  cut 
into  their  ability  to  spend  on  new  prod- 
ucts, new  markets,  and  other  operating 
initiatives.  But  this  year,  the  debt-to-cap- 
ital figure  should  inch  down  to  46a  and 
keep  easing  from  there  (chart). 

These  days,  cheap  capital  doesn't  end 
with  corporate  lOUs.  Raising  money  in 
the  stock  market  is  a  sweet  deal,  too. 
After  a  four-year  drought.  Wall  Street 
underwriters  are  flush  with  equity  deals. 


Issuers  have  been  lured  to  market  by  a  t 
surprising  new  appetite  for  equities 
among  investors,  who  are  fleeing  the 
rock-bottom  rates  paid  on  bank  certifi 
cates  and  money  funds.  The  torrid  1991 
pace  for  initial  offerings — triple  1990's — 
should  continue  this  year,  analysts  say 
NO  DICE.  So  does  Dec.  20,  the  day  the 
Federal  Reserve  slashed  the  discount 
rate  by  a  full  point  to  3.5%,  mark  the 
end  of  the  recession?  Unfortunately  not. 
This  downturn  is  a  stubborn  beast:  Wit- 
ness the  continuing  layoffs,  sour  con- 
sumer confidence,  and  enduring,  albeit  Jrn 
lighter,  debt  burdens.  And  lower  rates 
haven't  yet  changed  life  much  for  small 
companies.  "They  could  be  charging 
zero  percent  interest,"  says  Jim  Weid- 
man,  a  National  Federation  of  Indepen- 
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THE  JOYS  OF  CHEAP  CAPITAL 


Across  America,  big  companies  are  ex- 
L  ploiting  low  rates  and  a  surging  stocij 
market  to  repair  balance  sheets  that  suf- 
fered such  damage  in  the  1980s.  Cheap 
debt  is  replacing  high-cost  borrowings,  and! 
investors  are  snapping  up  new  equity  issuesj'? 
The  upshot:  a  warmer  climate  for  business 


POLAROID'S  O'NEIU  IS  USING  CHEAPER  DEBT  TO  SAVE  THE  COMPANY  $2  MILLION  ANNUALLY         HOSPITAL  OWNER  HCA  IS  READY  TO  GO  PUBLIC  1  , 


ent  Businesses  spokesman,  "and  banks 
till  wouldn't  lend  to  small  businesses." 
But  for  many  companies,  lower  rates 
nd  the  parallel  bull  market  in  stocks 
re  making  business  a  lot  easier.  Even 
hose  that  normally  sit  out  credit  market 
allies  can't  resist  jumping  in  now: 
imerican  Telephone  &  Telegraph  Co. 
nd  Du  Pont  both  offered  debentures  on 
an.  7.  For  smaller  companies,  the  mar- 
ets  are  making  expansion  possible 
gain.  Medical  Care  International  Inc., 
he  nation's  largest  operator  of  outpa- 
ient  surgical  centers,  is  using  $115  mil- 
on  in  debentures  it  issued  to  add  as 
lany  as  10  centers  this  year  to  its  cur- 
ent  80.  Dallas-based  Medical  Care, 
/hich  must  pay  up  to  9.9%  on  other 
ends,  is  shelling  out  just  6.75'*  for 
hese.  Says  CEO  Donald  E.  Steen:  "I 
an't  imagine  a  better  market." 
Then  there's  Fleet  Call  Inc.  of  Ruther- 
ord,  N.J.  The  radio  dispatch  operator  is 
yeing  a  $200  million  stock  sale  to  fuel 
;s  move  into  mobile  phones,  where  it 
/ill  take  on  the  likes  of  McCaw  Broad- 
asting  Co.  and  Lin  Broadcasting  Inc. 

For  large,  well-established  companies, 
he  new  environment  offers  wonderful 
lexibility.  A  month  ago,  Walt  Disney 
]o.  was  thinking  about  raising  $220  mil- 
ion  for  its  TV  production  unit  via  a  new- 
angled  investment  vehicle  dubbed  ZE- 
;ra,  for  zero-based  rate  adjustment 
security.  This  paid  a  mod- 
est 4'/!  but 


allowed  investors  to  share  Disney's  prof- 
its, once  hoped-for  hits  like  its  new  Di- 
nosaurs move  into  syndication.  Sudden- 
ly, two  days  before  Christmas,  Disney 
canceled  the  zebr.-v.  Why?  When  it 
needs  to,  it  can  borrow  from  banks 
for  less. 

And  big  savings  can  be  just  a  little 
legerdemain  away  for  companies  with 
high-interest  debt  to  trade  in.  Polaroid 
Corp.  wants  to  swap  $150  million  in 
notes  paying  8.9%  with  ones  at  a  maxi- 
mum of  7.5%.  Savings:  between  $1.5  mil- 
lion and  $2  million  annually. 
STOCK  OPTION.  Polaroid's  experience  is  a 
prime  example  of  how  debt-heavy  com- 
panies got  there — and  of  how  they  plan 
to  dig  out.  In  1989,  after  borrowing  big 
bucks  to  fend  off  a  raider,  the  photo 
filmmaker  was  left  with  a  debt  load  of 
88%'  of  capital.  Now,  from  a  current  517^', 
it  aims  to  whittle  debt  down  below  40% 
of  total  capital.  Chief  Financial  Officer 
William  J.  O'Neill  Jr.  says  Polaroid  is 
looking  forward  to  eventually  expanding 
again.  "We're  on  the  phone  with  our 
investment  bankers,"  he  says. 

Others  figure  the  best  way  to  get  out 
of  debt  is  by  selling  stock  (table),  hca- 
Hospital  Corp.  of  America  intends  to  ap- 
ply the  $558  million  it  seeks  in  a  U.  S. 
public  offering,  plus  stock  sold  overseas, 
to  help  trim  some  of  its  hellacious  debt 
from  a  1989  leveraged  buyout. 

Luckiest  among  debt-heavy  companies 
are  those  with  floating-rate  debt — that 
is,  with  rates  pegged  to  such  bench- 
marks as  the  prime  rate,  which  banks 


charge  their  most  creditworthy  custom- 
ers, or  the  London  interbank  offered 
rate,  used  by  banks  dealing  in  U.  S.  cur- 
rency held  in  Europe.  R.JF;  Nabisco  Inc. 
pays  just  0.62  points  over  LIBOR,  now 
4.47<'.  Result:  an  interest  tab  of  only  5% 
on  its  $3.5  billion  in  bank  loans.  Compare 
that  with  the  12.3';^  RJR  paid  in  1989. 

Low  rates  could  even  help  U.  S.  ex- 
ports. They  hurt  the  dollar,  since  they 
make  the  greenback  less  attractive  to 
foreigners.  This  makes  American  goods 
cheaper  and  more  competitive  overseas. 
That's  what  Convex  Computer  Corp.  is 
counting  on.  With  the  dollar  on  the  up- 
swing in  1991,  the  Richardson  (Tex.) 
computer  maker  saw  international  sales 
dip  to  45%  of  sales  from  54%  in  1990. 
This  year,  says  CEO  Robert  J.  Paluck, 
Convex  should  regain  the  lost  ground. 

How  long  will  this  pleasant  climate 
last?  For  equity  capital,  the  outlook  is 
sunny,  provided  that  the  economy  recov- 
ers the  way  Wall  Street  expects  by  mid- 
year. But  a  recovery  could  send  rates 
higher.  If  so,  this  would  make  debt  re- 
duction a  right-now  thing.  That's  what 
Cleveland's  Reliance  Electric  Co.  fig- 
ures, anyway.  The  motor  maker  is  eye- 
ing a  refinancing  of  its  $600  million  in 
junk-bond  debt,  taken  on  in  a  1986  LBO. 
Rate^  may  not  be  this  low  a  year  from 
now,  says  Assistant  Treasurer  John  D. 
Hutson,  so  "there's  some  urgency."  Cor- 
porate America  has  got  the  word. 

By  Larry  Light  and  Leali  Nathans  Spiro 
in  New  York,  with  Wendy  Zellner  in  Dallas 
and  bureau  reports 


EASING  THE  DEBT  lOAD 


A  RAFT  OF  NEW 
STOCK  OFFERINGS... 


...WILL  HELP  EASE 
CORPORATE  DEBT 
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FILING  AMOUNT 

MILLIONS  OF  DOLURS 


CHEMICAL  BANK 

$1,007 

HCA- 

HOSPITAL  CORP.  OF  AMERICA 

558 

MARGAREnEN-FINANCIAL 

223 

SCECORP 

222 

FOODMAKER 

189 

TNT  FREIGHTWAYS 

185 

NATIONAL  RE  HOLDINGS 

166 

SCOTTS 

157 

ELEGROCOM  AUTOMATION 

138 

BIOGEN 

121 
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Commentary/by  Robert  Neff 


WHEN  WILL  BUSH  STOP  THINKING  SMALL  ON  JAPAN? 


Ill 

Hi 


It  could  have  been  a  watershed. 
With  the  U.  S.  economy  in  the  tank 
and  with  such  big  companies  as  IBM 
and  General  Motors  Corp.  shrinking, 
President  Bush  might  have  seized  the 
moment  at  the  summit  in  Japan  to  re- 
define America's  relations  with  its 
most  important  economic  rival.  But  he 
didn't  come  close. 

The  President  painted  himself  into  a 
corner  even  before  he  set  foot  in  Ja- 
pan. He  made  the  right  call  by  focus- 
ing the  summit  on  U.  S.-Japanese  eco- 
nomic ties.  And  despite 
his  bout  with  the  flu, 
Bush  no  doubt  astound- 
ed Japan's  leaders  by 
rolling  up  his  sleeves 
and  digging  in  on  trade, 
a  task  traditionally  left 
to  advisers.  Trouble  is. 
Bush  was  thinking 
small:  He  let  reelection 
politics  set  the  agenda. 

Looking  for  a  quick 
fix  that  might  show 
American  voters  he 
was  fighting  Japan  for 
their  jobs.  Bush  used 
stale  tactics  shown  in 
the  past  to  be  ineffec- 
tive. For  instance,  hop- 
ing to  wring  some  con- 
cessions out  of  Tokyo — 
mostly  an  increase  in 
U.  S.  auto  imports — he 
raised  his  voice  in  a 
shrill  plea.  But  he 
sounded  more  like  a  traveling  sales- 
man than  a  cool,  global  thinker  who 
understands  that  relations  with  Tokyo 
are  on  the  threshold  of  big  change. 
USELESS  UMBRELLA.  New  realities  mean 
the  President  must  face  new  facts:  The 
U.  S.  no  longer  holds  as  much  sway 
over  the  Japanese.  With  the  Soviet  em- 
pire defunct,  Japan  doesn't  need  the 
U.  S.  military  umbrella.  Nor,  as  its  in- 
fluence spreads  across  Asia  and  be- 
yond, does  it  rely  as  heavily  on  the 
U.S.  market  as  it  >nce  did.  Japan's 
exports  to  Asian  nei;,hbors,  for  exam- 
ple, are  outpacing  tho-c  to  America. 

But  Bush  is  reading  from  last  year's 
playbook.  Having  been  so  intently  fo- 
cused on  the  gulf  war  and  the  Soviet 
unraveling,  the  White  House  remains 
preoccupied  with  maintaining  Japanese 
military  and  diplomatic  support.  While 
there  are  Japan  experts  witi  in  the  Ad- 


ministration who  are  pushing  for  a 
new  economic  relationship  with  Tokyo, 
fresh  approaches  to  coping  with  Ja- 
pan's power  rarely  make  their  way 
past  Bush's  ideological  gatekeepers. 

Beyond  Bush's  tough  talk  on  autos, 
the  Japanese  know  they  probably  got 
off  easier  at  this  summit  than  they 
would  have  with  any  other  President. 
True  to  form,  Japan  managed  to  pla- 
cate Bush  by  making  concessions  that 
may  boost  U.  S.  exports  to  Japan  a  tad. 

The  heart  of  the  issue,  however,  is 


not  sales  in  Japan.  Granted,  the  Japa- 
nese must  open  their  markets  a  lot 
wider,  and  Bush  should  keep  using  a 
velvet  glove,  a  crowbar,  or  whatever  it 
takes  to  help  get  them  open.  But  as 
industry  after  U.  S.  industry  succumbs 
to  Japanese  competition  both  at  home 
and  abroad,  Bush  hasn't  begun  to  de- 
scribe a  strategic  economic  vision. 
"One  of  the  reasons  we  are  not  com- 
petitive is  that  we  don't  have  competi- 
tive government  policies,"  says  Clyde 
V.  Prestowitz  Jr.,  president  of  Wash- 


'In  a  situation  that  requires 
surgery,  to  continue  fooling 
around  with  Band-Aids  and 
ointment  is  stupid' 


ington's  Economic  Strategy  Institute. 
"Not  only  do  we  not  understand  the 
Japanese,  we  don't  understand  how 
our  policies  are  affecting  us."  The  op- 
tions include  fresh  investment  in  public 
education,  cutting  the  budget  deficit, 
an  industrial  policy  that  would  include 
tax  incentives  for  research  and  invest- 
ment, and  easier  antitrust  enforcement 
that  might  allow  the  emergence  of 
U.  S.-style  keiretsu,  or  conglomerates. 

It  wasn't  necessarily  a  bad  idea  to 
take  along  21  U.S.  CEOs.  But  Bush 
made  some  poor 
choices.  Why  invite  the 
heads  of  Detroit's  Big 
Three — symbols  of 
America's  industrial 
weakness?  Although 
they  produce  cars  in 
Europe,  they  have  trou- 
ble exporting  cars  made 
in  the  U.  S.  With  Chrys- 
ler Corp.  President  Lee 
A.  lacocca  in  the  spot- 
light, the  issues  at  the 
summit  boiled  down  to 
whether  Tokyo  would 
start  buying  Detroit's 
right-hand-drive  cars. 
That  may  play  well 
back  home  in  an  elec- 
tion year,  but  it  won't 
help  create  new  jobs  in 
an  industry  that  is  lag- 
ging in  efficiency  and 
quality, 
lacocca's  complaints. 
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in  fact,  drowned  out  the  voices  of  some 
of  the  real  winners  in  the  entourage. 
Bush  should  have  limited  his  business 
guests  to  heavyweights  who  are  meet- 
ing Japan's  challenge.  Among  them: 
Motorola  Inc.'s  Robert  W.  Galvin,  who 
cracked  the  cellular-phone  market,  and 
TRW  Inc.'s  Joseph  T.  Gorman,  whose 
auto  parts  sell  well  in  Japan.  They're 
the  ones  qualified  to  teach  U.  S.  execu- 
tives a  lesson  or  two. 

With  many  U.  S.  businesses  contract- 
ing. Bush  is  likely  to  be  the  last  Presi- 
dent who  can  afford  to  ignore  Japan's 
global  might.  "In  a  situation  that  re- 
quires surgery,  to  continue  fooling 
around  with  Band-Aids  and  ointment  is 
stupid,"  observes  Dutch  analyst  Karel 
van  Wolferen.  But  until  the  U.  S.  be- 
gins to  heal  itself,  it  will  prove  harder 
and  harder  to  compete  with  America's 
No.  1  rival,  Japan. 
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FHIS  YEAR,  EVEN  THE  ECONOMISTS 
HAVE  A  PLAN 


it  the  AEA  meeting,  public-policy  prescriptions  abounded 


heir  cocktail 
chatter  may  be 
full  of  such  ob- 
curities  as  "deltas" 
nd  "nonconvexities. " 
iut  in  one  important 
espect,  academic  econ- 
mists  are  like  almost 
veryone  else  in  the 
I.  S.  right  now:  They 
re  deeply  worried 
bout  an  economy  go- 
ng noivhere  fast. 

That's  why  many  of 
he  nation's  economists  are  suddenly 
ull  of  public  policy  prescriptions  for 
ick-starting  the  U.  S.  economy.  In- 
eed,  BUSINESS  WEEK  Associate  Eco- 
omics  Editors  Christopher  Farrell 
nd  Michael  J.  Mandel  found  a  new 
wod  at  the  recent  annual  meeting  of 
he  American  Economics  Assn.  in  New 
Means,  attended  by  7,000  academic 
nd  government  economists.  The  activ- 
it  tone  of  the  conven  tion  marked  a  big 
hange  from  recent  years,  when  most 
conomists  avoided  questions  of 
iacroeconomic  policy.  This  time 
round,  two  refrains  were  unmistak- 
ble.  First,  action  needs  to  be  taken  to 
et  the  economy  moving  again.  Second, 
ncouraging  new  investment  is  man- 
atory.  As  Harvard  University's  Ben- 
imin  A.  Friedman  put  it:  "What 
imerica  needs  is  more  investment  in 
ew  factories,  new  machinery,  new  re- 
earch,  new  infrastructure,  and  a  bet- 
?r-educated  work  force — and  not  more 
onsumption."  That's  not  all  BW 
icked  up  at  the  conventioyi: 
Fiscal  stimulus.  The  quickest  way  to  re- 
erse  the  economy's  downward  spiral  is 
D  give  money — and  lots  of  it — to  bud- 
et-strapped  states,  said  several  econo- 
lists  at  the  conference.  Local  govern- 
lents  could  use  the  funds  to  "stop 


'What  America 
needs  is  more 
investment . . .  not 
more  consumption' 

BENJAMIN  FRIEDMAN 

Harvard  Universilv 


cutbacks  that  would  otherwise  occur, 
like  laying  off  policemen  and  firing 
teachers,"  says  Lawrence  Summers  of 
the  World  Bank.  Hyman  P.  Minsky,  of 
the  Jerome  Levy  Economics  Institute, 
recommends  injecting  $25  billion  or  so 
into  depleted  state  coffers,  with  one  big 
restriction:  He  would  require  states  "to 
freeze  real  wages  of  public  employees" 
to  ensure  that  the  mon- 
ey will  go  toward 
schools,  roads,  and  oth- 
er productive  uses. 
■  Tax  reform.  Washing- 
ton may  want  to  fight 
the  recession  by  cutting 
taxes,  but  that  notion 
mostly  got  short  shrift 
from  the  assembled 
economists.  They  gave 
lukewarm  support  to  an 
investment  tax  credit, 
and  a  cut  in  the  capital 
gains  rate  didn't  excite 


under  attack  for  discouraging  invest- 
ment by  taxing  profits  twice,  once  at  the 
corporate  level  and  again  if  distributed 
as  dividends  (page  32).  "It's  a  monster 
over  our  head,  a  far  greater  burden  on 
investment  than  a  capital-gains  tax," 
says  William  Vickrey  of  Columbia  Uni- 
versity, the  AEA's  incoming  president. 
"If  you  want  a  change  in  the  tax  struc- 
ture to  encourage  investment,  get  rid  of 
the  corporate  double  tax." 

■  Monetary  policy.  The  Federal  Reserve 
should  ease  further,  most  conference 
participants  agreed.  Indeed,  the  positive 
effects  of  a  looser  policy  would  go  be- 
yond cheaper  mortgages.  "Lower  inter- 
est rates  will  make  the  dollar  more  com- 
petitive and  boost  our  net  exports,"  says 
Martin  Feldstein  of  Harvard  University. 

■  Trade  policy.  The  U.  S.  needs  to  take 
more  aggressive  action  to  open  Japanese 
markets,  several  speakers  noted.  "Devel- 
oping countries  and  Japan  must  practice 
more  open  markets  across  the  board  in 
manufacturing,"  says  Rudiger  Dorn- 
busch  of  MIT.  He  would  require  Japan  to 
import  many  more  manufactured  goods 
than  it  does  now,  putting  it  more  in  line 
with  other  industrialized  nations.  But  no 
one  had  a  kind  word  for  the  Detroit  auto 
executives  Bush  took  along  on  his  Asian 
trip.  General  Motors  Corp.'s  plan  to  trim 
its  work  force  by  74,000  while  sparing 


Tou  need  more 
public  investment  to 
get  out  of  the 
current  recession' 

ROBERT  EISNER 

Northwestern  University 


To  encourage 
investment,  get  rid 
of  the  corporate 
double  tax' 

WILLIAM  VICKREY 

Columbia  University 


them  either.  Gimmicks,  such  as  using 
individual  retirement  accounts  to  finance 
other  tax  cuts,  were  dismissed  as  en- 
couraging consumption  rather  than  in- 
vestment. Proposals  of  that  sort  indicate 
that  "the  level  of  fiscal  irresponsibility 
in  the  1980s  is  now  being  exceeded," 
complains  Joseph  E.  Stiglitz  of  Stanford 
University. 

The  economists  did 
have  some  ideas  for  re- 
forming the  tax  system. 
Some  fretted  about 
high  taxes  on  lower- 
and  middle-income 
Americans,  a  welcome 
change  for  a  profession 
that  usually  has  not 
worried  about  the  distri- 
bution of  income.  At  the 
same  time,  the  corpo- 
rate income  tax  came 


the  ranks  of  senior  management  met 
with  particular  ire. 

■  Public  investment.  Economists  at  the 
meeting  were  almost  unanimous  in  en- 
couraging spending  on  the  country's 
run-down  roads,  bridges,  and  troubled 
school  systems.  "You  need  more  public 
investment  to  get  out  of  the  current  re- 
cession and  invest  for  the  future,"  says 
Robert  Eisner  of  Northwestern  Univer- 
sity. "It's  a  quick-fix  remedy  with  long- 
term  benefits,"  adds  Robert  N.  Pollin  of 
the  University  of  California,  Riverside. 
Still,  some  gave  high  priority  to  reducing 
the  budget  deficit.  One  solution,  says 
Eisner,  would  separate  federal  spending 
into  an  operating  budget  for  current  ex- 
penses, and  a  capital  budget  for  long- 
term  investment.  That  would  let  the  feds 
boost  spending  on  infrastructure  with- 
out adding  to  the  operating  budget  defi- 
cit and  spooking  financial  markets. 
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COMPUTERS  I 


BATTLE  STATIONS 

FOR  WORKSTATION  MAKERS 


Nearly  all  are  rolling  out  new  models — and  furiously  slashing  prices 


It's  easy  to  understand  why  David 
Bennett,  Dunkin'  Donuts  Inc.'s  com- 
puter chief,  is  itching  to  buy  work- 
stations for  the  chain's  2,563  franchises. 
The  souped-up  desktop  computers — once 
the  exclusive  domain  of  electronic  engi- 
neers— can  analyze  financial  results  and 
track  inventories  much  faster  than  per- 
sonal computers.  Installing  them  could 
make  each  of  the  stores  far  more  pro- 
ductive. But  at  more  than  $10,000  apiece, 
the  machines  are  too  pricey  for  a  store 


$500  million  deal  for  Apollo  Computer 
Inc.  hp's  Jan.  13  product  announcement, 
for  instance,  will  feature  a  long-antici- 
pated $7,000  workstation.  But  the  com- 
pany. No.  2  in  the  market,  decided  over 
the  past  few  weeks  to  surprise  rivals 
and  drive  even  further  on  the  pricing 
front.  It  now  will  introduce  a  $5,000  ma- 
chine, too. 

HP  isn't  the  only  company  following  a 
lowball  competitive  strategy.  On  Jan.  21, 
IBM  will  introduce  its  first  under-$10,000 


CUT-RATE 
COMPUTING 


HP  WORKSTATION  CHIEF  EICHHORN:  SOON,  A  $5,000  MACHINE 


that  sells  43$  products.  Offer  one  for 
about  $5,000,  Bennett  promises,  and  he'll 
snap  it  up  faster  than  you  can  say:  "Cof- 
fee and  a  cruller,  please." 

Bennett  is  about  to  get  his  wish.  In 
the  next  few  weeks,  a  half-dozen  com- 
puter companies  are  set  to  unveil  work- 
stations priced  undei-  $10,000,  with  some 
as  low  as  $5,000.  Their  goal:  to  broaden 
the  market  enough  to  unseat  No.  1  Sun 
Micro.systems  Inc.  "It's  going  to  be  a 
war,"  acknowledges  Lawrence  W.  Ham- 
bly,  vice-president  for  marketing  at  Sun. 

Sun  has  long  been  a  target  for  the 
other  computer  companies.  But  a  rival 
has  escalated  the  conflict.  No  computer 
maker  is  gunning  for  Sun  more  aggres- 
sively than  Hewlett-Packard  Co.,  which 
in  1989  catapulted  into  the  market  with  a 


workstation.  Silicon  Graph- 
ics Inc.  plans  to  release  an 
upgraded  version  of  its 
$9,500  base-model  graphics 
workstation  on  Jan.  28. 
Digital  Equipment  Corp. 
this  month  starts  shipping 
two  under-$5,000  worksta- 
tions. By  summer,  the  first 
of  dozens  of  PC  makers  in  the  Advanced 
Computing  Environment  (ACE)  consor- 
tium formed  last  April  to  set  worksta- 
tion technology  standards  could  start 
selling  workstation-like  PCs.  And  Sun?  It 
remains  cagey,  but  the  company  is  ex- 
pected to  introduce  a  $4,000  color  ma- 
chine within  the  next  few  months — after 
it  gets  a  good  look  at  what  the  competi- 
tion has  to  offer. 


AVERAGE  WORKSTATION 
SELLING  PRICE 
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At  stake  is  one  of  the  few  robust  mar 
kets  in  the  computer  industry.  Worki 
station  sales  are  growing  faster  thar 
any  other  segment  of  the  business:  Ana' 
lysts  figure  sales  of  the  machines  thi: 
year  will  jump  27%,  compared  with  5' 
growth  in  computers  overall.  Declare^ 
HP  workstation  chief  Gary  Eichhorn; 
"Workstations  will  be  som.e  of  the  majoi 
fuel  for  the  growth  of  the  compute 
business  in  the  '90s." 

Over  the  long  haul,  whichever  compa- 
ny sets  the  technology  standard  for  low- 
priced  workstations  stands  to  control 
wider  swath  of  the  overall  computer  in 
dustry  than  the  $11.3  billion  workstatior] 
market.  For  one  thing,  workstations  ar 
displacing  other  types  of  computers  for] 
a  host  of  applications,  from  running  Bur- 
lington Coat  Factory  Warehouse  Corp.', 
store  cash  registers  to  juggling  sched 
ules  for  American  Airlines  Inc.'s  fligh 
crews.  And  they're  doing  so  at  a  fraction 
of  the  cost  of  mainframes  and  minicom- 
puters— and  a  whole  lot  faster  than  per- 
sonal computers. 

BIG  DISCOUKTS.  Even  more  important, 
ihe  hardware  and  software  technologies 
developed  for  workstations — such  as  re 
duced  instruction-set  computing  (RISC) 
chips  and  advanced  operating  soft- 
ware— could  eventually  dominate  most 
other  kinds  of  computers  as  well.  Says 
William  Filip,  president  of  IBM's  work 
station  division:  "Workstation  techno! 
ogies  are  important  across  the  whok 
range  of  computing." 

Until  now,  high  prices  and  the  smaller 
field  of  competitors  have  also  made 
workstations  a  lucrative  business:  Gross 
profit  margins,  at  about  50%,  are  at 
least  10  points  higher  on  workstations 
than  they  are  on  PCs,  says  Montgomery 
Securities. 

But  thanks  to  the  price 
war  that's  breaking  out, 
that  may  not  be  true  for 
long.  Even  Sun,  not  hurt 
much  by  rivals  so  far, 
could  suffer.  Clark  Mus- 
grove,  president  of  Sun  re 
seller  Entre  Computer  in 
Denver,  says  he  is  being 
forced  to  discount  Sun  ma- 
chines as  much  as  14% 
these  days,  compared  with 
no  discounting  18  months 
ago.  His  gross  margins  are 
now  half  what  they  were — though 
they're  still  about  5  points  higher  than 
his  PC  margins. 

Musgrove  had  to  slash  prices  on  Sun 
workstations  before  HP,  IBM,  and  the 
rest  began  bringing  their  bargain-base- 
ment models  to  market.  Once  those  new 
workstations  hit  the  street,  prices  will 
really  start  falling. 

By  Robert  D.  Hof  in  San  Francisco 
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STRATEGIES  I 


CLEARED  FOR  TAKEOFF:  HARRIS'  ADVANCED  SYSTEM  FOR  THE  FAA  OUTDID  AT&T'S 


HARRIS  IS  LOOKING  SHARP 
IN  CIVVIES 


A  $1.66  billion  air-traffic  deal  will  help  it  kick  the  defense  habit 


There's  nothing  like  slaying  a  giant 
to  bring  the  year  to  a  stirring  con- 
clusion. That's  just  what  Harris 
Corp.  did  on  Dec.  31,  when  it  snatched  a 
Federal  Aviation  Administration  con- 
tract away  from  American  Telephone  & 
Telegraph  Co.  Not  just  any  contract; 
AT&T  had  held  it  since  the  1960s.  The 
deal,  part  of  the  FAa's  $15  billion-plus 
overhaul  of  the  U.  S.  air-traffic-control 
system,  will  revamp  the  voice  communi- 
cations that  link  pilots  and  air-traffic 
controllers. 

It's  also  a  crucial  part  of  Harris'  ef- 
fort to  remake  itself  from  a  company 
that  once  relied  almost  entirely  on  de- 
fense orders.  "It's  certainly  a  crown  jew- 
el in  a  set  of  things  we've  done  since 
1986  to  diversify  the  business,"  says  Al- 
len Henry,  president  of  Harris'  Electron- 
ic Systems  Sector  (ESS). 
SECOND  PASS.  The  award  caps  an  ardu- 
ous five-year  competition  with  AT&T.  So 
rigorous  were  FAA  requirements  that 
neither  company's  prototypes  passed  the 
faa's  tests  in  October,  1990.  The  agency 
gave  both  bidders  another  year,  and  ess 
went  to  work.  "We  took  it  to  heart  when 
we  did  not  pass  those  tests  in  October," 
says  David  Halley,  who  in  January, 
1991,  was  put  in  charge  of  winning  the 
FAA  contract. 


Halley  rallied  his  500  troops  with  pep 
talks,  then  cracked  the  whip.  Vacations 
were  delayed,  and  15-hour  days  became 
the  norm.  One  engineer  postponed  her 
wedding  by  two  months.  Another 
worked  42  days  straight  to  meet  the  fi- 
nal review  schedule. 

The  effort  paid  off.  "Harris  excelled 
over  AT&T  in  all  of  the 
technical  areas,"  says 
James  Busey,  acting 
Transportation  Secretary. 
So  impressive  was  Har- 
ris' performance  that  the 
FAA  chose  Harris  even 
though  its  bid  totaled 
$1.66  billion,  compared 
with  AT&T's  $1.45  billion. 
Howard  Anderson,  presi- 
dent of  researcher  Yan- 
kee Group,  figures  the 
FAA  pact  should  catch  the 
attention  of  commercial 
customers.  He  says:  "We  think  this  is  a 
watershed  event  for  Harris,"  adding 
that  potential  clients  are  now  "going  to 
look  at  the  faa  and  say:  'We  ought  to 
put  Harris  on  our  short  list'  " 

That  should  bode  well  for  Henry's  ef- 
forts to  diversify  his  business.  Known  as 
the  Government  Systems  Sector  until 
1989,  ESS  has  been  the  heart  of  Harris' 
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defense-related  business.  Henry  is  out  to 
change  that.  Defense  contracts  should 
drop  from  75%  of  ESS's  business  in  1986 
to  607'  this  year  and  46';^  by  1995  (chart). 

If  that  goal  is  reached,  the  pace  of 
change  at  Harris  may  slow.  CEO  John  T. 
Hartley  has  put  the  company  through  an 
almost  continuous  make-over  since  1986. 
At  the  moment,  Harris'  businesses 
break  down  into  electronics,  communica- 
tions, and  two  problem  areas:  semicon- 
ductors and  Lanier  business  systems. 
SMOOTH  LANDING?  Those  two  operations 
have  given  Harris  fits.  Fiscal  1991, 
which  ended  last  June,  was  rough  by 
almost  any  measure.  Harris  earned  only 
$19.4  million,  after  a  $73  million  charge 
to  restructure  the  semiconductor  unit, 
on  revenues  of  $3.04  billion.  The  year 
before,  it  earned  $131  million  on  sales  of 
$3.05  billion.  Those  woes  continued  in 
the  first  quarter,  ended  Sept.  27.  With 
the  recession  battering  semiconductors 
and  office  products,  earnings  fell  377' ,  to 
$12.8  million,  on  a  5%  drop  in  sales,  to 
$686  million.  For  all  of  fiscal  1992,  ana- 
lyst Joseph  Bellace  at  Merrill  Lynch  & 
Co.  predicts  operating  income  of  about 
$90  million.  Like  earnings,  the  stock  has 
been  all  over  the  place,  recently  re- 
bounding to  29,  up  from  a  January,  1991, 

low  of  181/4. 

The  hope  around  Harris'  Melbourne 
(Fla.)  headquarters  is  that  the  faa  con- 
tract, combined  with  new  strategies  for 
semiconductors  and  Lanier,  will  end  the 
run  of  bad  news  once  and  for  all.  But 
AT&T  could  bring  the  celebration  at  Har- 
ris to  an  abrupt  end.  The  phone  company 
is  now  mulling  over  whether  to  file  an 
appeal.  "We're  trying  to  determine  why 
the  FAA  rejected  a  bid  that  would  have 
saved  a  considerable  amount  of  taxpayer 
dollars,"  says  John  Stubblefield,  spokes- 
man for  AT&T's  Federal  Systems  Ad- 
vanced Technologies. 

Barring  such  an  ap- 
peal, Harris  is  scheduled 
to  install  its  first  air-traf- 
fic-control system  at  Se- 
attle-Tacoma  Internation- 
al Airport  in  the  spring 
of  1994.  New  systems 
would  then  go  into  at 
least  24  other  airfields. 
Options  and  extensions 
could  nearly  double  that 
figure. 

Meanwhile,  Halley  is 
already  talking  to  avia- 
tion authorities  in  Europe 
and  Asia.  And  not  just  about  air-traffic 
control.  Harris  also  sells  systems  that 
handle  weather  forecasting  and  commu- 
nications, and  it  has  a  satisfied  customer 
in  the  FAA.  As  Halley  realizes,  though, 
winning  more  big  accounts  will  require 
tangling  with  a  few  more  Goliaths. 

By  Gail  DeGeorge  in  Miami,  with  Seth 
Payne  in  Washington 
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Commentary /by  Howard  Gleckmah 

IS  DOUBLE  TAXING  A  BAD  IDEA?  YES. 
DOES  WASHINGTON  WANT  TO  KNOW?  NO. 


A just-released  Treasury  Dept. 
study  asks  some  provocative 
questions  about  the  tax  code's 
impact  on  the  economy.  Should  the 
government  continue  to  tax  corporate 
dividends  twice?  Do  tax  laws  encour- 
age businesses  to  abandon  a  corporate 
structure  in  favor  of  partnerships? 
Most  important,  should  the  U.  S.  go  on 
offering  big  subsidies  to  corporate  bor- 
rowers by  allowing  deductions  for  in- 
terest payments  but  not  for  dividends? 

Alas,  the  268-page 
report  on  integrating 
individual  and  corpo- 
rate income  taxes 
seems  doomed  to  col- 
lect dust  while  Con- 
gress and  the  Admin- 
istration haggle  over 
an  election-year  tax 
cut.  Although  Trea- 
sury staffers  devoted 
five  years  to  the 
study,  the  depart- 
ment's top  officials 
are  treating  it  as  little 
more  than  an  academ- 
ic exercise.  Secretary 
Nicholas  F.  Brady, 
who  professes  deep 
concern  over  business's  excessive  debt, 
didn't  even  put  his  name  on  the  report. 
While  the  study  looks  favorably  on  a 
couple  of  alternative  tax  structures,  it 
makes  no  recommendations.  And  it  of- 
fers no  way  to  pay  for  money-losing 
propositions.  The  message:  Don't  ex- 
pect the  Bush  Administration  to  try  to 
turn  the  ideas  into  law  anytime  soon. 
LONG  VIEW.  Assistant  Treasury  Secre- 
tary for  Tax  Policy  Kenneth  W.  Gide- 
on, who  struggled  to  get  the  study  re- 
leased before  he  leaves  government  at 
the  end  of  January,  takes  the  long 
view.  "This  is  an  issue  we  are  going  to 
have  to  deal  with  in  the  '90s,"  he  says. 

No  kidding.  The  tax  code  helped  cre- 
ate the  imbalances  that  have  brought 
the  economy  to  its  present  pass.  The 
1980s  debt  boom  was  largely  driven  by 
a  tax  system  that  allows  companies  to 
deduct  interest  payments  but  not  divi- 
dends. The  U.  S.  is  among  the  last  of 
the  major  industrialized  nations  to  tax 
profits  twice — once  when  they're 
earned  by  corporations  and  again  if 
they're  paid  as  dividends  to  investors. 


BRADY  DIDN'T  EVEN  PUT  HIS 
NAME  ON  TREASURY'S  REPORT 


The  tax  code's  flaws  can  be  correct- 
ed. The  simplest  solution  would  allow 
taxpayers  to  exclude  from  income  the 
dividends  they  receive,  leaving  corpora- 
tions to  pay  all  taxes  on  profits.  Or 
corporations  could  act  much  like  part- 
nerships and  pass  their  tax  liability 
straight  through  to  shareholders. 
DYNAMITE.  A  third  alternative,  one  that 
has  support  among  Treasury  staffers, 
is  the  so-called  Comprehensive  Busi- 
ness Income  Tax.  Under  this  scheme, 
corporations  could  de- 
duct neither  interest 
nor  dividend  pay- 
ments. But  investors 
would  pay  no  tax  on 
the  income  they  re- 
ceive from  either 
stocks  or  bonds. 

These  proposals  are 
all  political  dynamite. 
Some  might  be  at- 
tacked as  tax  breaks 
for  the  rich  or  for 
companies.  And  man- 
agement is  cool  to  any 
tax  change  that  would 
cause  shareholders  to 
look  harder  at  the 
profit-and-loss  state- 


ment. Pension  funds,  which  enjoy 
great  tax  advantages  over  other  inves- 
tors, would  howl.  So  would  state  and 
local  governments,  whose  tax-exempt 
bonds  might  lose  much  of  their  allure. 
But,  for  now,  supporters  of  the  status 
quo  needn't  fret. 

The  White  House,  scrambling  for  a 
magic  elixir  to  get  the  economy  rolling 
by  Election  Day,  is  too  busy  to  think 
about  long-term  structural  reform  of 
the  tax  code.  Nor  is  Congress  paying 
attention.  While  lawmakers  are  falling 
all  over  themselves  sponsoring  bills 
that  would  cut  a  middle-class  family's 
annual  tax  bill  by  a  few  hundred 
bucks,  just  one,  Representative  Guy 
VanderJagt  (R-Mich.),  has  tried  to  ad- 
dress tax  integration. 

The  Treasury  report  raises  impor- 
tant issues.  But  these  days,  the  politi- 
cal system's  response  to  long-term 
problems  is  to  wish  them  away.  That's 
what  it  has  tried  to  do  with  the  budget 
deficit.  And,  sadly,  it's  about  to  do  the 
same  with  the  problems  of  double  tax- 
ation and  tax-favored  borrowing. 


LEGAL  AFFAIRS  I 


'I'M  FRIGHTENED 
FOR  MY  LIFE' 


The  FDA's  action  on  breast 
implants  will  spur  more  lawsuits 


Karen  Reid  vividly  recalls  when 
she  heard  something  pop  in  one 
of  her  surgically  enhanced 
breasts  nine  years  ago.  Within  weeks, 
Reid,  then  a  28-year-Gld  Army  financial 
specialist  based  in  Virginia,  felt  pains  in 
her  shoulder.  Then  came  immunological 
problems  and  nodules  popping  up  on  her 
arms  and  legs.  She's  sure  the  source  of 
her  problems  is  silicone  that  spewed 
from  the  ruptured  breast  implant.  "I 
wish  I  had  kept  wearing  a  padded  bra," 
she  says.  "I'm  frightened  for  my  life." 

She's  also  mad  enough  to  sue  for  mil- 
lions in  damages  from  the  implant's 
maker,  Dow  Corning  Corp.  And  she's 
about  to  have  a  lot  of  company.  On  Jan. 
6,  Food  &  Drug  Administration  Commis- 
sioner David  A.  Kessler  ordered  a  45-day 
moratorium  on  the  sale  and  use  of  sili- 
cone gel  implants.  That  decision  will  wid- 
en the  legal  floodgates  for  suits  against 
implant  makers  Dow  Corning,  McGhan 
Medical,  Mentor,  and  Bioplasty. 
'SERIOUS  RISK.'  Already,  more  than  a 
hundred  lawsuits  are  pending.  And  since 
more  than  2  million  women  in  the  U.  S. 
received  breast  implants  over  the  past  30 
years,  if  the  implants  are  proved  harm- 
ful, the  potential  liability  for  the  compa- 
nies could  be  staggering. 

The  implant  makers  insist  that  their 
products  aren't  dangerous.  But  fighting 
lawsuits  while  satisfying  the  FDA  will  be 
a  tough  struggle,  especially  for  Dow 
Corning.  Attorneys  for  Mariann  Hop- 
kins, who  in  December  won  a  $7.34  mil- 
lion judgment  against  Dow,  say  that  in- 
ternal Dow  memos  describing  worrisome 
implant  problems  were  key  to  their  case. 

Those  documents  helped  persuade 
Kessler  to  issue  the  temporary  ban. 
Now,  the  fate  of  many  lawsuits  and  im- 
plants themselves  is  riding  on  what  the 
FDA  does  next.  A  good  bet:  treating  the 
implants  as  new  and  untested  products. 
To  sell  the  devices,  the  companies  would 
have  to  complete  rigorous  scientific 
studies.  Says  Gerald  Kuester  of  the  Pub- 
lic Citizen  Health  Research  Group:  "The 
sooner  these  implants  are  off  the  mar- 
ket, the  sooner  a  safer  one  will  be 
found."  Dow  Corning  and  the  other 
makers  of  the  devices  say  a  safe  product 
already  exists.  But  now,  they  must  meet 
an  even  heavier  burden  of  proof. 

By  John  Carey  in  Washington 


Because  new  Mcrosoft  Works  does 
everything  finom  mailing  lists  to  business 
plans,  it  can  put  any  business  on  a  roll. 


it's  very  easy  to  do  things  like  prepare  cus- 
tomer mailing  lists,  financial  analysis,  busi- 
ness plans  and  much  much  more. 

Furthermore,  because  it's  Windows- 
based,  it  works  a  lot  less  like  a  computer 
and  a  lot  more  like  you. 

To  find  out  the  name  of  your  nearest 
reseller,  give  us  a  call  at  (800)  541-1261, 
Department  T48.  And  find  out  how  easy  it 
is  to  get  your  business  cooking. 

Miaosolt 


^        Why  just  talk  to 
^  Don  Schulze,  owner  of 
^  "Shultzy's."  Don  uses 
new  Microsoft*  Works 
for  Windows^  to  run 
almost  his  entire  busi- 
ness. And  the  reasons 
are  simple.  Works  comes  complete  with  a 
word  processor,  spreadsheet,  charting,  data- 
base and  drawing  tools.  Or,  as  Don  would 
say  ''It  comes  with  the  works'.'  So  it's  ideal 
for  any  small  business. 

And  since  everything  works  together. 


Works  for  Windotm  is  part  of  the 
Microsoft  Solution  Series. 


©  1991  Microsoft  Corporation  M  nghts  resmrd  Pnnled  m  the  US  A  h  the  5U  LImled  States,  call  (8001 541-I2m.  Dept  T4S  In  Canada,  call  (800)  563-9048.  outside  the  United  States  and  Canada,  call  (206)  9368661  Microsoft  is  a  registered 
tradenuirk  and  Windows  is  a  trademark  of  Microsoft  Corporation.  Companies,  names,  and  data  used  m  screens  and  sample  output  are  fictitums  unless  otherwise  noted  Shultzy's  and  Don  Schulze's  names  used  mth  permission. 


LINCOLN-MERCURY  DIVISION 

'Supplernental  Restraint  System. 
Always  wear  your  safety  belts. 


TOURISM  I 


HEARTBREAK  HOTEL 
FOR  TOURISM 


It's  having  a  wretched  quarter,  but  the  industry's  loss  is  tourists'  gain 


If  you  were  lucky  this  Christmas,  you 
might  have  glimpsed  Kevin  Costner 
or  Danny  De  Vito  schussing  down 
the  slopes  of  Deer  Valley  Resort  in 
Utah.  Maybe  you  saw  Sylvester  Stallone 
and  Barbra  Streisand  in  the  lift  line  in 
Aspen.  And  soon  you  may  cross  ski  tips 
with  Kathryn  S.  Keller.  Kathryn  who? 
She's  a  Boulder  real  estate  agent  who 
would  rather  celebrate  her  40th  birthday 
in  a  different  location.  "One  of  those 
Club  Med  places  or  the  Virgin  Islands," 
the  mother  of  two  says  wistfully. 

The  culprit:  the  recession,  which  blew 
away  Keller's  winter  vacation  plans,  not 
to  mention  her  husband's  job.  And  much 
of  the  U.  S.  travel  industry 
is  lamenting  along  with  the 
couple.  A  year  after  the 
gulf  war  and  terrorist  wor- 
ries persuaded  many  trav- 
elers to  stick  close  to 
home,  lengthening  econom- 
ic woes  are  keeping  many 
of  them  there  again. 

That's  good  news  for 
those  willing  to  make  last- 
minute  plans.  Hotels,  ea- 
ger to  fill  rooms,  are  slash- 
ing their  usual  rates.  And 
while  air  traffic  jumped  67^ 
over  last  year  during  the 
December  holiday  period, 
there  are  still  good  deals  to 
be  had  for  trips  to  Europe, 
Orlando,  and  elsewhere. 
BLOODY  MAUI.  The  best 
bargains,  though,  are  on 
the  ground.  "We've  got 
a  commodity — a  room — 
that's  only  got  a  one-day 
shelf  life,  so  we  have  to 
move  it,"  says  Bill  Evans, 
general  manager  of  the 
319-room  Bahia  Resort  Ho- 
tel on  San  Diego's  Mission 
Bay.  The  Bahia  cut  its  usu- 
al room  rate  of  $125  to  $69 
in  January  to  stir  up  busi- 
ness. And  it  isn't  doing 
badly:  It  anticipates  a  757 
occupancy  rate  that  month, 
Evans  says,  compared  with 
60%  for  many  other  San 
Diego  hotels.  Even  the 
classy  Hotel  del  Coronado 
near  San  Diego  is  cutting 
some    room    rates  and 


throwing  in  free  breakfasts  in  January. 

San  Diego's  woes  look  good  next  to  an 
increasingly  overbuilt  Hawaii.  There,  re- 
ports hotel  consultants  Pannell  Kerr 
Forster,  late-1991  occupancy  levels  had 
fallen  to  737  from  777  the  year  be- 
fore— and  lower  than  607  when  you  ven- 
ture off  Oahu. 

The  quick  fix:  deep  price  cuts.  At  the 
22-acre  Maui  Intercontinental  Resort, 
where  occupancy  in  February  is  expect- 
ed to  be  737,  vs.  82%  in  1991,' rooms  that 
normally  go  for  as  much  as  $279  a  night 
can  be  had  for  $159.  Elsewhere,  the  cut- 
ting is  nearly  as  aggressive  (table).  The 
Seabrook  Island  Resort  in  South  Caroli- 


lURING  THE  RELUCTANT  WINTER  TRAVELER 

FANTASY 
ISLAND 

Kapalua  Bay  Hotel  &  Villas  on  Maui  is  offering  ^ive 
nights  for  the  price  of  four,  plus  a  $100  food  credit 

FRIENDS  FROM 
NEAR  AND  FAR 

Folks  living  near  Disneyland  get  37%  off  an  adult  tick- 
et to  the  park.  Out-of-towners  at  the  Disneyland  Hotel 
get  cut-rate  rooms  and  free  park  admission 

DEALS 
ON  WHEELS 

Stay  three  nights  at  the  Princess  Resort  in  Scottsdale, 
Ariz.,  and  the  hotel  will  pay  for  your  rental  car 

CURE  FOR 
LONELINESS 

Carnival  Cruise  Lines  offers  two-for-one  deals  from 
Port  Canaveral  to  the  Bahamas 

na  not  only  cut  its  $140-a-person  rate  to 
$110  but  also  picks  up  the  tab  for  greens 
fees  and  golf  cart  rental.  Carnival 
Cruise  Lines  offers  a  two-for-one  fare 
from  Florida  to  the  Caribbean  and  back. 

Not  every  area  of  the  country  is  as 
hard  hit.  Thanks  to  the  best  snow  condi- 
tions in  years,  activity  at  ski  resorts  in 
Colorado,  Utah,  and  elsewhere  is  up  by 
as  much  as  2070  over  last  year.  But 
many  skiers  are  jetting  in  for  shorter 
stays  and  spending  less  in  boutiques  and 
restaurants. 

To  counter  the  slowdown,  promotions 
are  busting  out  all  over.  The  Las  Vegas 
convention  bureau  recently  allocated 
$1.3  million  for  a  radio  and  television 
campaign  in  key  markets.  To  help  fill  its 
rooms,  Hyatt  Hotels  Corp.  has  begun 
arranging  its  own  air  packages  to  Ha- 
waii and  the  Caribbean.  "The  idea  is  to 
do  everything  but  cut  your  rates,"  says 
Christopher  Baum,  marketing  vice-presi- 
dent for  Hilton  Hotels  Corp.,  which  is 
giving  a  Chrysler  car  each  quarter  to 
the  guest  who  stays  the  most  often. 

Giveaways  may  work 
where  the  lure  of  a  major 
event  seems  to  have  failed. 
A  month  before  the  Feb.  8 
start  of  the  Winter  Olym- 
pic Games  in  Albertville, 
France,  at  least  107  of  the 
400,000  available  beds  in 
the  French  Alps  region  are 
unsold.  Ticket  sales  were 
extended,  hotels  are  cut- 
ting rates,  and  some  corpo- 
rate sponsors  have  had  to 
resell  tickets  bought  for 
uninterested  guests. 
SPECIAL  GUEST.  If  the 
Olympics  can't  draw  a 
crowd,  the  weaker  green- 
back still  can.  European 
travelers  are  picking  up 
some  of  the  slack  in  Orlan- 
do and  the  Caribbean.  And 
Japanese  tourists  seem  to 
be  returning  to  Hawaii  and 
Southern  California. 

GO  USA,  a  coalition  of  50 
travel-related  companies,  is 
using  a  very  special  guest 
star  in  an  ad  that  tries  to 
lure  the  British  to  the  U.  S. 
"What  are  you  waiting 
for,"  George  Bush  im- 
plores in  the  spot,  "an  invi- 
tation from  the  Presi- 
dent?" If  the  pitch  works, 
maybe  the  group  ought  to 
buy  some  time  in  the  U.  S. 

By  Ronald  Grover  in  Los 
Angeles,  with  Sandra  D. 
Atchison  in  Denver,  Gail 
DeGeorge  in  Miami,  and 
linreau  reports 
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It  weiglis  8,000,000  pounds  less  tlian  your  average  lilTrary. 


Introducing  the  Sony  Data  Discman™  Electronic  Book  Player.  Possibly  the  most 

amaz,ing  leap  forward  for  the  written  word  since  the  printing  press. 
An  incredible,  palm-sized,  portable  electronic  book,  that  allows  you  to  carry  a 
library  of  information  wherever  you  goT 
Just  imagine  being  able  to  access  the  entire  Compton  s  Concise  Encyclopedia™  on 

one  disk.  Each  disk  can  hold  up  to  100,000  pages  or  32.000  graphic  images. 
There  are  electronic  books  ranging  from  business  and  travel  to  music  and  sports. 

all  at  the  touch  of  a  button. 
The  Sony  Data  Discman.  Can  we  carry  your  books  for  you? 

The  Sony  Oata  Discman  comes  with  three  free  electronic  books  Compton's  Concise  Encyclopedia"'. 
Wellness  E  ncyclopecj  ia  .  c»  nd  Passport's  World  Xravel  Translator. 
For  furt  her  in  formation,  a  list  of  currently  aval  table  electronic  book  titles  and  retail  outlets,  call  l-800~5  2^>-2  287. 


tofpofalkin  of  America  All  Rlqtils  Reserved  Sony  and  Data  Discman  are  Irademarks  o(  Sony 
Compton's  Concise  EncvclopeOiu*  c  1991  t^klmplon's  Learning  Company  Publlsled  by  Compton  s  New  Media  divisioi 
Wellness  Encyclopedia  K 1931  Health  Letter  Association 

Passport's  World  Trairel  Translator  €1991  by  Passport  Boons,  a  division  ol  NTC  Pubtistiing  Group  Alt  fligttts  Reserved 


of  Compton's  MultiMedla  Publishing  Group.  Inc 
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THE  INS  AND  OUTS  OF  '92 


Downwardly  mobile  professionals?  Greater  Germany?  Macaroni  and  cheese?  What's  going  on  here? 


Yikes!  BUSINESS  wp:ek's  t'ad-and-fashion  watchers  have 
surveyed  the  scene,  and  here's  their  conclusion:  The 
'90s  are  the  '3()s  all  over  again.  Consider:  Mac  'n'  cheese  is 
way  in.  DumjMes,  downwardly  mobile  professionals,  are 
hip.  In  Washington,  national  health  care  and  public  works 


programs  are  hot.  The  workplace  looks  hke  granddad's, 
too— with  si)eedups,  insecurity,  and  firings  galore.  Not  all  is 
retro,  thank  heavens.  We've  got  step  aerobics  and  pay- 
per-view  TV.  Not  to  mention  Annette  Bening  and  Nick 
Nolte.  Eat  yer  heart  out.  Pop. 


THEY'RE  BAACK! 


BENING:  BOFFO  IN  BUGSY 


WHAT'S  IN 


POLITICS  & 

Dems  woo  the  middle  class 
The  GOP  woos  the  middle  class 
Minsk 

Greater  Germany 
National  health  care 
Tax  cuts 
Quota-bashing 
Economic  struggle  with  Japan 
Harvard  Economics 


WHAT'S  OUT 


ECONOMICS 

Dems  woo  the  poor 
The  GOP  woos  the  rich 
Moscow 
Europe  '92 
Points  of  light 
Budget  worries 
Willie  Horton-bashing 
Cold  war  with  the  Soviets 
Chicago  School 


MANAGEMENT 


Grousing  about  long  hours 
Gender-sensitivity  training 
Speedups  for  workers 
Skills  portfolio 
Lean  manufacturing 
Firing 


Boasting  about  long  hours 
Sexual  harassment 
Fat  pay  for  bosses 
Organization  Man 
Moss  production 
Early  retirement 


FINANCE 


Merrill  Lynch 

Salomon  Brothers 

%                          The  Dow 

The  Nikkei 

^        Short-term  bond  funds 

Money-market  funds 

IPOs 

Credit-card  debt 

Small-cap  stocks 

CDs 

Elaine  Garzarelli 

The  Feshbach  brothers 

Fixed-rate  mortgages 

Floating-rate  mortgages 

SOCIAL 

TRENDS 

Dumpies* 

Yuppies 

Pay-per-view 

Video  rentals 

Annette  Bening 

Kim  Basinger 

Nick  Nolte 

Kevin  Costner 

Macaroni  and  cheese 

Pesto 

Cabbage  Patch  dolls  (again) 

Ninja  Turtles 

6ever/yH.7/s  90210 

L.A.  Law 

Step  aerobics 

Personal  trainers 

Sideburns 

Ponytails 

The  Gap 

Ralph  Lauren 

Garth  Brooks 

Michael  Jackson 

'Downwardly  mc 

bile  professionols 

JACKSON:  NO  LONGER  THRILLING 


GRAY  FLANNEL:  UNSUITABLE 


This  ad 
is  the  OTly 
sales  pressure 
you'll  ever 
get  from 
Fidelity  Discount 
Brokerage. 

Tired  of  high-pressure,  full-cost  brokers?  Now  you  can  trade  for  yourself...  without  the 
hard  sell.  And  save  up  to  76%  on  stock  and  option  commissions!  ^ 

Fidelity  Discount  Brokerage  offers  a  full  range  of  investments  including  more  than  600 
mutual  funds  like  Fidelity  Magellan  Fund  and  other  leading  fund  families  such  as  Janus, 
Kemper,  and  Franklin.^ 

As  one  of  the  nation's  largest  investment  companies,  Fidelity  has  the  resources  and 
expertise  to  help  you  invest  with  confidence.  And  our  registered  representatives  are 
available  24  hours  a  day  to  assist  you. 

So  if  you're  tired  of  the  pressure,  get  your  FREE  Fidelity  Discount  Brokerage  Fact  Kit. 
Visit  your  local  Investor  Center  or  call  24  hours. 

1-800-544-7272 


Fidelity  ^j-.^  Investments* 

Discount  BroHer age 

^  76%  savings  based  on  an  October  1991  survey  of  full-cost  brokers.  Minimum  commission  $36.  Minimum  initial  investment  required. 
'For  more  information,  including  charges,  expenses,  and  applicable  sales  charges,  call  or  write  for  a  free  prospectus.  Read  it  carefully 
before  you  invest  or  send  money.  Fidelity  Distributors  Corporation,  82  Devonshire  Street,  Boston,  MA  02109.  Fidelity  Discount  Brokerage 
is  a  service  of  Fidelity  Brokerage  Services,  Inc.,  161  Devonshire  Street,  Boston,  MA  02110.  Member  NYSE,  SIPC.  Fidelity  Investments  is  a 
registered  trademark  of  FMR  Corp.,  the  parent  of  the  affiliated  Fidelity  companies. 
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HOW  HOILYWOOD 
SLICED  THE  PIE 

U.S.  moviegoers  bought  $4.7 
billion  worth  of  tickets  in  1991 
(Da;/y  Variety  kept  counting  until 
Jon.  5,  1 992),  down  from  more 
than  $5  billion  the  year  before. 
The  revenue  shortfall  was  hard 
on  some  studios,  notably  Para- 
mount and  Universal.  By  contrast, 
Sony  Corp.'s  two  filmmaking  units, 
Tri-Sfar  and  Columbia,  made  big 
strides  in  a  generally  down  year 

MARKET  SHARE 


STUDIO 

1990 

1991 

WARNER  BROS. 

i3.r° 

13.9% 

WALT  DISNEY 

15.5 

13.7 

PARAMOUNT 

14.9 

12.0 

FOX 

13.1 

11.6 

UNIVERSAL 

13.1 

11.0 

TRI-STAR 

9.0 

10.9 

COLUMBIA 

4.9 

9.1 

ORION 

5.6 

8.5 

NEW  LINE 

4.4 

4.0 

MGM-PATHE 

2.8 

2.3 

o«»  DAILY  vMiny 

BRISTOL-MYERS  GIVES 
UNCLE  SAM  A  BREAK 


►  Hoping  to  head  off  congres- 
sional pressure  for  lower 
drug  prices,  Bristol-Myers 
Squibb  on  Jan.  7  said  it  would 
cut  the  prices  it  charges  the 
federal  government.  Uncle 
Sam  will  now  pay  prices  com- 
parable to  those  that  state 
medicaid  programs  pay.  The 
feds,  for  instance,  will  pay 
$34.0.5,  down  from  $38.22,  for 
a  100-pill  bottle  of  Capoten,  an 
antihypertensive.  The  nongov- 
ernment price:  $4-5.  Bristol 
still  expects  to  raise  consum- 
er-market prices  as  needed, 
and  it  anticipates  no  damage 
to  profits:  It  figures  the  gov- 
ernment, its  biggest  custom- 
er, will  just  buy  more  drugs. 


PASSING  THE  TORCH 
AT  THE  POSTAL  SERVICE 


>  When  Anthony  Frank  took 
over  as  Postmaster  General  in 
1988,  friends  warned  him  he 
i  was  taking  on  a  thankless 


task.  But  Frank,  who  said  on 
Jan.  7  that  he  would  step 
down  effective  Feb.  28,  made 
headway  against  the  Postal 
Service's  stubborn  bureaucra- 
cy. He  slashed  the  payroll  and 
sped  up  automation  plans. 
Still,  the  service  posted  a  $1.6 
billion  deficit  in  1991.  His 
probable  successor:  Federal 
Trade  Commission  Chairwom- 
an Janet  Steiger. 


A  SEMATECH  FOUNDER 
JUMPS  SHIP 


►  Sematech,  the  semiconduc- 
tor-research consortium,  has 
lost  a  founding  member.  LSI 
Logic,  a  Milpitas  (Calif.)  devel- 
oper of  custom  circuits,  ob- 
jected to  Sematech's  practice 
of  investing  directly  in  manu- 
facturers of  chipmaking 
equipment.  It's  also  suffering 
financial  problems,  and  LSl's 
defection  comes  as  Sematech 
is  seeking  $100  million  in  new 
federal  funding  to  match  a 
like  amount  from  consortium 
members.  The  Austin  (Tex.) 
consortium  says  LSl's  depar- 
ture will  have  "minimal  ef- 
fect" on  its  funding. 


COMING:  FEWER  SHADY 
CHARACTERS  ON  TV 


►  Ghostbusters  are  back.  No, 
not  the  movie,  but  a  new  tech- 
nology that  can  erase  the  dual 
images,  known  as  ghosts,  that 
have  annoyed  TV  viewers  for 
vears.  The  National  Associa- 


DIVORCE,  RECESSION  STYLE 


In  a  recession,  entrepreneurial 
behavior  often  takes  on  a  ghoul- 
ish cast,  but  this  may  be  a  new 
low.  Philadelphia  lawyer  Neil 
Stein  suggests  that  business 
owners  with  troubled  marriages 
should  untie  the  knot  while 
times  are  hard. 

Here's  his  reasoning:  With 
their  businesses  worth  less  in  a 
recession,  owners  could  win  low- 
er settlements  when  courts  div- 
vy up  the  assets.  "From  the  business  owner's  point  of  view, 
now's  a  good  time  to  get  out,"  says  Stein.  By  the  same  token, 
though,  the  owner's  spouse  might  want  to  keep  the  marriage 
limping  along  until  the  economy  improves. 

Maybe  Stein  just  knows  his  demographics  and  is  preparing 
for  lean  times  in  his  own  profession.  You  see,  there  were  only 
2.4  million  marriages  in  the  12-month  period  ended  last  August, 
down  40,000  from  a  year  earlier.  Ergo,  the  number  of  breakups 
should  also  trend  down.  For  every  silver  lining,  a  cloud. 


tion  of  Broadcasters  is  set  in 
late  January  to  release  the  re- 
sults of  tests  of  five  systems 
that  all  but  eliminate  the  in- 
terference caused  by  build- 
ings, trees,  and  other  objects. 

An  industry  standards-set- 
ting body  known  as  the  Ad- 
vanced Television  Systems 
Committee  later  will  choose 
the  winning  company,  which 
stands  to  reap  huge  royalties. 
The  competitors  include  the 
Broadcasting  Technology 
Assn.  of  Japan,  Samsung 
Electronics,  Philips  Labs,  a 
team  from  Zenith  and  Ameri- 
can Telephone  &  Telegraph, 
and  another  team  from  Thom- 
son Consumer  Electronics  and 
David  Sarnoff  Research  Labs. 


SEARS  GETS  TRIM 
FOR  THE  NEW  YEAR 


►  Sears  Roebuck  is  spending 
$60  million  to  automate  6,900 
clerical  jobs  out  of  existence. 
On  Jan.  7,  the  troubled  retail- 
ing giant  said  it  will  install 
28,000  computerized  cash  reg- 
isters at  its  868  stores  in  the 
U.  S.  The  move  should  reduce 
annual  operating  expenses  by 
about  $50  million.  Separately, 
Sears  announced  plans  to  sell 
a  minority  stake  in  its  credit- 
card  processing  unit.  A  com- 
pany spokesman  says  that 
Sears  may  sell  other  "periph- 
eral" businesses. 


BUSH  MAY  STRAFE 
THE  STEALTH  BOMBER 


►  The  B-2  bomber  is  about  to 
take  a  grave  blow.  In  his  Jan. 
28  State  of  the  Union  address, 
President  Bush  is  expected  to 
ask  for  as  few  as  20  of  the 
stealth  bombers,  whereas  the 
Pentagon  originallv  wanted 
132.  The  demise  of  the  B-2 
may  be  good  news  for  taxpay- 
ers, who'll  save  up  to  $25  bil- 
lion. But  the  announcement 
won't  exactly  delight  Nor- 
throp, which  derives  half  its 
$5.5  billion  in  revenues  from 
B-2  work. 


At  last,  everything 
you've  been  waiting  for 
in  an  affordable 
plain  paper  laser  fax. 

Including  a  break. 


Fujitsu  set  the  industry  standard  in  laser  plain 
paper  faxes.  Today,  the  dex  740  sets  a  new  stan- 
dard. It  combines  an  affordable  purchase  price 
and  low  operating  costs,  with  high-performance 
features  designed  to  keep  your  business  running 
smoothly. 

A  break  from  bottlenecks.  No  more  standing 
in  hne  for  the  fax  machine.  With  its  dual  access 
feature,  the  dex  740  can  prepare  one  document 
for  sending  while  transmitting  another.  Make 
copies  while  it's  sending  or  receiving.  Scan  and 
program  a  document  for  delayed  broadcast  while 


Clear  efficiency.  Communication  flows  with 
optimum  efficiency,  with  the  clarity  of  Ultra- 
Smooth  printing  and  automatic  error  correction. 
Even  when  you're  replenishing  paper  or  sup- 
plies, the  dex  740  continues  to  transmit  and 
receive  documents  uninterrupted. 

Backed  by  the  experts.  Add  to  the  above,  the  fact 
that  it's  backed  by  one  of  the  largest,  dedicated 
fax  service  organizations  in  the  world,  and  you'll 
see  why  the  dex  740  is  everything  you've  been 
waitmg  for. 

So  why  wait  any  longer?  Contact  Fujitsu  Imaging 
Systems  of  America,  36  Apple  Ridge  Road, 
Danbury,  CT  06810  or  call  1-800-243-7046. 


it's  receiving.  And  perform 

any  function  you  choose 
^^^^^^  at  the  touch  of  a 
^^^^^  single  button. 


Is  1.5  seconds 
^,40  fast  enough? 

That's  all  the  time 
it  takes  for  the  dex 
740  to  scan  one  page. 
No  other  fax  gives  you 


that  break.  Plus  a  trans- 
mission speed  of  just  9  seconds. 


FUJITSU 


The  global  computer  and  communications  company. 


Start  your  engines. 

That's  the  rallying  cry  you'll 
hear  each  day  at  Group  Pirelli,  one 
of  Italy's  most  famous  companies. 
For  years,  they've  made  the  tires 
that  carry  the  world's  greatest 
auto  racers  to  victory 

But  did  you  know  they're  also 
a  leading  producer  of  telecommu- 
nication and  energy  transmitting 
cables,  industrial  components, 
engine  parts  and  even  rubber 
gloves? 

With  all  that  going  on,  Pirelli's 
IS  Department  wasted  no  time  in 
making  productivity  its  top  priori- 
ty "Our  industry  moves  quickly" 
says  Dr.  Gianfranco  Cappelli, 
Pirelli's  Corporate  IS 
Director,  "and  turn- 
around is  very  impor- 
tant. We  always  have 
to  know  our  clients' 
needs.  And  we're  con- 
stantly trying  to  improve  our 
delivery  times." 

Since  Pirelli  switched  to  CA 
software  six  years  ago,  productivi- 
ty at  both  mainframe  and  PC  levels 
has  raced  ahead  by  more  than30%. 

"But  best  of  all,  CA  is  the  most 
reliable  partner  I've  ever  worked 
with!'  declares  Cappelli.  "I  like  to 
think  of  them  as 
a  pit  crew.  Their 


CA90s 


Dr.  Gianfranco  Cappelli 's 
strategic  use  of  ca  software 
HAS  PUT  Group  Pirelli  in  Victory 
Lane.  Information  Systems  ' 

productivity  HAS  INCREASED 
BY  MORE  THAN  30% 
OVER  THE  PAST  SIX  YEARS. 


service  and  sup- 
port is  tremen- 
dous. And  they 
develop  new 
products  that 
always  seem  to 
fit  our  needs 
perfectly  You 
don't  know  how  much  we  appreci- 
ate that." 

So  where  does  that  leave 
Pirelli? 

"Taking  the  checkered  flag,  of 
course." 

QOMPUTER' 
/iSSOCIATES 

Software  superior  by  design. 

©  Computer  Associates  International,  Inc..  711  Stewart 
Avenue.  Garden  City,  11530-4787,  1-800-645-3003, 
All  trade  names  referenced  are  trademarlis  or  registered 
trademarl^s  of  their  respective  companies. 
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HEALTH  CARE:  FIHALLY,  A  PULSE 
AT  THE  WHITE  HOUSE 


With  poll  after  poll  finding  that  health  care  has  be- 
come a  top  voter  concern,  President  Bush  knows  he 
has  to  offer  an  election-year  response  to  Democratic 
cries  for  action.  And  with  time  running  out  before  the  Jan.  28 
State  of  the  Union  address,  the  Administration  may  be  ready 
to  embrace  some  radical — for  Republicans — ideas  for  dealing 
with  the  problem. 

The  newest  idea  being  considered.  Administration  sources 
tell  BUSINESS  WEEK,  would  require  all  companies,  including 
small  businesses,  to  offer  their  workers 
health  insurance  at  group  rates.  The  Bush 
plan  would  ask  employers  to  pay  the  admin- 
istrative costs  of  setting  up  plans  and  deal- 
ing with  insurers.  But  unlike  the  "mandated 
benefits"  schemes  pushed  by  Democrats,  it 
would  allow  companies  to  make  workers 
pay  the  premiums. 

'NOT  A  GIFT.'  Another  proposal  getting  a 
serious  hearing  is  a  tax  credit  of  up  to 
$3,000  to  help  low-income  individuals  buy 
insurance.  The  credit  would  be  "refund- 
able." In  other  words,  taxpayers  owing  les.^ 
than  $3,000  in  income  tax  would  get  a  check 
from  the  government  for  the  difference. 

At  the  urging  of  Health  &  Human  Ser- 
vices Secretary  Louis  W.  Sullivan,  the  Ad- 
ministration may  finance  the  credit  with  an- 
other very  un-Republican  approach:  income 
redistribution.  Workers  who  get  employer-paid  health  insur- 
ance would  pay  tax  on  at  least  part  of  the  premiums.  Business, 
which  solidly  opposed  taxing  benefits  during  the  1986  tax 
reform  debate,  may  split  because  of  the  pressure  that  rising 
health  costs  have  put  on  companies.  "This  helps  business  by 
drawing  their  employees'  attention  to  the  fact  that  health  care 
is  not  a  gift,"  says  Ellen  Goldstein  of  the  Association  of 
Private  Pension  &  Welfare  Plans. 

The  options  remain  vague,  and  some  of  the  more  novel  ideas 
could  fall  by  the  wayside.  Administration  officials  haven't 


costed  out  the  tax  credits.  Nor  have  they  figured  out  whether 
any  tax  on  health  benefits  should  be  based  on  an  employee's 
income  or  on  the  value  of  benefits  received.  And  it's  unclear 
how  the  new  tax-credit  plan  would  work  with  the  existing 
medicaid  program  of  government-paid  health  care  for  the  poor. 

Bush  is  likely  to  choose  less  controversial  reforms.  One 
would  prohibit  insurers  from  denying  coverage  to  anyone  be- 
cause of  an  existing  medical  condition  and  from  limiting  bene- 
fits for  particular  diseases,  such  as  aids.  The  Administration  is 
also  looking  for  ways  to  encourage  small 
businesses  to  band  together  and  negotiate 
with  health  insurers  for  cheaper  rates. 

The  Administration's  plans  are  being 
drafted  in  a  hothouse  atmosphere.  For 
months,  former  White  House  Chief  of  Staff 
John  H.  Sununu  suppressed  the  issue.  Then 
Democrat  Harris  Wofford  won  a  Pennsylva- 
nia Senate  election  after  proclaiming  health 
care  a  "fundamental  right."  Bush's  slide  in 
the  polls  and  Sununu's  exit  made  health 
reform  a  priority.  Now  Sullivan,  Budget  Di- 
rector Richard  G.  Darman,  Treasury  Secre- 
tary Nicholas  F.  Brady,  Chief  Economist  Mi- 
chael J.  Boskin,  and  domestic  policy  chief 
Roger  Porter  are  working  full  speed  to  de- 
velop a  plan. 

The  announcement  of  the  Administration 
plan  will  set  off  what  may  be  the  most 
important  policy  debate  of  the  year.  The  Democrats  will  blast 
Bush's  plan  for  doing  too  little  to  control  health  costs  and  to 
ensure  benefits  for  the  middle  class.  They  will  call  for  more 
drastic  changes,  either  requiring  employers  to  provide  paid 
coverage  or  setting  up  a  government-run  health  system. 

Congress  isn't  likely  to  enact  sweeping  reforms  this  year. 
But  now  that  the  Administration  is  about  to  join  the  health 
care  battle,  the  issue  may  acquire  unstoppable  momentum — 
and  reform  may  well  become  law  in  1993. 

By  Susan  B.  Garland 


CAPITAL  WRAPUP I 


NEW  HAMPSHIRE 


Economic  points  of  light  are  hard  to 
come  by  in  recession-riddled  New 
Hampshire.  But  the  White  House  has 
found  one  for  President  Bush's 
planned  kickoff  campaign  visit  to  the 
state  on  Jan.  15.  Bush's  first  stop  will 
be  at  Rochester  (N.  H.)-based  Cable- 
tron Systems  Inc.,  a  maker  of  comput- 
er networking  equipment.  While  other 
New  England  high-tech  companies 
have  been  sagging,  fast-growing 
Cabletron  earned  $41  million  on  sales 
of  $208  million  in  the  first  nine  months 
of  1991  and  increased  its  employment 
to  2,000  from  1,300. 
The  company  is  perfect  for  Bush, 


who  has  taken  flak  for  the  fat  salaries 
paid  to  the  executives  that  accompa- 
nied him  to  Japan.  Cabletron's 
founders.  Chairman  Craig  Benson  and 
President  Robert  Levine,  whose  share- 
holdings have  made  them  rich,  pay 
themselves  just  $52,000.  And  Yankee 
frugality  is  almost  a  religion  at  the 
company:  Offices  are  furnished  with 
plain  metal  desks,  conference  rooms 
have  no  chairs  to  discourage  long 
meetings,  and  employees  must  stay  in 
hotels  costing  less  than  $70  a  night. 

Bush  must  make  an  early  splash  in 
New  Hampshire.  New  polls  show  con- 
servative challenger  Patrick  J.  Buchan- 
an getting  a  potentially  embarrassing 
20%  to  30%  of  the  GOP  primary  vote. 


TAXES 


With  all  the  talk  about  a  big  eco- 
nomic-stimulus package,  tax 
lobbyists  figured  their  phones  would 
be  ringing  off  the  hook.  But  so  far, 
they  complain,  demand  for  their  ser- 
vices has  been  slow.  Many  companies 
and  trade  associations  are  hiring  lobby- 
ists to  keep  them  up  to  date,  but  few 
are  signing  up  talent  to  push  for  their 
specific  wish  lists  on  Capitol  Hill.  With 
money  tight,  they're  waiting  for  details 
of  tax  proposals  to  emerge  later  this 
month.  One  exception:  The  real  estate 
industry  is  gearing  up  to  win  new  tax 
breaks  for  home  buyers  and  commer- 
cial developers. 
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AMERICAN  TRADE  CONSORTIUM  Multi-in- 
dustry effort  by  six  U.S.  companies  sus- 
pended after  Soviet  government  folds     .  V 

BRITISH  AIRWAYS  Creation  of  new  airline, 
Air  Russia,  stalled  for  want  of  financing 

CHEVRON  Huge  oil  project  delayed  after. : 
Kazakhs  demand  bigger  slice  of  exports  ■  i' 

JOHNSON  8.  JOHNSON  Ventures  in  medical 
products  delayed  for  lack  ■of  partners 

RALEIGH  INTERNATIONAL  Proposal  to  buUd 
bikes  hurt  by  post-Soviet  confusion 

"fHILE  OTHERS 
!E  PROCEEDING 


BANKERS  TRUST,  GOLDMAN  SACHS,  AND 
J.  P.  MORGAN  Setting  up  privatization  deals 
for  Western  companies 

BOEING  Consultant  for  new  Siberian  air- 
port as  cross-continent  stopover  point 

FIAT  Takes  30%  stake  in  Russian  auto 
maker  VAZ 

PENNZOIL  Plans  new  oil  and  gas.  invest- 
ment in  western  Siberia 

DATA:BW 


THE  COMMONWEALTH 


LET'S  MAKE  A  DEAL 
BUT  A  SMALLER  ONE 


Remember  the  big  Soviet  joint  ventures?  It's  a  new  game  now 


It  was  dubbed  the  Soviet  deal  of  the 
decade.  Si.\  U.  S.  companies  planned 
to  invest  billions  of  dollars  in  up  to 
two  dozen  joint  ventures  in  the  Soviet 
Union.  In  return,  a  complicated  scheme 
would  allow  them  to  repatriate  profits  in 
hard  currency.  When  the 
American  Trade  Consor- 
tium signed  its  initial 
agreement  with  the  Sovi- 
ets in  the  spring  of  1989,  it  was  blessed 
personally  by  Soviet  President  Mikhail 
Gorbachev. 

But  now  the  consortium,  like  Gorba- 
chev himself,  is  a  relic.  Buffeted  by  the 
extraordinary  political  changes  of  the 
past  three  years,  the  consortium  in  re- 
cent weeks  has  quietly  suspended  its  ac- 
tivities. Its  key  members— Chevron,  Ar- 


LAUNCHING  THE 
COMMONWEALTH 


cher-Daniels-Midland,  Eastman  Kodak, 
Johnson  &  Johnson,  and  rjr  Nabisco — 
still  hope  to  negotiate  their  own  joint- 
venture  deals  in  Russia,  Kazakhstan, 
and  other  republics.  But  many  deals  are 
in  trouble  (table).  Says  xim  Chairman 
Dwayne  0.  Andreas:  "The 
consortium  is  obsolete.  The 
government  that  the  con- 
sortium had  agreements 
with  no  longer  e.xists." 

The  days  of  megadeals  sealed  by  vod- 
ka toasts  in  a  glittery  Kremlin  hall  are 
over.  Some  large  ventures,  especially  in 
oil,  may  proceed.  But  Western  compa- 
nies now  are  inclined  to  seek  out  small- 
er, simpler  deals  that  can  be  financed 
more  easily.  "The  current  wisdom  is  that 
small  projects  are  beautiful — not  big. 


complicated  deals  that  require  layers  of 
approval,"  says  Robert  Starr,  head  of 
the  Central  and  Eastern  European  prac- 
tice of  Cole,  Corette  &  Abrutyn,  a  Wash- 
ington law  firm. 

Even  with  scaled-down  expectations, 
Western  companies  face  big  problems.  A 
deepening  financial  crisis  and  the  liqui- 
dation of  Soviet  industrial  ministries 
have  called  into  question  many  of  the 
deals  spawned  during  perestroika's 
golden  years.  Now,  many  must  be  rene- 
gotiated individually  with  the  1-5  former 
Soviet  republics  that  have  become  inde- 
pendent countries.  Financial  guarantees 
won  from  the  former  Soviet  government 
are  null  and  void. 

'THE  KLONDIKE.'  As  they  lurch  toward 
their  own  versions  of  market  economies, 
however,  the  11  members  of  the  Com- 
monwealth of  Independent  States  have 
yet  to  sort  out  such  key  issues  as  tax 
obligations,  currency,  and  shareholders' 
rights  in  privatizing  state  enterprises. 
Until  they  do  so,  negotiations  will  drag 
and  be  hamstrung  by  a  lack  of  guaran- 
tees for  credit. 

Teams  of  Western  investment  bankers 
and  lawyers  that  have  been  scouring  the 
former  Soviet  Union  on  recent  reconnais- 
sance missions  warn  that  investors  look- 
ing for  opportunities  had  better  be  pre- 
pared to  lose  everything.  Says  Robert 


\.  K.  Scallon,  an  East  European  director 
if  Barclays  Bank  PLC:  "It's  the  Klon- 
Jike.  Those  that  go  in  will  be  the  adven- 
;urous  and  the  entrepreneurs." 

Mindful  of  the  high  risks,  companies 
iuch  as  Siemens,  Pratt  &  Whitney,  and 
General  Electric  are  testing  the  waters 
'autiously  by  making  contacts,  expand- 
iig  sales  teams,  and  doing  small  deals. 

In  a  mere  six  months,  Houston's 
Pennzoil  Co.  bypassed  Moscow's  dying 
central  bureaucracy  and  inked  an  agree- 
ment with  a  local  Russian  oil  group  for  a 
;mallish  joint  venture  to  develop  oil  and 
?as  deposits  in  western  Siberia.  Amoco 
3orp.,  which  had  to  cope  with  political 
;urmoil  in  Azerbaijan,  now  has  60  pro- 
fessionals devoted  full-time  to  such  proj- 
ects as  one  to  pump  oil  from  the  Caspian 
5ea.  Its  other  partners  include  Unocal 
nternational  and  McDermott  Interna- 
ional.  Amoco  is  also  competing  against 
Hxxon,  Mobil  Corp.,  and  others  for  a  $17 
)illion  oil  project  off  the  coast  of  Sakha- 
in,  in  the  Russian  Far  East.  A  winner 
nay  be  chosen  Ly  March. 
TRICKY  DEALS.  Getting  financing  for 
;uch  projects  won't  be  easy.  Western 
iources  complain  that  some  officials, 
;uch  as  Sakhalin  Governor  Valentin  Fyo- 
lorov,  hold  surprisingly  naive  views 
ibout  financial  risk.  "We  will  find  a  con- 
sortium that  will  finance  everything 
hemselves,"  says  Fyodorov.  "They  will 
ake  all  the  risk  on  themselves." 

Reality  is  quite  different.  Foreign  in- 
vestors are  worried  about  Vnesheconom- 
)ank,  the  central  foreign  trade  bank  that 
)rovided  all  Soviet  government  guaran- 
:ees  for  Western  commercial  bank  fi- 
lancing.  It  has  suspended  all  hard-cur- 
•ency  operations  and  is  nearly  bankrupt. 

Until  Western  credit  agencies  autho- 
rize successors  to  Vnesheconombank, 
)ig  deals  probably  won't  get  done.  "The 
)roblem  is.  Western  agencies  haven't 
^iven  the  green  light  [for  credit]  to  any- 
)ne  else,"  says  Alexander  Ustraykh,  a 
Bankers  Trust  Co.  vice-president. 

Financial  help  may  be  coming  from 
,he  West  in  a  different  form,  too.  Rus- 
sia, Ukraine,  Azerbaijan,  and  others  are 
ipplying  for  membership  in  the  Interna- 
ional  Monetary  Fund,  opening  the  possi- 
)ility  of  loans  to  spur  trade  and  stabilize 
he  currency.  In  Russia,  four  foreign  in- 
vestment banks  are  bidding  to  become 
nvestment  advisers  to  the  Yeltsin  gov- 
ernment. Bear,  Stearns  &  Co.  is  already 
idvising  the  massive  state-owned  Volgo 
\uto  Works  on  its  planned  privatization, 
""iat  officials  say  they  expect  to  sign  an 
igreement  to  buy  about  30'/f  of  the  auto 
company  within  about  60  days.  Local  en- 
repreneurs,  meanwhile,  are  setting  up 
lew  banking  networks  and  several  new 
i-lussian  banks  now  have  relationships 
'  vith  Swiss,  French,  and  German  banks. 

There  is  even  a  chance  that  the  Ameri- 
;an  Trade  Consortium  can  be  revived  if 


a  major  oil  project  by  Chevron  can  go 
forward,  says  James  H.  Giffen,  who 
helped  found  the  consortium.  Chevron 
wants  to  produce  oil  in  the  giant  Tenghiz 
oil  field  in  an  arid  corner  of  Kazakhstan. 
But  the  company  has  been  pressured  by 
Soviet  political  chaos  and  because  of 
its  key  role  in  the  cumbersome  consor- 
tium setup.  Chevron's  dollar  revenues 
from  oil  exports  would  have  provided 
the  cash  that  other  consortium  members 
needed  to  repatriate  profits  in  hard 
currency. 

At  first.  Chevron  dealt  with  the  Krem- 
lin while  also  negotiating  with  Kazakh- 
stan. But  after  August's  failed  coup,  Ka- 
zakhstan nationalized  the  oil  field  and 
stepped  up  charges  that  the  deal  signed 
by  the  Kremlin  was  too  sweet  for  Chev- 
ron. Since  then,  Kazakh  officials  have 
hired  British  law  firm  Slaughter  &  May 
and  J.  P.  Morgan  &  Co.  to  assess  the 


fairness  of  the  project.  Unless  an  agree- 
ment is  reached  soon,  the  Kazakhs  will 
throw  the  Tenghiz  oil  field  open  to  an 
international  tender,  warns  Bolatkhan 
K.  Taizhanov,  the  republic's  first  Deputy 
Minister  for  Foreign  Economic  Rela- 
tions. "Chevron's  demands  are  too 
high,"  Taizhanov  says. 

Now,  however,  the  flap  with  Tenghiz 
is  casting  a  shadow  over  other  oil  proj- 
ects because  Western  companies  have 
considered  the  Chevron  deal  a  bellweth- 
er. That's  why  wise  investors  will  likely 
avoid  complicated  deals  on  giant  projects 
for  the  foreseeable  future.  The  Ameri- 
can Trade  Consortium's  experience  is 
too  fresh — and  for  companies  such  as 
Chevron,  too  painful. 

By  Rose  Brady  in  Moscow  and  Peter 
Galuszka  in  New  York,  with  Richard  A. 
Melcher  in  London  and  David  Greising  in 
Ch  icago 


EASTERN  EUROPE  I 


THE  LESSONS  RUSSIA  CAN  LEARN 
FROM  EASTERN  EUROPE 


Free  prices,  lift  trade  restraints,  and  don't  let  the  money  supply  explode 


|USsian  President  Boris  N.  Yeltsin 
has  done  it.  He  has  launched  his 
^republic  down  the  dangerous  road 
to  a  market  economy.  While  the  trip  ter- 
rifies many  of  his  compa- 
triots, Yeltsin  won't  be 
venturing  completely  into 
the  unknown.  There  are 
some  sketchy  roadmaps.  Poland  began 
its  own  shock  therapy  two  years  ago, 
followed  by  Czechoslovakia  in  1991.  Af- 
ter decades  of  flirting  with  reform,  Hun- 
gary has  embarked  on  a  less  wrenching 
but  equally  far-reaching  overhaul. 


LAUNCHING  THE 
COMMONWEALTH 


A  halfway  house  between  East  and 
West,  Eastern  Europe  is  a  model  of  the 
trial-and-error  transition  that  lies  ahead 
for  the  former  Soviet  republics.  After 
fits  and  starts,  the  Eastern 
Europeans  look  as  if 
they're  on  the  way  to  join- 
ing the  Western  club.  For- 
eign investment  is  steadily  rising.  The 
private  sectors  are  expanding,  and  ev- 
erything from  Swiss  chocolate  to  rasp- 
berries is  easy  to  find.  But  it  has  been 
costly.  Those  gains  would  have  been  im- 
possible without  the  initial  price  re- 
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A  night  delay  might  cost  trav- 
ellers a  few  hours.  A  product 
delay  can  cost  an  aerospace 
company  millions.  Ruining  its 
competitive  advantage.  Possi- 
bly the  business  itself. 

An  open  computing  solu 
tion  you  could  implement 
at  your  own  pace,  without 
disrupting  your  existing  pro- 
duction processes,  would  help 
eliminate  costly  delays. 
Digital's  Network  Applica- 
tion Support  (NAS)  Environ- 
ment for  Manufacturing  is  just 
such  a  solution. 

NAS  brings  true  open 
computing  to  aerospace  com- 
panies, by  integrating  the 
systems  already  in  place 
throughout  the  enterprise. 
Which  meiins  every  depart- 
ment, from  design  engineering 
to  the  shop  floor,  can  keep 
on  working  m  the  way  that's 
best  for  them.  And  for  your 
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production  schedule. 


tions  as  well.  Giving  users  the 


The  NAS  Environment  power  to  access  data  wher- 
helps  achieve  all  this  by  not      ever  it   resides,   then  work 


only  uniting  different  com- 
puters, but  different  applica- 


with  that  data  in  their  own 
applications. 
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AS    FROM  DIGITAL. 


©  DIGITAL  EQUIPMENT  CORPORATION  1991  THE  DIGITAL  LOGO  IS  A  TRADEMARK  OF  DIGITAL  EQUIPMENT  CORPORATION  IBM  IS  A  REGISTERED 
TRADEMARK  OF  INTERNATIONAL  BUSINESS  MACHINES  CORPORATION 


!J  P  FOR 


A  S  ! 


Products  and  services  UNIX®  workstations,  PC 
based  on  industry  standards  compatibles,  MAC®s,  corn- 
make  it  possible.  With  them,  puters  From  a  multitude  of 
NAS  unites  Digital  systems,  vendors. 

IBM®  and  HP^'^  machines.  It  lets  you  pick  the  solu- 


1 


tions  that  are  right  for  you, 
then  bnng  them  on  hne  as  you 
adopt  CALS  standards. 

It  gives  you  a  choice  oi 
over  1,500  leading  software 
applications  already  written 
for  NAS.  More  than  you'll 
fmd  on  any  other  vendor's 
mtegration  platform,  and  the 
ist  IS  growmg  daily. 

We've  already  used  NAS 
to  open  multi-vendor  man- 
ufacturing environments, 
throughout  the  aerospace  in- 
dustry. At  corporations  such 
as  Grumman  and  Lockheed. 

We  can  do  it  for  you, 
too.  Right  now.  No  matter 
what  your  industry.  To  find 
out  more,  call  1-800-343- 
4040.  ext.  726.  Or  write 
Digital  Equipment  Corpo- 
ration, 600  Nicker son 
Rd..  Dept.  MET1-DD7, 
Marlboro 
MA  01752. 
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THE  OPEN  ADVANTAGE. 


HP  IS  A  TRADEMARK  OF  HE  WLETT.PACKARD  COMPANY  UNIX  IS  A  REGISTERED  TRADEMARK  OF  UNIX  SYSTEMS  LABORATORIES,  INC 
MAC  IS  A  REGISTERED  TRADEMARK  OF  APPLE  COMPUTER,  INC 
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forms  that  cut  real  incomes  107'  to  207. 

The  former  Soviet  republics  should  be 
aware  that  the  formula  that  provided 
the  critical  framework  for  reform  in 
Eastern  Europe  was  an  overnight  free- 
ing of  prices  and  lifting  of  trade  re- 
straints, while  keeping  a  tight  grip  on 
money  supply.  As  a  result,  many  state 
enterprises  foundered  as  competition 
flooded  the  domestic  markets  with  long- 
denied  goods.  But  un  elite  struggled  to 
improve  product  quality  and  packaging, 
find  Western  partners,  and  boost  ex- 
ports. These  survivors  are  now  pumping 
substantial  hard  curren- 
cy into  the  Polish  and 
Hungarian  economies. 

There  are,  of  course, 
differences  between 
Russia  and  Eastern  Eu- 
rope. Russia  has  no  tra- 
dition of  market  econo- 
my to  look  back  on,  as 
Eastern  Europe  does, 
and  proportionally  few- 
er skilled  workers.  But 
the  potential  to  exploit 
raw  materials  such  as 
oil  and  natural  gas  may 
compensate  for  other 
drawbacks  in  luring  in- 
vestors to  Russia. 
"They  have  to  put  their 
wealth  on  the  table," 
says  Peter  Danylow,  an 
Eastern  Europe  expert 
at  the  German  Industry 
Assn. 

SLOW  CHANGE.  Foreign 
capital  has  been  a  key 
ingredient  in  the  suc- 
cess of  Eastern  Eu- 
rope's transition  so  far, 
and  it  is  the  best  hope 
for  the  former  Soviet 
republics.  While  freeing 
prices  may  eliminate 
food  shortages  and  pro- 
vide the  foundation  for 
change,  the  toughest 
job  in  scrapping  a  so- 
cialist economy  is  re- 
making industry.  It's 
expensive,  and  big 
bucks  are  hard  to  find 
these  days.  The  sale  of  such  huge  com- 
panies as  Czechoslovakia's  Skoda  auto 
works  to  Volkswagen  and  Hungary's 
Tungsram  to  General  Electric  provided 
jobs  and  retraining  for  thousands.  The 
$3.4  billion  in  Western  investment  that 
Poland,  Hungary,  and  Czechoslovakia 
received  during  the  past  two  years  is  a 
trickle  compared  with  the  $240  billion  in 
government  funds  alone  spent  on  east- 
ern Germany,  but  even  that  small 
amount  made  a  huge  difference. 
Such  foreign  help  has  been  crucial  be- 


cause reform  programs  have  progressed 
much  slower  than  most  hoped.  Privatiza- 
tion of  large  state  companies  has  been 
particularly  sluggish.  Thousands  of 
small  retail  shops  have  been  sold,  creat- 
ing millions  of  jobs,  but  the  budding  pri- 
vate sector  still  cannot  counterbalance 
ailing  state  industry.  Newly  created 
commercial  banks  lack  experienced  per- 
sonnel, and  stock  markets  that  opened 
with  great  fanfare  have  no  liquidity.  At 
the  same  time,  budget  deficits  are  ex- 
ploding as  recessions  slash  revenues. 
Even  so,  most  economists  think  East- 


A  SCORECARD  ON  REFORM 
IN  EASTERN  EUROPE 

ARer  two  years  of  reform,  Hungary  has  the  most 
stable  government.  The  Czechs  face  secessionist 
tensions  in  Slovakia  and  elections  in  June,  while  the 
weak  Polish  coalition  may  risk  higher  inflation  to 
stimulate  growth.  All  three  have  freed  most  prices 
and  have  at  least  partial  currency  convert- 
ibility for  business  and  individuals.  And 
all  three  have  quickly  privatized  most 
small  shops  but  had  difficulty  with 
the  large  state-owned  enterprises 
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ern  Europe  may  be  through  the  worst  of 
the  transition  period.  Hungary,  now  the 
front-runner  in  economic  reform  and  the 
most  politically  stable,  clearly  has  the 
best  prospects  (table).  It  will  likely  climb 
out  of  recession  this  year,  with  esti- 
mates of  gross  national  product  growth 
ranging  up  to  47.  New  banking  and  ac- 
counting laws  that  just  took  effect  in 
Hungary  should  further  energize  the 
private  sector.  It  may  even  be  able  to 
afford  to  cut  communist-style  social  pro- 
grams and  dispose  of  large  numbers  of 


ailing  state  companies.  "We  are  at  the 
turning  point  now,"  says  Laszlo  Len- 
gyel,  president  of  Financial  Research 
Ltd.  in  Budapest. 

While  many  Hungarians  work  two  or 
three  jobs  to  preserve  their  living  stan- 
dards, the  first  entrepreneur  millionaires 
are  cruising  around  in  chauffeur-driven 
Rolls-Royces.  Business  publications 
abound,  and  glossy  magazines  cater  to  a 
new  class  of  wealthy  individuals. 

Although  Poland  and  Czechoslovakia 
are  moving  more  slowly  than  Hungary, 
even  they  are  likely  to  bring  their  econo- 
mies near  Western 
standards  by  the  late 
1990s.  But,  angered  by 
a  sharp  and  prolonged 
recession,  Poles  in  elec- 
tions last  October 
forced  a  government 
out  of  office  for  the  sec- 
ond time  since  1989.  The 
job  of  keeping  reform 
on  track  now  falls  to  a 
shaky  coalition. 
TURNING  POINT.  Econo- 
mists are  urging  the 
Polish  government  to 
use  the  growing  public 
pressure  for  action  to 
help  launch  a  large- 
scale  privatization  cam- 
paign, which  has  been 
waylaid  several  times 
already.  On  Jan.  6,  Pol- 
ish officials  announced 
plans  to  create  a  privati- 
zation agency  similar  to 
the  German  Treuhand- 
anstalt.  But  a  lengthy 
review  of  ownership 
rights  will  delay  large- 
scale  sell-offs. 

Although  Czechoslo- 
vakia boasts  the  big- 
gest Western  invest- 
ments, it  still  lags 
behind  both  Hungary 
and  Poland.  Having 
started  reforms  later, 
the  Czechs  must  weath- 
er at  least  one  more 
recession  year.  It  is 
counting  on  a  complex 
voucher  giveaway  scheme,  which  will 
start  distributing  the  first  2,400  compa- 
nies in  March,  to  overhaul  industry. 

If  the  former  Soviet  republics  follow  a 
path  similar  to  that  of  Eastern  Europe, 
they  face  two  to  three  years  of  recession 
and  a  207  to  257  fall  in  output.  They 
won't  have  the  euphoria  of  getting  rid  of 
the  Soviet  occupiers  to  soothe  the  pain. 
But  if  the  reform  efforts  succeed,  they 
will  have  plenty  of  champagne  for  the 
celebration. 

By  Gail  E.  Sckares  in  Bonn 
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FROM  BUSH,  A  RELUCTANT 
TURNAROUND  ON  AID 


He's  lobbying  for  a  coalition  effort  to  help  the  former  Soviet  republics 


After  staunchly  resisting  Europe- 
an pleas  for  more  aid  to  the 
crumbling  Soviet  Union  all  last 
year,  the  Bush  Administration  turned  on 
a  kopeck  in  mid-December. 
Now,  it's  suddenly  pulling 
out  all  stops.  By  hosting 
an  international  aid  pow- 
wow Jan.  22-23  in  Washington,  the  Ad- 
ministration hopes  to  encourage  reform- 
ers in  the  former  Soviet  republics  as  it 
casts  an  international  net  for  aid. 

Even  though  the  U.  S. 
continued  to  hope — long 
after  its  allies  had  given  it 
up — that  the  Soviet  Union 
would  hang  together,  the 
crumbling  of  the  nation 
helped  weaken  Washing- 
ton's opposition  to  more 
aid.  Administration  offi- 
cials don't  particularly  like 
Russian  President  Boris 
Yeltsin.  But  they  admire 
the  radical  moves  he  has 
made  to  resuscitate  the 
Russian  economy — efforts 
that  Mikhail  Gorbachev 
never  managed.  Swallow- 
ing hard,  the  Administra- 
tion is  stepping  up  its  sup- 
port for  reform  in  Russia 
and  other  states  in  the  new 
commonwealth. 

Further  evidence  of  the 
policy  shift:  The  U.  S.  now 
backs  full  membership  in 
the  International  Monetary 
Fund  and  World  Bank  for 
Russia  and  five  other  re- 
publics. Membership  will 
open  the  door  to  billions  of 
dollars  in  loans.  Says  an 
enthusiastic  Robert  S. 
Strauss,  U.  S.  ambassador 
to  Moscow:  "There's  no 
place  we  get  a  bigger  bang 
for  the  buck,  after  spending  4  or  5  tril- 
lion dollar's  to  reach  the  stage  we've 
reached  now." 

PARTNERSHIP.  By  giving  aid  a  global 
gloss  reminiscent  of  the  Desert  Shield 
coalition.  Bush  hopes  to  blunt  the  at- 
tacks of  Republican  and  Democratic 
"America  Firsters"  and  ease  the  doubts 
of  recession-strapped  Americans.  "If  the 
Administration  can  establish  that  the 
burden  is  being  shared,  it  will  have  polit- 
ical cover  to  go  back  and  get  more  aid," 
says   Robert  D.   Hormats,  vice-chair- 


President 


LAUNCHING  THE 
COMMONWEALTH 


man  of  Goldman  Sachs  International. 

The  new  U.  S.  interest  in  aid  is  playing 
to  mixed  reviews  in  Europe.  French 
Francois  Mitterrand,  miffed 
over  U.  S.  rebuffs  of  his 
earlier  proposals  for  more 
aid  and  a  nuclear  weapons 
conference,  calls  the  Wash- 
ington meeting  "superfluous."  Sniffs 
Mitterrand:  "There  are  already  plenty  of 
conferences  on  the  subject,  and  France 
and  the  European  Community  already 


HOW  THE  U.S.  MIGHT 
HELP  THE  COMMOHWEALTH 

Pay  up  at  the  IMF  The  International 
Monetary  Fund  wonts  o  $60  billion  capital 
increase,  but  the  U.S.  has  not  paid  its  $1  2 
billion  share.  The  new  money  will  give  the 
fund  the  means  to  help  commonwealth  states 

Donate  to  a  ruble  stabilization  fund 

The  U.S.  could  contribute  to  a  dollar-backed 
stabilization  fund  of  $5  billion  to  $1  5  billion 
that's  designed  to  head  off  hyperinflation 

Offer  massive  technical  assistance 

Teams  of  specialists  from  the  U.S.  could  be 
sent  in  to  help  draft  legislation,  set  up  tax 
collection  systems,  overhaul  food  distribution 
networks 

Ease  export  controls  U.S.  curbs  on 
exports  of  computers,  fiber  optics,  and 
telecommunications  gear  could  be  eased  to 
help  modernize  communications 
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furnish  80'/f  of  the  world  aid"  to  the 
region.  But  in  Britain,  there's  "strong 
support"  for  the  aid  gathering,  a  For- 
eign Office  official  says.  "The  more 
countries  chipping  in,  the  better,"  adds 
his  German  counterpart.  Europe's  lead- 
ers, however,  would  like  to  add  such 
items  as  the  former  Soviet  Union's  $63 
billion  foreign  debt  and  strategies  for 
long-term  financing  to  the  agenda. 

Instead,  the  Washington  conference 
will  keep  a  tight  focus  on  short-term 
food,  medical,  and  other  humanitarian 


aid  (table).  "We  need  to  make  sure  some 
people  don't  fall  through  the  cracks  and 
that  there's  no  duplication  of  effort," 
says  one  State  Dept.  official.  A  parallel 
meeting  of  charitable  groups,  organized 
hastily  at  State's  behest,  will  convene  to 
drum  up  more  private  support. 

Despite  disclaimers  that  the  gathering 
won't  be  a  "pledging  conference,"  Ad- 
ministration planners  and  private  econo- 
mists hope  it  will  nudge  some  partici- 
pants to  get  out  their  checkbooks.  "The 
time  has  come  to  be  thinking  of  a  sub- 
stantial stabilization  fund  to  prop  up  the 
ruble,"  says  John  Williamson  of  the  In- 
stitute for  International  Economics,  a 
Washington  think  tank.  He  estimates  $5 
billion  to  $10  billion  is  needed. 
'MODEST  AMOUNT.'  Many  on  Capitol  Hill 
want  to  see  more  technical  assistance 
from  the  U.  S.  Last  year,  with  no  back- 
ing from  the  White  House,  Congress  ap- 
propriated $500  million  to 
help  dismantle  Soviet  nu- 
clear weapons  and  to 
transport  food  and  medical 
supplies.  The  $100  million 
more  in  technical  aid  that 
the  Administration  has 
proposed  is  "a  very,  very 
modest  amount,"  says 
Representative  Lee  Hamil- 
ton (D-Ind.). 

Even  with  the  cover  of 
an  international  confer- 
ence, the  U.  S.  will  seek  to 
avoid  sending  large  sums 
of  cash,  favoring  instead 
the  more  palatable  form  of 
food,  medical,  and  techni- 
cal help.  "When  push 
comes  to  shove,  the  Ad- 
ministration will  find  more 
money,  but  they  will  do 
this  in  a  fairly  subterra- 
nean way,"  predicts  Greg- 
ory F.  Treverton  of  the 
Council  on  Foreign  Rela- 
tions in  New  York. 

Ultimately,  Bush  may 
have  to  abandon  this 
stealthy  approach.  The  Ad- 
ministration already  faces 
an  uphill  fight  to  win  con- 
gressional approval  of  a 
$12  billion  capital  infusion 
for  the  IMF,  and  the  needs 


of  the  former  Soviet  republics  could 
force  it  to  ask  for  even  more.  If  the 
Russian  economy  deteriorates  further, 
and  Yeltsin's  government  falters,  the 
West  will  face  new  pressure  to  prop  up 
the  nascent  democracies  with  bigger 
loans  and  cash  grants.  But  responding 
to  those  pressures  could  require  far 
more  leadership  than  Bush  is  willing  to 
demonstrate — especially  in  an  election 
year. 

By  Amy  Borrus.  with  Patricia  Kranz.  in 
Washington  and  Rose  Brady  in  Moscow 
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HAVE  YOU  WISHED 
THE  GOOD  THINGS 
IN  LIFE  COULD  GET 
EVEN  BETTER? 


HAVEYOU 
DRFVEN 
A  FORD 
LATELY? 

INTRODUCING  THE  NEW  FORD  TAURUS. 

It  begins  with  a  sleek  update  on  Taurus' 
legendary  curves.  A  lower,  more  aerody- 
namic profile  flowing  down  into  slim 
new  headlamps.  A  newly  sculpted  rear 
deck  and  taillights.  And  the  graceful 
redesign  continues  inside  with  a  new 
flow-through  instrument  panel.  Over  200 
new  improvements  specifically  designed 
to  satisfy  world-class  expectations. 

NEWS  ABOUT  SAFETY. 

Enhanced  ride  control  and  safety  were 
foremost  in  our  engineers'  minds.  Avail- 
able anti-lock  brakes  and  passe  nger-side 
air  bag  to  be  used  with  your  safety  belt 
(driver-side  air  bag  supplemental  restraint 
system,  standard)  make  safety  a  priority, 
along  with  new  driver-oriented  features 
like  remote  radio  controls  and  illumi- 
nated switches  for  easy  night  vision. 

NEW  IDEAS  IN  QUALITY. 

This  was  designed  to  be  the  highest  qual- 
ity Taurus  ever  New  discoveries  in 
corrosion  resistance  and  assembly  tech- 
niques have  now  made  it  possible  for 
Taurus  to  not  only  live  up  to  its  reputa- 
tion, but  surpass  it. 

FORD.  THE  BEST-BUILTAMERICAN 
CARS. ..ELEVEN  YEARS  RUNNING. 

Based  on  an  average  of  consumer- 
reported  problems  in  a  series  of  surveys 
of  all  Ford  and  competitive  "81-'91  models 
designed  and  built  in  North  America. 


NEW  TAURUS 


NEC  is  a  yvorld  leader 
in  virtually  every  category 
of  imaging  technology: 

from  thf  hrtlliant 
displays  on  our  laptops. 

to  our  MulttSync" 
monitors,  color  thermal 
printers.  CD-ROM 

readers  and  more. 


Introducing  the  first 
486SX  laptop  computer 
that  comes  in  256  colors. 

The  new  ProSpeed'  486SX/C  laptop  is  a  breakthrough  made  possible  only  by  NEC's 
mastery  of  active  matrix  color  display  technology:  the  first  486SX  laptop  computer 
with  a  TFT  screen  capable  of  displaying  256  colors  at  640  x  480  resolution. 

The  result:  some  of  the  most  brilliant,  photographic-quality  images  you've  ever  seen 
on  any  computer  screen,  laptop  or  otherwise.  It  also  puts  on  an  equally  spectacular  dis- 
play of  power,  thanks  to  an  Intel'  486SX'''  microprocessor  running  at  20MHz,  a  120  or 
200MB  hard  drive,  and  the  first  32-bit  EISA  bus  to  be  found  on  any  laptop.  Add  to  that 
its  full-size  keyboard,  and  a  full  complement  of  ports,  and  you  have  the  perfect  solution 
for  any  application  requiring  massive  amounts  of  power— from  software  demonstrations 
to  sales  presentations,  complex  graphs  and  diagrams  to  CAD-CAM,  and  beyond. 


Computers  and  Communications 


For  more  information,  call  1-800  NEC-INFO. 
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THE  OTHER  WAR  AGAIHST  VIETNAM 
IS  ALMOST  OVER 


As  a  captain  in  the  U.  S.  Army  Sijeciai  Forces  during  the 
Vietnam  War,  Warren  Williams  had  the  job  of  wiping 
out  Communists.  But  when  the  former  Green  Beret, 
wnw  a  business  consultant,  returned  to  Vietnam  in  December, 
hi'  got  red-carpet  treatment.  The  leader  of  a  U.  S.  trade  delega- 
'imi,  Williams  was  hosted  by  five  government  ministers,  the 
I II  ad  of  the  State  Planning  Committee,  and  a  state  bank  offi- 
cial, who  said:  "I'm  sitting  here  with  several  licenses  in  my 
piicket,  and  some  of  those  are  reserved  for  American  banks." 

This  mission,  the  first  allowed  by  Washington  since  the  war, 
IS  just  one  sign  that  the  17-year  campaign  to  shut  Vietnam  out 
lit'  the  world  economy  is  crum- 
Mmg.  A  surge  of  Asian  and  Euro- 
pean investment  is  helping  end 
Vietnam's  isolation.  Vietnam  also 
is  winning  over  scores  of  U.  S.  cor- 
porations that  fear  being  locked 
out  of  what  could  the  next  Asian 
dynamo.  Responding  to  pressure, 
the  White  House  is  quietly  letting 
Corporate  America  go  ahead  with 
preparations  to  do  business.  "The 
momentum  is  building  for  a 
change,"  says  Steven  Baker,  a  se- 
nior Citibank  executive  in  Asia. 

This  month,  the  Treasury  Dept. 
is  letting  Citi  launch  the  first  legal 


HANOI  TRADE:  BUSH  MAY  SOON  SCRAP  THE  U.S.  EMBARGO 


funds-transfer  service  for  Vietnamese-Americans  sending 
money  home.  Treasury  has  also  lifted  a  ban  on  group  travel  to 
Vietnam  and  has  raised  the  $100-a-day  spending  limit  for 
Americans.  "They're  trying  to  make  the  rules  so  we  don't  get 
shut  out,"  says  a  U.  S.  oil-industry  source. 
SET  TO  BOOM.  Optimists  in  the  State  Dept.  and  Congress  think 
Bush  this  spring  will  scrap  the  embargo,  the  centerpiece  of  the 
anti-Vietnam  effort.  They  argue  that  Vietnam  has  already  met 
conditions  laid  down  by  Secretary  of  State  James  A.  Baker  III. 
Hanoi  has  withdrawn  from  Cambodia,  and  American  diplomats 
say  Hanoi  is  cooperating  fully  in  the  impossible  task  of  ac- 


counting for  2,273  G.  I.'s  still  listed  as  missing  in  action.  But 
many  observers  doubt  Bush  will  move  before  the  November 
election — because  of  the  emotional  MIA  issue  and  opposition  by 
National  Security  Council  hawks.  On  his  Asia  swing.  Bush 
ended  the  Cambodian  embargo  but  ignored  Vietnam. 

American  business  is  telling  the  Administration  it  can't  af- 
ford to  wait.  After  five  years  of  sweeping  reforms,  Vietnam 
looks  set  to  boom.  Last  year,  Hong  Kong  and  Taiwanese 
makers  of  garments  and  toys,  lured  by  the  highly  literate,  $1- 
a-day  work  force,  led  foreign  investors,  who  pumped  in  $1 
billion.  Big  Japanese  companies  had  held  back  to  avoid  upset- 
ting Washington,  but  giant  Japa- 
nese trading  houses  such  as  Mit- 
sui &  Co.  are  now  cutting  deals. 

Coveted  oil,  shipping,  hotel,  and 
infrastructure  franchises  are  al- 
ready being  doled  out  to  U.  S.  com- 
petitors. Hanoi  officials  say  they 
are  saving  some  offshore  oil 
leases  for  such  companies  as  Ex- 
xon, Mobil,  and  Chevron,  which 
made  major  finds  in  the  1970s.  But 
it  is  granting  concessions  to  rivals 
British  Petroleum  Co.  and  Royal 
Dutch/Shell.  American  Telephone 
&  Telegraph  Co.  recently  missed 
out  on  a  $260  million  phone  con- 


tract awarded  to  Australia's  OTC  Ltd.  Shipping  giant  Sea-Land 
Service  Inc.  has  been  eyeing  Vietnam's  plans  to  develop  deep- 
water  ports,  but  it  recently  lost  a  deal  to  a  Hong  Kong  outfit. 
"If  we  can't  negotiate  soon,  the  opportunities  may  be  gone," 
says  Peter  R.  Moe,  Sea-Land's  Southeast  Asia  director. 

Even  Washington's  control  over  international  lending  agen- 
cies is  fading.  Prodded  by  Japan,  the  Asian  Development  Bank 
is  preparing  to  renew  its  assistance.  One  wonders  how  long 
the  U.  S.  can  hold  out. 

By  Pete  Engardio.  with  Laurence  Zuckernian.  in  Hong  Kong 
and  Amy  Borrus  in  Washington 
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MEXICO 


lexican  Finance  Secretary  Pedro 
lAspe  is  emerging  as  an  early 
front-runner  in  the  race  to  succeed 
President  Carlos  Salinas  de  Gortari  in 
1994.  On  Jan.  7,  Salinas  disclosed  plans 
to  merge  the  Budget  &  Planning  Sec- 
retariat, which  he  used  to  head,  with 
Aspe's  Finance  Secretariat.  The  new 
supersecretariat  makes  Aspe  a  virtual 
economic  czar  and  gives  him  a  strong 
boost  toward  the  ruling  Institutional 
Revolutionary  Party's  presidential 
nomination,  to  be  announced  next  year. 

The  41-year-old  Aspe  holds  a  doctor- 
ate in  economics  from  Massachusetts 
Institute  of  Technology  and  is  consid- 


ered the  architect  of  Mexico's  success- 
ful privatization  program.  But  Aspe 
lacks  strong  grass-roots  connections. 
Another  leading  candidate  is  Com- 
merce Secretary  Jaime  Serra.  His  pros- 
pects, however,  are  linked  to  his  suc- 
cess in  tying  down  a  free-trade  deal 
with  Washington.  Much  jousting  re- 
mains. Another  popular  Finance  Secre- 
tary, Jesiis  Silva  Herzog,  was  the  early 
front-runner  in  the  last  campaign — un- 
til little-known  Salinas  outfoxed  him. 

FRANCE  

In  the  jockeying  to  become  the  next 
French  President,  ex-Prime  Minister 
Michel  Rocard  is  leaping  ahead  of  his 
chief  rival  for  the  Socialist  nomina- 


tion, European  Commission  President 
Jacques  Delors.  That's  because  of  a 
back-room  deal  to  replace  the  party's 
resigning  boss,  Pierre  Mauroy.  A  De- 
lors backer  was  expected  to  get  the 
job.  But  Rocard  has  apparently  won  it 
for  a  key  former  rival,  Laurent  Fabius, 
in  exchange  for  Fabius'  support  in  the 
presidential  race.  Some  party  brass 
now  call  Rocard  their  "virtual  candi- 
date" to  succeed  Socialist  President 
Francois  Mitterrand,  who  may  depart 
before  his  term  ends  in  1995.  Reces- 
sion— plus  weariness  with  Mitter- 
rand— is  boosting  the  fortunes  of  the 
top  rightist  candidates:  Paris  Mayor 
Jacques  Chirac  and  former  President 
Valery  Giscard  d'Estaing. 
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We  found  $30  bffliori 


We  found  $200  million  for  one  Fortune  500'company.  And  $32 
million  for  another 

We're  finding  millions  for  big  companies  and  small  companies. 
Perhaps  you'd  like  us  to  find  something  for  you.  We  can.  By  applying 

better  management  to 
the  purchase  and 
delivery  of  health  care. 

Our  experience  in 
lowerinsf  medical  costs 
suggests  that  the  wide 
adoption  of  our  programs 
and  techniques  could 
save  American  business 
$30  billion.  Annually 

Easier  said  than  done, 
you  say?  True,  what 
we  have  may  not  be  a 
panacea.  Because  there 
isn't  one.  The  problem  is 
too  complex  for  that 

But  what  we  can  offer 
your  company  are 
solutions  that  are  working  right  now  out  in  the  real  world.  Solutions 
that  can  help  you  control  costs  without  sacrificing  the  quality  of  care. 
In  factj  our  goal  is  to  improve  it 

And  we  can  do  it  in  a  way  that  employees  won't  find  hard  to  swallow 
Let's  get  started.  You  don't  have  to  leap  into  the  future.  You  can 
take  it  one  step  at  a  time.  Because  we  offer  such  an  array  of  products 


A^ould  you  like  some? 

and  services,  we  can  bring  you  along  at  the  pace  that  suits  you. 

Our  health  care  options  include  everything  from  traditional 
indemnity  plans  and  preferred  provider  networks  to  HMOs  and  plans 
that  integrate  our  HMO  and  indemnity  options. 

And  each  one  offers  you  successively  higher  levels  of  cost  controls. 

So,  how  do  we  get  your  employees  on  board? 

The  key  is  flexibility  and  freedom  of  choice.  And  making  sure  that 
quality  is  not  compromised.  Recently,  for  example,  94%  of  the 
members  enrolled  in  our  healthplan  rated  their  physicians  highly. 

Not  a  bad  barometer  of  employee  satisfaction. 

With  our  integrated  health  care  programs,  your  employees  can 
receive  medical  care  from  physicians  within  an  HMO  network  or  select 
physicians  from  outside  the  network. 

Giving  them  access  to  the  best  features  of  both  HMO  and  traditional 
indemnity  insurance  coverage. 

What's  in  it  for  you?  Combining  choice  and  the  kind  of  health  care 
management  we're  talking  about  helps  you  rein  in  runaway  costs, 
giving  you  greater  administrative  convenience  and  efficiency. 

How  committed  are  we?  So  committed  we  have  created  one  of  the 
most  extensive  health  care  networks  in  the  country.  Serving  75%  of 
urban  markets  and  over  2  million  people. 

So  committed  we've  created  the  nation's  leading  provider  of 
employee  life  and  health  benefits. 

So  committed  we  can  help  you  in  everything  from  health  and  dental 
care  to  life  and  disability  plans,  too.  Call  CIGNA  Employee  Benefits 
Companies,  1-800-782-0782. 

And  we'll  show  you  how  to  find  what  every  company  is  looking  for 

Your  rightful  share  of  $30  billion. 


We  get  paid  for  results! 


TWIN 
ENGINES 

CAN  BOB  ALLEN  BLEND  COMPUTERS 
AND  TELECOMMUNICATIONS  AT  AT&T? 


Thirteen  years  ago  this  spring,  an 
ambitious,  buttoned-down  vice- 
president  named  Robert  E.  Allen 
was  given  an  urgent  task  by  American 
Telephone  &  Telegraph  Co.  Congress 
and  the  Justice  Dept.  were  threatening 
to  dismember  the  world's  wealthiest 
company  to  keep  it  from  squelching 
competition.  Allen  had  30  days  to  pre- 
pare a  plan  that  could  assuage  the  slic- 
ers  and  dicers  and  help  save  the  Bell 
System.  On  June  28,  1979,  he  issued  his 
task  force's  conclusion:  build  safeguards 
against  monopolistic  behavior,  but  fight 
to  preserve  Ma  Bell's  unique,  two-in-one 
combination  of  communications  services 
and  manufacturing.  When  AT&T  settled 
its  antitrust  suit  on  Jan.  8,  1982,  it  reluc- 
tantly agreed  to  spin  off  the  local  phone 
companies  that  accounted  for  77%  of  its 
assets.  But,  as  Allen  and  others  had  ad- 
vised, it  kept  its  manufacturing  intact. 


COMMUNICATIONS 
SERVICES 

Includes  long-distance  telephone  and 
dedicated,  high-speed  data  lines  for 
business 


1991 
REVENUE 


FOR  BETTER, 
FOR  WORSE 


$20.06  billion 


NET  INCOME 


$2.76  billion 


NET  PROFIT  MARGIN 


13.8% 


AT&T  mokes  more  money  frc  — 
communications  services  the  l!" 
from  products  and  systems 
Overall,  the  company  rough  fp| 
breaks  even  on  $5.77  billior  1(5 
from  other  businesses,  such 
as  credit  cards  and  equip- 
ment rentals 

DATA:  DONALDSON,  lUFKIN  8  JfNRETTf  SECURITIES  CORP 


Today,  Allen  the  up-and-comer  has  be- 
come Allen  the  boss.  In  nearly  four 
years  as  chairman  and  CRO,  he  has  de- 
centralized management,  fended  off 
competitors  in  long  distance,  slashed 
costs,  increased  profits,  and  earned  the 
respect  of  Wall  Street.  Unit  by  unit,  the 
company  is  improving.  But  Allen  isn't 
satisfied,  because  he  still  hasn't  realized 
the  vision  of  synergy  between  communi- 
cations services  and  hardware  that  he 
and  others  pictured  13  years  ago. 
ONE  ROOF.  Allen  is  convinced  that,  even 
after  years  of  frustrated  efforts,  AT&T 
can  be  a  global  information  powerhouse 
by  putting  together  a  set  of  resources 
that  no  other  company  can  match:  a  so- 
phisticated worldwide  network  to  carry 
voice  and  data,  plus  the  equipment  to 
run  it,  plus  the  devices  that  hook  up  to 
it,  from  Mickey  Mouse  phones  to  laptop 
computers.  Put  them  under  one  roof,  the 


Allen  theory  goes,  and  you  can  build 
complex,  networked  information  sys- 
tems that  surpass  anything  available 
from  a  computer  manufacturer,  long-dis- 
tance company,  or  phone-switch  maker. 
In  short,  says  Allen,  AT&T  wants  "to  cre- 
ate global  computer  networks  as  easy  to 
use,  as  efficient,  and  as  accessible  as  the 
phone  network  itself."  And  that  should 
create  lots  more  traffic  for  AT&T. 

Until  recently,  that  vision  of  synergy 
had  been  about  as  tangible  as  a  slide 
show  in  a  darkened  corporate  board- 
I'oom.  A  key  problem:  Despite  pouring 
billions  of  dollars  into  a  homegrown 
computer  business,  AT&T  never  made  a 
big  dent  in  that  market.  And  without  a 
significant  presence  in  computers,  the 
company  could  never  achieve  the  syner- 
gy between  communications  networks 
and  equipment  that  the  strategy  depend- 
ed on.  Indeed,  about  the  only  good  news 


in  the  AT&T  breakup  had  been  the  go- 
ahead  to  enter  the  computer  business. 

By  1990,  after  six  years  of  losses,  it 
had  become  clear  that  the  AT&T  comput- 
er business  probably  would  never  make 
it  on  its  own.  So  Allen  set  out  to  buy 
what  he  could  not  create.  Last  year,  af- 
ter a  five-month  struggle,  AT&T  acquired 
NCR  Corp.  for  a  hefty  $7.4  billion  to  be- 
come the  nation's  fifth-biggest  computer 
manufacturer  (page  63).  Finally,  it  ap- 
pears, all  the  pieces  are  in  place. 
GIRDLING  THE  GLOBE.  Now,  the  question 
is:  Can  Bob  Alien  at  long  last  make  his 
dream  come  true?  Does  the  concept  of 
-synergy  still  make  sense?  Or,  by  trying 
to  do  too  much,  will  he  diffuse  the  ef- 
forts of  AT&T's  people  and  leave  it  vul- 
nerable to  more  sharply  focused  compet- 
itors? AT&T's  $20  billion  service  business 
is  doing  fine  on  its  own,  and  some  ana- 
lysts say  that  the  company  ought  to  give 


91 
TAL 

.07  billion 


r  INCOME 

33  billion 


Chonge 
(torn  1990 

Up  3.3% 


Up  7.4% 


r  PROFIT 
RGIN 

%  Up  from  7. 1  % 

Consolidates  NCR  into  AT&T's  results 
II  of  1990  ond  1991.  Excludes  write- 
is  and  extraordinary  items 


PRODUCTS  AND 
SYSTEMS 

Includes  computers,  network  switches  and 
transmission  gear,  office  phone  systems, 
microelectronics,  telephones,  and 
answering  machines 


1991 
REVENUE 


NET  INCOME 


$19.24  billion 


$570  million 


NET  PROFIT  MARGIN 


3.0% 
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up  on  the  dream  and  sell  off  some  of  its 
less  profitable  equipment-making  busi- 
nesses (table,  page  56). 

Not  likely.  If  anything,  Allen's  ambi- 
tions for  .^T&T  in  the  information  tech- 
nology business  have  expanded — to  plan- 
etary proportions.  At  a  trade  show  in 
Geneva  last  year,  he  told  reporters  that 
he  hopes  foreign  business  will  make  up 
half  of  AT&T's  revenue  by  the  year  2000, 
when  he  is  set  to  retire.  The  figure  now 
is  23''' — thanks  in  part  to  the  KCR  acqui- 
sition, which  has  given  the  company  an 
instant  boost  in  overseas  computer  mar- 
kets, including  Japan.  The  goal,  AT&T 
executives  say,  is  to  be  a  one-stop  shop 
for  the  equipment  and  networks  that 
corporations  need  to  conduct  business 
electronically  around  the  globe.  Avers 
Allen:  "There  is  no  other  company  like 
AT&T.  We  are  unique,  and  therefore  we 
have  a  unique  opportunity." 

Allen's  own  opportunity  came  with  the 
breakup  of  the  Bell  System.  After  his 
stint  at  headquarters  in  the  late  1970s, 
the  meticulous  and  soft-spoken  Midwest- 
erner  became  president  of  Chesa- 
peake &  Potomac  Telephone  Cos., 
which  became  part  of  Bell  Atlantic 
Corp.  at  AT&T's  divestiture  in  1984. 
Just  before  that,  AT&T  Chairman 
Charles  L.  Brown  saw  something 
special  in  Allen  and  brought  him 
back  as  chief  financial  officer. 

Those  were  wild  days  at  AT&T. 
News  articles  predicted  a  "clash  of 
the  titans"  as  AT&T  and  IBM  at- 
tacked each  other's  markets.  But 
IBM  failed  in  telecommunications. 
And  it  quickly  became  apparent 
that  AT&T — which  used  to  brag  that 
its  phone  network  was  really  the 
world's  largest  computer — was  no 
threat  to  Big  Blue.  By  1985,  the 
AT&T  Information  Systems  business, 
which  made  computers  and  other 
equipment,  was  floundering.  Brown 
called  in  Allen,  who  quickly  gained 
a  reputation  as  a  stern  cost-cutter, 
slashing  24,000  jobs  (box).  He  was 
named  AT&T  president  in  1986  and 
chairman  in  April,  1988,  following 
the  sudden  death  of  James  E.  Olson 
from  cancer. 

PRETTY  PENNY.  Now,  with  NCPv  in 
hand,  Allen  is  once  more  focusing 
on  his  broader  ambition:  to  make 
one  and  one  equal  three.  But  for 
that  kind  of  productive  addition  to 
work,  all  the  components  must  be 
healthy.  That's  why  in  1988  Allen 
began  reorganizing  AT&T  into  some 
20  separate  business  units  and  gave 
their  presidents  profit-and-loss  re- 
sponsibility. Under  Allen,  return  on 
equity  excluding  extraordinary 
items  climbed  from  13.57'  in  the 
first  quarter  of  1988  to  18.8%  last 


September.  Three  years  after  the  AT&T 
reorganization,  IBM  Chairman  John  F. 
Akers  is  hoping  to  hit  such  profit  tar- 
gets with  a  similar  decentralization  plan. 

Not  surprisingly,  the  biggest  success 
has  been  AT&T  Communications  Services. 
Its  highly  profitable  businesses  range 
from,  customized  discount  calling  plans 
for  big  companies  to  Reach  Out  America 
for  consumers,  from  toll-free  800  num- 
bers to  AT&T  EasyLink  Services,  the  na- 
tion's biggest  electronic-mail  carrier. 

Headed  by  Group  Executive  Victor  A. 
Pelson,  the  long-distance  business  has 
all  but  stopped  losing  market  share  to 
the  likes  of  MCI  Communications  Corp. 
After  plunging  from  857  in  1984,  AT&T's 
share  is  holding  at  around  667,  thanks 
to  aggressive  marketing  and  volume- 
purchase  plans  for  big  customers.  At  the 
same  time,  it  has  avoided  across-the- 
board  pricing  cuts  that  would  have 
pinched  profits:  Every  penny  off  the  av- 
erage rate  costs  AT&T  more  than  $1  bil- 
lion in  annual  revenue.  Indeed,  AT&T  has 
been  able  to  raise  some  prices  while  cut- 


ting others.  Says  Pelson:  "Pricing 
changes  are  much  more  surgical  now." 

The  equipment-making  groups,  on  the 
other  hand,  continue  to  struggle.  The  $2 
billion  Consumer  Products  unit  is  one  of 
the  few  bright  spots,  thanks  in  part  to 
moving  most  of  its  manufacturing  to 
Singapore,  Thailand,  and  Mexico.  In  less 
than  five  years,  it  went  from  a  money- 
loser  to  a  profit  contributor.  But  overall, 
equipment  manufacturing  units  are,  at 
best,  barely  profitable,  say  analysts. 
DOUBLE  BYPASS.  Skeptics  Say  the  units 
are  still  losing  money.  If,  for  example, 
product  businesses  are  made  to  shoulder 
roughly  half  the  cost  of  corporate  over- 
head and  research  and  development — 
not  a  far-fetched  assumption — the  com- 
pany probably  lost  some  $3  billion  in 
product  sales  in  1990,  estimates  A.  Mi- 
chael Noll,  a  former  AT&T  marketing  ex- 
ecutive. "This  cash  cow  called  long  dis- 
tance is  supporting  an  incredibly 
inefficient  manufacturing  company," 
says  Noll,  now  a  professor  at  the  Annen- 
berg  School  for  Communication  at  the 


HOW  BOB  ALLEN 
IS  REWIRING 
AT&T  MANAGEMENT 


L 


ast  year's  contest  for  control  of  computer 
maker  NCR  Corp.  was  a  study  in  vastly 
different  executive  styles.  NCR  Chairman 
Charles  E.  Exley  Jr.  regaled  reporters  with 
barbed  quips  about  American  Telephone  &  Tele- 
graph Co.'s  "failed"  computer  strategy.  AT&T's 
attempt  to  get  into  computers,  he  said,  was  like 
an  electric  utility  going  into  the  Mixmaster  busi- 
ness. By  contrast,  AT&T  Chairman  Robert  E. 
Allen  appeared  flat-footed  and  ill  at  ease.  About 
the  only  thing  they  seemed  to  have  in  common 
was  a  love  of  cigars.  "Maybe  if  we'd  had  a 
cigar,"  Allen  once  sighed,  "we'd  have  found 
some  common  ground."  Indeed,  at  times  it  was 
hard  to  tell  who  was  attacking  whom. 

But  look  who  took  the  prize.  After  a  five- 
month  battle,  Allen's  unswerving  commitment — 
and  $7.4  l:>illion  in  AT&T  stock — won  the  day. 
WABASH  CANNONBALL.  Don't  Underestimate  Al- 
len. His  ramrod-straight  style  may  sometimes 
get  in  his  way,  but  it's  matched  by  a  seriousness 
of  purpose  that  has  impressed  everyone  from 
Hale  Irwin,  his  pro-am  golfing  partner,  to  cur- 
rent NCR  Chairman  Gilbert  P.  Williamson.  "He's 
a  thoughtful  person — unemotional,  clinical," 
says  Williamson.  "That's  pretty  good." 

Allen's  character  was  forged  in  Indiana, 
where  he  worked  on  a  farm  and  a  railroad  gang 
and  played  end  for  the  Wabash  College  football 
team  before  going  to  work  for  Indiana  Bell  in 
1957  as  a  traffic  engineer.  He  paid  his  dues  with 
stints  at  Bell  of  Pennsylvania,  Illinois  Bell,  and 
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University  of"  Southern  300 
California. 

In  recent  years,  in- 
tense global  competition 
has  curbed  profits  in 
major  AT&T  product  cat- 
egories such  as  switch- 
es for  phone  companies 
and  businesses.  Last 
year,  AT&T  hired  outsid- 
er Jerre  L.  Stead  from 
electrical-gear  maker 
Square  D  Co.  to  turn 
around  the  offiee-phone 
systems  business.  And 
it  took  a  huge  $4  billion 
charge  in  the  third 
quarter  for  consolida- 
tion, mainly  in  equip- 
ment businesses,  including  axing  much 
of  the  old  AT&T  computer  operation. 

At  the  same  time,  the  company  is  be- 
ing challenged  in  markets  it  once  owned. 
Last  November,  Ameritech,  the  Chicago- 
based  Baby  Bell,  gave  it  a  puny  37c  of 
the  new  capacity  in  a  $L05  billion  switch 
order.  The  rest  went  to  Northern  Tele- 
com Ltd.  and  newcomer  Siemens  Strom- 
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berg-Carlson.  That  hurt.  A  month  later, 
the  Federal  Aviation  Administration 
picked  Harris  Corp.  over  AT&T  to  build  a 
$L7  billion  voice-communications  system 
for  air-traffic  controllers  (page  31). 

So  the  pressure  is  mounting  to  make 
Allen's  vision  for  .AT&T  finally  come 
alive.  But  with  NCR,  he  says,  the  stage  is 
set.  Take  electronic  transactions,  such  as 


Chesapeake  &  Potomac  Telephone  Cos.  before 
reaching  corporate  headquarters  for  good  in 
1983.  The  father  of  five  is  married  to  his  sweet- 
heart from  college  days.  Allen,  56,  keeps  fit 
with  morning  jogs,  and  about  his  only  vice — 
besides  the  cigar — is  his  addiction  to  golf,  which 
he  plays  with  a  handicap  of  10. 

A  career  in  the  rule-bound  Bell  System  hardly 
prepared  Allen  to  lead  AT&T  through  the  jungles 
of  deregulation  and  open  competition.  He  admits 
to  a  few  months  of  floundering  upon  becoming 
chairman  in  April,  1988.  But  soon,  Allen  hit  on  a 
management  style  that  suited  his  temperament, 
one  that's  more  collegial  than  inspirational. 
Rather  than  trying  to  rule  AT&T  from  above,  he 
has  split  the  company  into  some  20  lines  of 
business.  To  illustrate  the  decentralization,  he 
turned  the  organization  chart  upside  down  so 
that  he  and  other  corporate  officers  "support" 
the  business-unit  presidents. 

Last  year,  Allen  decentralized  even  further  by 
handing  over  day-to-day  decisions  to  a  five-per- 
son Operations  Committee — which  he's  not  on. 
"It's  not  a  neat,  clean  structure,"  Allen  says. 
"There's  a  conscious  attempt  to  put  more  ambi- 
guity in  the  process.  Some  people  are  comfort- 
able with  that,  and  some  people  aren't." 

Yet  Allen  is  hardly  indecisive,  as  he  proved  in 
the  NCR  affair.  By  going  over  Exley's  head, 
Allen  risked  triggering  mass  resignations  and 
throwing  both  companies  off  track.  But  he  took 
a  calculated  gamble — and  won.  Aside  from  Ex- 
ley,  hardly  any  top  NCR  people  have  resigned.  So 
far,  anyway,  the  merger  has  gone  smoothly 
(page  63),  as  Allen  predicted  it  would. 

Stiff  he  may  be.  But  his  serious,  straight- 
ahead  style  could  be  just  what's  needed.  Flair 
and  showmanship  won't  keep  this  complex  cor- 
porate ship  on  its  long-term  course. 

By  Peter  Coy  in  Basking  Ridge.  N.  J. 


verifying  a  credit  card 
or  making  an  airline 
reservation.  AT&T  calcu- 
lates that  the  volume  of 
such  transactions  will 
quadruple,  to  200  billion 
a  year,  by  1995.  And  it's 
ready  to  profit  in  three 
ways:  AT&T  Communica- 
tions can  carry  the 
transactions  over  its 
network,  AT&T  Network 
Systems  Corp.  can  build 
the  gear  to  move  them 
along,  and  NCR  can  sup- 
ply the  computers  and 
software. 

In  new  fields  such  as 
electronic  transactions, 
old  distinctions  between  products  and 
services  blur,  Allen's  team  believes.  "Is 
a  cash  machine,  or  point-of-sale  terminal, 
a  product  or  a  service?"  asks  Richard  S. 
Bodman,  senior  vice-president  for  corpo- 
rate strategy  and  development.  The  an- 
swer: Both,  of  course. 

That's  where  the  combination  with 
NCR  is  supposed  to  pay  off.  NCR  Chair- 
man Gilbert  P.  Williamson  says  that 
his  people  and  AT&T's  will  be  able  to 
pull  off  complex  projects  that  they 
could  not  have  managed  through  a 
looser  affiliation.  "If  you  really 
want  to  do  something  big,"  he  says, 
"it  gets  very  difficult  to  do  it  on  an 
arm's-length  basis."  Already,  NCR  is 
working  on  an  AT&T  project  for  af- 
ter-hours trading  at  the  New  York 
Mercantile  Exchange. 
GUT  FEELING.  If  AT&T  Can  do  it  well, 
its  services-and-equipment  strategy 
looks  promising — even  to  Japan's 
giant  Nippon  Telegraph  &  Tele- 
phone Corp.  The  $50  billion  domestic 
carrier  has  world-class  R&D  labs, 
but  it's  prohibited  from  manufactur- 
ing. It  buys  most  of  its  equipment 
from  suppliers  with  which  it  has 
close  ties,  such  as  Fujitsu,  Hitachi, 
NEC,  and  OKI.  But  maintaining  and 
upgrading  that  equipment  can  be  a 
strain  on  the  manufacturers,  espe- 
cially for  the  more  esoteric  stuff. 
"As  the  market  grows  ever  more 
competitive,  there  is  no  guarantee 
that  our  suppliers  will  always  pro- 
vide the  same  level  of  support," 
.says  Yusuke  Kume,  an  executive 
manager  in  NTT's  International  Af- 
fairs Dept.  "This  is  where  AT&T  may 
have  an  advantage." 
Still,  neither  Allen 


nor  anybody 
else  at  AT&T  has  been  able  to  spell 
out  precisely  how  that  advantage 
will  translate  into  revenue  growth 
and  earnings.  Indeed,  the  stocks  of 
the  seven  Baby  Bell  offspring  have 
outperformed  AT&T  shares,  partly 
because  those  companies  have  been 
banned  from  entering  the  less  prof- 
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Open  systems. 


Everyone  agrees  they  r  oi 


No  one's  debating  whether  open  systems  are  j;] 
a  good  idea,  but  vou  11  hear  plenty  of  discussion 
about  what  open  systems  are. 

Some  insist,  for  example,  that  an  open  sys- 
tem is  a  L  NIX"  system.  But  to  others  it's  whateyer 
it  takes  to  get  their  different  operating  systems, 
networking  protocol?  and  databases  working  as 
one.  and  the  sooner  the  better. 

That's  why  IBM  yiews  open  systems  so  openl 
To  us.  they  begin  less  w  ith  particular  technologic 
and  more  w  ith  the  needs  of  your  business. 

The  real  goal  is  to  liberate  information  thatj 
trapped  around  your  company,  so  more  of  your 
people  can  use  it  more  easily  and  to  open  commt 
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od,  but  not  everyone  agrees  how  to  get  there. 


;ations  with  customers  and  suppliers,  who  no 
Libt  planned  their  systems  without  thinking 
out  yours. 

And  of  course,  you  need  to  accomplish  all 
s  without  scrapping  your  existing  multivendor 
estments. 

So  the  paths  to  open  systems  will  vary,  but 
;res  one  thing  that  won't — consistent  industry 
ndards.  IBM  is  fully  committed  to  open  sys- 
ns,  so  weVe  equally  fervent  about  standards. 

We're  active  on  over  1,200  standards 
tiatives.  We're  a  sponsor  of  OSF°  a  member 
X/OPEN™  and  we  support  ISO?  ANSI"  and 
lEE™  to  name  a  few.  And  when  a  new  standard 


holds  promise,  we  support  its  development. 

What's  more,  we  offer  AIX™  for  UNIX 
users  and  we  are  improving  our  SAA™  and  AIX 
systems  to  work  more  openly  with  each  other  and 
your  non-IBM  systems.  So  as  you  move  to  open 
systems,  your  investments  will  be  protected.  We 
can  also  help  you  open  your  system  with  consult- 
ing services  and  technical  support. 

At  IBM,  we  now  measure  everything  we 
do — from  the  desktop  on  up — against  a  yardstick 
ol  openness.  It's  what  we  have  to  do  because  it's 
what  you  want  to  do.  To  get        —  — «> 

more  information,  call  us  at       Z    ^Z.  —  — TZ 
1  800  IBM-CALL.  =====. "  = 


(lowing  are  trademarks  ot  Unix  Systems  Laboratories,  Inc  ,  Open  Software  Foundation,  Inc  .  X/OPEN  Company,  Ltd .  The  International  Organization  tor  Standardization,  American  National  Standards  Institute,  Inc  , 


The  long-distance 
business,  headed 
by  Victor  Pelson, 
has  all  but 
stopped  losing 
market  share  to 
the  likes  of  MCI 


itable  equipment-making  business  (chart, 
page  59).  "This  whole  concept  of  syner- 
gy is  based  on  experience  and  gut  feel- 
ing and  wisdom,  but  not  necessarily  on 
brute-force  calculation  of  the  numbers," 
says  Richard  B.  Emmerson,  a  Del  Mar 
(Calif.)  consultant  who  has  advised  AT&T 
on  how  to  get  a  better  handle  on  its 
internal  accounting. 

A  new  deal  in  Italy  exemplifies  the 
kind  of  successful  collaboration  between 
business  units  that  Allen  hopes  will  oc- 
cur throughout  the  company.  AT&T  is 
supplying  SIP,  the  domestic  phone  com- 
pany, with  computer-based  "intelligent 
networks"  that  will  deliver  the  Italian 
equivalents  of  800  and  900  numbers. 
While  Network  Systems  will  supply  the 
gear,  its  communications  people  will 
show  the  Italians  how  to  use  it.  Says 
Claudio  Carrelli,  SlP's  head  of  research 
and  development:  "All  switchmakers 
have  the  same  technology,  but  AT&T  has 
the  major  operating  experience.  From 
that  point  of  view,  AT&T  is  far  ahead  of 
everyone  else." 

PARENT  VS.  KIDS.  Another  product  born 
of  corporate  synergy  is  the  Smart 
Phone,  which  customers  should  begin  to 
see  later  this  year.  It  has  a  touch-sensi- 
tive screen  with  buttons  that  can  be  pro- 
grammed to  coii'iect  to  a  host  computer 
and  automatically  order  a  pizza,  transfer 
funds  into  a  checking  account,  pay  an 
electric  bill,  or  call  Aunt  Virginia.  The 
phone  comes  from  the  Consumer  Prod- 
ucts unit  of  AT&T;  the  brains  that  carry 
out  the  transactions  -'/i  the  network  were 
devised  by  Network  Systems  and  Bell 
Laboratories. 

But  for  every  examp-:  of  the  benefits 
of  collaboration,  it  seem^  there's  anoth- 
er showing  how  AT&T  coui  stab  itself  in 
the  foot  with  its  two-pron,  'd  strategy. 


As  it  pushes  overseas,  for  example, 
AT&T  phone-service  executives  are  lobby- 
ing hard  to  get  governments  and  state- 
owned  phone  companies  to  pare  fees 
that  increase  the  price  of  overseas  call- 
ing. But  at  the  same  time,  executives 
from  other  parts  of  the  company  are 
trying  to  get  the  same  carriers  to  buy 
AT&T  equipment.  The  danger:  "They 
might  say,  'Screw  you,  I'm  not  going  to 
give  you  any  more  business  unless  you 
back  off  on  rates,' "  says  Michael  C. 
Craft,  AT&T's  Gulf  Region  managing  di- 
rector. "It's  a  dilemma." 

The  service-and-equipment  combina- 
tion also  causes  conflict  at  home.  AT&T's 
factories  were  built  in  the  Bell  System 
era  to  provide  equipment  to  a  captive 
market  of  local  Bells.  Now,  increasingly, 
AT&T  competes  with  its  babies — for  ex- 


ample, by  helping  corporations  set  up 
direct  links  to  the  long-distance  network, 
bypassing  the  local  phone  company. 
That  could  throw  business  to  rival 
phone-switch  makers  that  don't  compete 
in  phone  services,  such  as  Northern  Te 
lecom.  "We've  gotten  kudos  on  that 
from  our  customers,"  says  Northern 
Chairman  Paul  G.  Stern.  Alienating  the 
Baby  Bells  could  be  a  real  problem: 
They  account  for  80%  of  the  $7.8  billion 
annual  revenue  of  AT&T  Network  Sys 
terns.  "There  are  complexities  to  being 
unique,"  says  Carleton  S.  Fiorina,  Net- 
work Systems  vice-president  for  strate- 
gy and  market  development.  "They  re- 
quire a  lot  of  finesse.  That  finesse  is 
what  we've  been  working  to  develop." 
BAD  OLD  DAYS.  Allen  understands  that 
trying  too  hard  for  synergy  within  AT&T 
could  be  a  step  backward — to  the  bad 
old  days  when  the  company  was  slowed 
down  by  a  not-invented-here  syndrome. 
That's  why  business  units  are  free  to 
buy  from  outside  when  it  makes  sense. 
The  Consumer  Products  unit  did  that  for 
the  VideoPhone  2500,  introduced  on  Jan 
6.  This  home  phone,  incorporating  a 
small  screen  and  camera  for  visual  com- 
munications, uses  software  from  Com- 
pression Labs  Inc.  that  squeezes  moving 
images  onto  standard  phone  lines — even 
though  Bell  Labs  has  been  working  in 
the  field  for  80  years. 

One  thing  Allen  doesn't  want  to  do  in 
pursuing  the  global-infotech  vision  thing 
is  lose  focus  on  at&t's  crown  jewel:  the 
long-distance  network.  Most  of  the  time, 
it  works  impeccably.  The  day  after 
Thanksgiving,  for  example,  AT&T  says  it 
carried  a  record  157.8  million  calls,  and 
all  but  211  went  through  on  the  first  try. 

But  because  new  technology  such  as 
fiber  optics  concentrates  more  traffic  in 


Preventing 
competition 
the  Baby  Bell 
the  service  side 
from  hurting 
equipment  sales 
will  require 
finesse,  says 
Network  Systems 
Vice-President 
Carleton  Fiorina 


fewer  swilclies  and  circuits,  network 
glitches  can  have  mind-boggling  reper- 
cussions. Between  software  bugs  and 
human  errors,  AT&T's  network  has  suf- 
fered three  major  failures  in  the  past 
two  years.  The  most  recent,  last  Septem- 
ber, severed  an  air-traffic  control  net- 
work, snarling  flight  plans  from  coast  to 
coast.  Among  the  passengers  caught 
aloft  was  Alfred  C.  Sikes,  chairman  of 
the  Federal  Communications  Commis- 
sion. The  incident  stunned  Allen:  "I  can 
hardly  remember  anything  in  my  career 
that  was  quite  as  painful  to  me  personal- 
ly," he  says. 


Still,  Allen  is  keeping  his  eye  on  the 
future — even  as  he  tries  to  boost  current 
businesses.  He  has  produced  a  leaner 
and  meaner  company  than  the  one  he 
inherited.  But  he  knows  that  cutting 
costs  goes  only  so  far.  AT&T  doubled 
earnings — from  $1.37  billion  in  1984  to 
$2.74  billion  in  1990— mainly  by  slashing. 
But  revenue  over  that  period  rose  just 
12%,  from  $33.2  billion  to  $37.3  billion. 
Discounting  the  bulge  from  NCR,  the 
slow  growth  continued  last  year. 

To  make  it  in  the  21st  century,  Allen 
knows,  AT&T  will  need  to  create  revenue 
from  entirely  new  products  and  services. 


Some  can  scarcely  be  imaginf^d  today — 
such  as  picture-perfect  visual  communi- 
cations, phone  numbers  that  stay  with 
you  for  life,  and  networked  computers 
that  act  as  omniscient  assistants. 

Allen  remains  as  convinced  as  he  was 
13  years  ago  that  such  a  future  depends 
on  keeping  AT&T  strong  in  both  products 
and  services.  By  making  .AT&T's  equip- 
ment businesses  more  efficient  and  buy- 
ing XCR  to  fi.x  his  computer  division,  he 
is  putting  the  company  on  track  to  reach 
its  ambitious  goals  at  last. 

By  Peter  Coy  in  Basking  Ridge.  N.  J., 
irith  bureau  reports 


While  a  market- 
ing e.xecutive 
at  NCR  Corp.  in 
the  1980s,  Gilbert  P.  Wil- 
liamson learned  an  impor- 
tant lesson  in  cross-cultur- 
al business  dealings. 
Japanese  colleagues  in  To- 
kyo spent  an  unusual 
amount  of  time  scrutiniz- 
ing his  American  habits 
and  figures  of  speech.  "It 
drives  you  nuts,"  says 
Williamson,  now  chairman 
and  CEO  of  NCR  and  a  di- 
rector of  parent  American 
Telephone  &  Telegraph 
Co.  But  once  "they  all  un- 
derstood things  and  the 
debates  were  over,"  he 
claims,  the  Japanese 
would  act  "in  a  flash." 

Today,  Williamson  is 
drav/ing  on  that  experi- 
ence as  NCR  and  AT&T  try 
to  make  their  1991  merger  work.  Early 
on,  for  instance,  he  discovered  that  each 
company  meant  something  quite  differ- 
ent by  "business  unit."  NCR  had  hun- 
dreds of  such  units,  while  AT&T  had 
about  20.  So  when  NCR  executives  non- 
chalantly discussed  creating  and  disman- 
tling units  at  the  drop  of  a  hat,  their 
AT&T  counterparts  "looked  at  us  like  we 
were  crazy,"  says  Williamson.  Now,  each 
side  knows  better:  "You  have  to  immerse 
yourself  in  each  other's  organizations  to 
really  begin  communicating,"  the  30-year 
NCR  veteran  says. 

SMOTHER  LOVE?  Immerse  yourself,  but 
don't  lose  yourself:  That's  the  challenge. 
Given  the  poor  record  of  computer  com- 
pany mergers,  there's  the  risk  that  AT&T 
might  smother  NCR's  culture.  Indeed, 
AT&T  immediately  changed  the  108-year- 
old  meaning  of  NCR  from  National  Cash 
Register  to  AT&T's  Networked  Comput- 
ing Resource.  But  NCR  managers  have 
had  free  rein,  even  deciding  which  of 


AT&T  AND  NCR'S  SYSTEM  IS  A  HIT  AT  NEW  YORK'S  MERCANTILE  EXCHANGE 


AT&T  Computer  Systems'  7,500  employ- 
ees to  keep.  They  wound  up  with  1,800. 

On  the  surface,  at  least,  the  at&T-NCR 
combo  seems  to  hold  much  promise. 
With  combined  computer  revenues  esti- 
mated at  more  than  $9  billion  and  a  work 
force  of  55,200,  it's  the  U.  S.'s  fifth-larg- 
est computer  maker  and  No.  8  in  the 
world.  Each  company  had  bet  heavily  on 
industry  standards,  so  their  product  lines 
are  mostly  compatible.  NCR  is  strong  in 
terminals  that  capture  business  data, 
such  as  electronic  cash  registers,  while 
AT&T's  network  excels  in  moving  such 
information  to  wherever  it's  needed.  NCR 
gives  AT&T  a  presence  in  120  countries. 
AT&T  can  finance  a  big  push  against  IBM 
in  commercial  computing.  Last  month, 
for  instance,  AT&T  agreed  to  pay  $520 
million  to  acquire  Teradata  Corp.,  NCR's 
partner  in  large-scale  computers. 

For  the  most  part,  insiders  say,  it's 
business  as  usual  at  NCR.  Only  a  few 
AT&T  executives  have  been  placed  in  top 


positions  at  NCR.  The  most 
visible  is  William  O'Shea, 
a  marketing  executive  at 
AT&T,  who  now  runs 
NCR's  Network  Products 
Group. 

But  the  main  test  will 
be  over  how  well  the  com- 
panies can  collaborate  to 
create  the  profitable  syn- 
ergies AT&T  wants.  They 
claim  early  success  at  the 
New  York  Mercantile  Ex- 
change, where  AT&T  won 
a  contract  for  a  network 
of  computers  for  an  after- 
hours  trading  system.  NCR 
will  install  and  maintain 
the  system,  and  its  com- 
puters may  be  used,  too. 
The  goal  shared  by  the 
companies,  says  O'Shea,  is 
to  operate  "in  a  way  that 
will  make  it  hard  for  peo- 
ple to  understand  that  we 
even  had  a  merger." 

Still,  nagging  questions  linger.  How 
will  the  acquisition  of  mostly  nonunion 
NCR  affect  AT&T's  relations  with  the 
powerful  Communications  Workers  of 
America?  Union  officials  say  a  strike  is 
possible  against  AT&T  if  NCR  manage- 
ment continues  opposing  cwa's  organiz- 
ing drive  at  the  subsidiary. 

Most  important,  though:  When  will 
.AT&T  prove  in  dollars  that  it  did  right  in 
paying  more  than  twice  NCR's  pre- 
takeover  market  value  of  $3.22  billion  for 
a  middling  computer  company?  During 
the  takeover.  Chairman  Charles  E.  Exley 
Jr.  painted  rosy  projections  for  NCR  for 
the  1990s.  But  Williamson  says  the  weak 
economy  and  delays  in  a  new  mainframe 
have  kept  NCR  from  reaching  even  its 
1991  goals.  It's  going  to  take  more  than 
a  common  vocabulary,  it  seems,  to  make 
this  an  enduring  success. 

By  John  W.  Verity  and  Peter  Coy  in 
New  York 
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NEW  ENGINE,  NEW  TRANSMlO 
AND  TO  THINK  MOST  PEOPLl 


On  September  1, 1991,  the 
presses  at  Car  and  Driver  rolled 
and  declared  the  Nissan' Maxima 
SE  the  "Best  Import  Sports  Sedan 
under  $25,000" 

That  night  the  engineers  at 
Nissan  quietly  celebrated. 

And  took  pleasure  in  the 
l<nowledge  that  the  press  hadn't,  well,  seen 
anything  yet.  For  that  same  month  the  new 
1992  Maxima  was  launched.  A  car  our  engi- 
neers had  completely  reexamined,  revamped, 
and  retooled,  literally  from  the  ground  up. 

One  glance  at  the  1992  engine  and  you 
immediately  detect  a  perfectionist  mentality 
bordering  on  the  obsessive.  For  there  lies  a 
new30-Iiter  24 -valve  D0HCV6  multi-point, 
fuel-injected  variable  valve  timed  engine. 


The  new  1992  Maxima  SE  shown  in  Super  Black  with 
optional  ABS  brakes,  driver's  side  airbag  and  four-speed 
automatic  transnvssion . 

Like  our  legendary  Z"the  Maxima  SE's  new  30-liter  190 
hp  24-valve  DOHC  V6  engine  features  a  variable-induction 
dual  plenum  system  on  the  5-speed  which  utilizes  an 
intermediate  valve  to  regulate  air  intake  flow  for  better 
performance  at  low  to  mid-range  RPM:-, 


' All-new  hilly  clecaomc  automatic  transmission  'Source  Cat  and  Driver  11/91  versus  9/91  Pot  more  sij,, 


ON,  IMPROVED  SUSPENSION, 
IKED  IT  THE  WAY  IT  WAS. 


As  a  result,  the  0-60  time  has  been 
reduced  by  more  than  a  second  to  a  seat- 
pressing  6.7  seconds*  And  horsepower  has 
surged  to  an  adrenalin- pumping  190.  Giving 
new  meaning  to  the  term,4-Door  Sports  Car?' 

Of  course,  in  our  engineers  minds,  a 
totally  new  engine  dictated  equally  radical 
changes  to  the  transmission^" 

A  new  front  Viscous  Limited  Slip 
Differential  transfers  additional  power  to 


whichever  front  wheel  has  greater 
traction.  So  both  stability  and 
your  self- composure  are  never  lost. 

And  a  remarkable  revamped 
4 -wheel  independent  suspension 
system  allows  you  to  negotiate 
curves  without  compromising 
responsiveness  or  performance. 
Some  things  on  the  Maxima,  however, 
tal<e  years  to  appreciate.  Because  over  a 
two  year  period,  the  SE  retains  70%  of  its 
value.  That's  higher  than  BMW  525i  and 
Acuta  Legend. 

All  of  which  suggests  there  is  one 
thing  our  engineers  can't  change  on  the 
Maxima  SE.  Our 
customers  satisfac- 
tion with  it. 


NISSAN 


BUILT  FOR  THE 
HUMAN  RACE! 


rniaaon  call  l-800-NISSA  N-6  Smart  people  always  read  the  fine  print  And  they  always  wear  their  seat  belts 


overnment 


MANAGEMENT  I 


THE  NEW  GOSPEI  OF 
GOOD  GOVERNMENT 


To  strapped  officials,  David  Osborne  has  the  answers.  Does  he? 


A year  ago,  Lawton  Chiles,  Flori- 
da's newly  elected  Democratic 
governor,  was  putting  the  final 
touches  on  his  inaugural  address  when 
an  aide  burst  in  with  bad  news:  Massa- 
chusetts Governor  William  F.  Weld,  a 
Republican,  had  just  given  much  the 
same  address  at  his  inauguration.  "Gov- 
ernment should  steer,  not  row,"  Weld 
intoned.  "Government  should  focus  on 
results,  not  rules."  Weld  had  taken  the 
aphorisms  right  out  of  Chiles's  mouth. 
Chiles  hastily  drafted  a  new  speech. 

Gubernatorial  plagiarism?  Sort  of.  But 
both  Chiles  and  Weld  had  lifted  their 
words  from  David  Osborne,  a  40-year-old 
author,  consultant,  and  tireless  evange- 
list for  efficiency  in  government.  With 
Osborne's  blessing,  governors,  senators, 
mayors,  and  city  council  leaders  are  all 
swiping  his  lines.  So  are  Presidential 
candidates:  Democratic  hopeful  Arkan- 
sas Governor  Bill  Clinton  sprinkles  his 
stump  speeches  with  such  Osbornian 
phrases  as  "empowering  rather  than 
.serving"  and  "paying  for  performance." 

Behind  all  this  rhetorical  pilfering  is  a 
revolution  in  state  and  local  government. 
Osborne's  books  and  speeches  have 
started  a  movement  called  "entrepre- 
neurial government."  The  message:  Cen- 
tralized government  is  failing.  Bloated 
bureaucracies  and  rigid  rules  block  effi- 
cient delivery  of  services.  The  public  sec- 
tor must  become  responsive  to  citizen- 
consumers.  Governments  must  become 
more  like  businesses,  even  if  that  means 
wrenching  reorganization. 

At  a  time  of  fiscal  crisis,  and  with  the 
Osborne  method  promising  to  cut  costs 


without  eliminating  essential  services, 
the  movement  is  well  under  way  at  state 
Capitols  and  city  halls  around  the  nation. 
"It's  everywhere  I  look,"  says  Osborne. 
Except,  so  far,  in  Washington.  While  his 
ideas  have  taken  hold  in  parts  of  the 
Pentagon  and  are  popular  with  some 
White  House  aides,  the  federal  govern- 
ment is  largely  oblivious  to  the  whole- 
sale restructuring  in  many  states. 

Some  enthusiasm  for  Osbornism  may 
be  little  more  than  hype  over  the  latest 
government  fad.  And  critics — mainly 
union  leaders  and  state  legislative  bar- 
ons— complain  that  it  causes  painful  up- 
heavals whose  benefits  and  savings  are 
grossly  overstated.  The  changes  can  re- 
sult in  staff  reductions,  making  remain- 
ing workers  resistant  to  reform.  "It's 
bad  management  to  threaten  people  and 
then  expect  them  to  make  constructive 
changes,"  says  Robert  E.  McGarrah  Jr., 
director  for  public  policy  for  the  Ameri- 
can Federation  of  State,  County  &  Mu- 
nicipal Employees  (.\FSCME). 
ITINERANT  PURVEYOR.  But  much  of  the 
acceptance  of  Osborne's  principles 
seems  genuine.  The  deep  fiscal  crisis  has 
prompted  some  iconoclastic  governors  to 
seek  fundamental  reform.  "In  spite  of 
everything  the  states  did  last  year,  they 
find  themselves  in  the  same  situation, 
with  severe  budget  shortfalls,"  says  Wil- 
liam T.  Pound,  director  of  the  National 
Conference  of  State  Legislatures.  "I  ex- 
pect to  see  a  lot  more  experimentation." 

Osborne,  somewhat  surprised  by  the 
attention,  says  he's  just  an  itinerant  pur- 
veyor of  good  government  ideas.  A  San 
Jose  (Calif.)  native,  he  worked  as  a  jour- 


nalist for  Pacific  News,  an  alternative 
wire  service  that  opposed  the  Vietnam 
War,  and  freelanced  articles  to  maga- 
zines after  graduating  from  Stanford 
University.  Soon  after  the  1978  passage 
of  California's  tax-cutting  Proposition 
13,  he  got  intensely  interested  in  govern 
ment.  "Proposition  13  signaled  the  death 
of  the  New  Deal  and  the  Great  Society 
and  the  beginning  of  the  tax  revolt  and 
Reaganism,"  says  Osborne.  "It  was  an 
awakening  for  me."  In  1985,  Osborne 
wrote  Laboratories  of  Democracy 
which  outlined  how  governors  were  try- 
ing new  ways  of  providing  social  ser- 
vices because  of  the  tax  revolt.  The  book 
was  well  received  but  no  best-seller. 

These  days,  Osborne  spends  most  of 
his  time  consulting  for  governors  and 
mayors.  Working  out  of  his  suburban 
Boston  home,  he  sees  the  best  and  worst 
of  local  government.  But  he  still  consid 
ers  himself  a  journalist,  and  his  Rein 
venting  Government,  co-authored  with 
Ted  A.  Gaebler,  a  former  Visalia  (Calif.) 
city  manager,  is  due  out  on  Feb.  13  from 
Addison-Wesley  Publishing  Co.  In  it,  Os- 
borne chronicles  the  efforts  of  hundreds 
of  government  officials  to  bring  busi- 
ness techniques  to  public  services. 
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DECENTRALIZE 


To  hasten  decision-making  and  encour- 
age innovation,  Florida  may  soon  break 
up  its  largest  agency,  the  Health  &  Reha- 
bilitative Services  Dept.,  among  15  dis- 
tricts. Headquarters  staff  would  be  cut  as 
some  of  HRS's  $8.4  billion  budget  and 
44,000  workers  are  dispersed  locally 


NTRODUCE  COMPETITION  I 


To  spur  efficient  garbage  collection,  ifi 


Phoenix  requires  its  Public  Works  Di 
to  bid  against  private  carters.  At  first 
DPW  lost,  but  after  automating  and  t 
ming  staff,  it  won  back  the  business. ' 
id-waste  removal  costs  have  droppec 
a  year.  Phoenix  now  bids  several  ser\ 
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The  tome  won't  go  flying  off  the 
shelves  at  Waldenbooks,  but  it  will  be  a 
best-seller  among  public-sector  cogno- 
scenti. The  key  point:  Bureaucracies 
can't  act  quickly  enough  to  solve  a  mul- 
titude of  problems  that  require  more 
than  one-size-fits-all  solutions.  To  re- 
form, government  should  use  business 
principles  to  get  better  results  for  less 
money.  "It's  long  overdue,"  says  Thom- 
as J.  Peters,  author  of  In  Search  of 
Excellence.  "At  each  level  of  govern- 
ment, you  see  people  experimenting 
wildly  with  Osborne's  ideas — anything 
we  can  do  to  encourage  it  is  admirable." 

Osborne's  book  brings  to  life  the  expe- 
riences of  hundreds  of  lonely  govern- 
ment innovators.  John  Falco,  for  exam- 
ple, transformed  New  York's  East 
Harlem  school  district  from  the  worst 
performer  in  the  city  to  one  of  the  best 
by  eliminating  bureaucracy,  letting 
teachers  run  their  own  schools,  and  forc- 
ing schools  to  compete  for  students. 
Then  there's  Tom  Fulton,  the  lone  em- 
ployee of  the  Minneapolis-St.  Paul  Fam- 
ily Housing  Fund,  who  over  10  years 
avoided  the  mountains  of  red  tape 
thrown  at  him  by  the  federal  Housing  & 
Urban  Development  Dept.  by  working 


through  a  nonprofit 
corporation.  Fulton 
helped  house  some 
7,000  families,  either 
by  finding  financing 
to  develop  rental 
units  or  helping 
them  buy  homes. 

Florida's  Chiles 
has  gone  the  fur- 
thest with  Osborne's 
ideas.  Facing  a  $1 
billion  budget  short- 
fall, he  says  he  "de- 
cided to  turn  a  crisis 
into  an  opportunity." 

Chiles  took  up  the 
school  system  first, 
getting  the  state  leg- 
islature to  remove 
dozens  of  restric- 
tions and  school  ad- 
ministrators and  giv- 
ing parents  a  voice 
in  determining  curriculum  and  stan- 
dards. Chiles  also  persuaded  lawmakers 
to  reform  Florida's  civil-service  system, 
which  stopped  managers  from  reward- 
ing good  workers  or  punishing  the  slack- 
ers. An  experimental  program  in  two 
agencies  lets  managers  give  bonuses  to 
workers  who  boost  productivity. 

In  mid-January,  Chiles  will  ask  legisla- 
tors to  decentralize  the  state's  behemoth 
social  services  agency,  the  Health  &  Re- 
habilitative Services  Dept.  Instead,  1.5  re- 
gional citizen  councils  would  decide  what 
goals  they  want  to  achieve  and  how  they 
will  measure  the  results.  For  example, 
Chiles  says,  the  council  in  the  retirement 
haven  of  Broward  County  would  likely 
emphasize  senior  services,  while  a  panel 
in  agricultural  central  Florida  might  tai- 
lor services  for  farmworkers. 
'DESPERATE  TIMES.'  Massachusetts'  Weld 
is  not  far  behind  Chiles.  When  Weld 
took  over  in  1990,  the  state's  credit  rat- 
ing" was  one  step  away  from  junk-bond 
status.  "Desperate  times  required  des- 
perate measures,"  he  says.  Weld  is  pri- 
vatizing big  chunks  of  state  govern- 
ment, has  backed  an  optional  school- 
choice  bill  that  encompasses  30  districts, 
and  has  issued  a  reform  package  that 


cuts  140  rules  affecting  everything  from 
industry  to  child-care  providers,  universi- 
ties, and  consumers.  He  started  one  of 
the  nation's  first  managed-care  pro- 
grams for  medicaid  patients,  in  which 
private  advisers  help  recipients  select  a 
cost-effective  health  plan. 

Soon,  Weld  will  propose  the  most  radi- 
cal reform  of  all:  a  budget  that  seeks 
funding  for  about  100  "service  delivery 
groups"  instead  of  the  1,200  line  items  in 
previous  requests.  If  the  state  legisla- 
ture goes  along,  managers  of  these 
groups  would  have  the  flexibility  to  de- 
cide where  the  money  is  needed. 

Weld  says  he's  trying  to  "get  rid  of 
our  muscle-bound,  bureaucratic  ap- 
proach. I  want  everyone  to  question  why 
we  do  the  things  we  do."  For  example, 
he  says  that  while  only  6,500  of  the 
state's  35,000  public  and  mental  health 
beds  were  occupied,  "no  one  said:  'Why 
not  close  some  of  them?'  "  Over  the  next 
three  years,  Weld  will  shutter  9  of  34 
hospitals,  transferring  patients  to  pri- 
vate facilities.  The  controversial  move 
may  save  $60  million  by  1994. 

Texas  Governor  Ann  W.  Richards  has 
made  changes  prompted  by  Osborne  in 
the  Lone  Star  State,  which  has  faced  a 
financial  crunch  every  year  since  the 
mid-1980s.  The  first-term  Democrat  has 
instructed  agency  heads  to  survey  "cus- 
tomer" needs.  In  her  own  office,  she 
began  a  "customer-service"  training  pro- 
gram to  prompt  better  responsiveness. 

Richards  also  asked  Comptroller  John 
Sharp  to  find  new  ways  to  provide  more 
services  with  less  money.  He  produced 
three  volumes  of  recommendations,  and 
the  legislature,  enticed  by  the  $2.6  billion 
in  savings  that  would  forestall  big  tax 
increases,  adopted  65%  of  them.  One 
measure  lets  state  agencies  keep  half 
the  savings  they  produce  by  boosting 
worker  productivity  for  investing  in  ad- 
ditional money-saving  schemes.  Many 
departments  have  been  freed  from  line- 
item  budgeting,  and  many  managers 
now  are  able  to  give  bonuses  to  top  per- 
formers. Says  Osborne:  "I'm  amazed  by 
how  much  she  got  done.  It's  as  if  the 
resistance  just  melted  away." 

Not  everyone  has  joined  this  mutual- 


HROW  OUT  THE  RULE  BOOK 


:ircumvent  red  tape  at  the  U.  S. 
ising  &  Urban  Development  Dept., 
Minneapolis  housing  authority  creat- 
i  nonprofit  fund  for  low-income  hous- 
In  10  years,  with  one  employee,  it 
)ed  finance  1,700  homes  and  more 
1 2,000  rental  or  co-op  units 


REWARD  RESULTS 


To  motivate  government  workers  to  be 
more  efficient,  Florida  exempted  its  445- 
person  workers'  compensation  division 
from  civil  service  rules.  The  unit  cut  man- 
agerial staff  and  used  the  savings  to  pay 
bonuses  for  productivity,  which  jumped 
more  than  7% 


MAKE  MANAGEMENT  FLEXIBLE 


To  stop  wasteful  'use  it  or  lose  it'  year- 
end  spending,  Massachusetts  may  soon 
eliminate  the  line-item  budget.  Instead  of 
making  1,200  allotments,  the  state  would 
grant  its  $13  billion  budget  to  100  pro- 
gram managers,  and  they  could  shift 
spending  as  the  year  progresses 
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Once  you  get  a  taste  of  our  no-nonsense  approach  to  luxury,  you'll  have 


a  hard  time  settling  for  anything  less.  Whether  you  want  to  wine  and  dine  a 


client  in  sumptuous  surroundings,  or  simply  enjoy  a  late-night  burger,  we  go 


all  out  to  satisfy  you.  For  reservations  at  a  Westin,  Caesar  Park,  Camino  Real 


or  the  Hotel  Vier  Jahreszeiten,  call  your  travel  consultant  or  800-228-3000. 
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admiration  society.  Al  Biiik,  president  of 
tiie  AFL-CIO's  Public  Employee  Dept., 
says  some  state  efforts  to  privatize  ser- 
vices are  thinly  disguised  attempts  to  lay 
off  state  workers.  "The  net  effect  is  that 
Osborne's  ideas  create  nothing  but  cha- 
os, and  costly  chaos,"  he  charges. 

In  both  Florida  and  Massachusetts, 
public-employee  unions,  teachers,  and 
tradition-minded  lawmakers  are  starting 
to  feel  threatened.  Says  Charles  W. 
Brannon,  assistant  to  the  president  of 
AFSCME  in  Florida:  "My  view  is  there  will 
be  very  little  change,  and  the  changes 
I've  seen  haven't  done  anything  to  im- 
prove the  system."  And  Florida  Senate 
President  Gwen  Margolis,  a  Democrat, 
is  leery  of  ideas  that  smack  of  Reagan- 
ism,  in  which  local  control  is  often  a 
euphemism  for  "wiping  your  hands  of 
responsibility." 

Other  critics  say  it's  difficult  to  verify 
the  savings  that  governors  claim.  In- 
deed, in  Florida,  an  audit  failed  to  prove 
that  the  workers'  compensation  unit  tru- 
ly increased  its  productivity  under  its 
new  bonus  plan,  because  there  was  no 
historical  data  or  reliable  information  on 
error  rates.  "Governments  don't  have 
ways  to  measure  performance,"  says 
Harry  P.  Hatry,  an  Urban  Institute  re- 
searcher. "Until  they  do,  merit  pay  is 
probably  not  a  good  idea."  He  adds  that 
pay  for  performance  can  produce  per- 
verse results,  such  as  mistakes  by  em- 
ployees doing  their  jobs  hastily  just  to 
get  their  bonuses. 

PARTISAN  ARMLOCK.  For  all  the  progress 
these  management  ideas  are  making  in 
the  states,  the  biggest  bureaucracy  of 
all — Washington — remains  staunchly  re- 
sistant, showing  little  interest  in  innova- 
tion. Says  Senator  Joseph  I.  Lieberman 
(D-Conn.),  an  Osborne  devotee  who  pro- 
motes, to  little  avail,  restructuring  ideas 
in  Congress:  "Too  many  Republicans 
and  Democrats  wear  partisan  straitjack- 
ets  that  bind  us  to  failing  old  ideas  and 
keep  us  from  seeing  novel  ways  to  make 
progress."  More  often  than  not,  Wash- 
ington is  preoccupied  with  getting  re- 
elected and  not  with  tackling  the  $350 
billion  budget  deficit  or  other  pressing 
problems. 

That  focus  drove  a  frustrated  Chiles 
to  end  his  18-year  career  in  the  Senate  in 
1988.  But  after  hearing  Osborne  speak 
and  discovering  that  "there  was  life  and 
vitality  in  local  agencies,"  Chiles  two 
years  later  decided  to  try  public  service 
once  again.  To  him  and  many  other  gov- 
ernors, the  idea  of  making  state  govern- 
ment work  more  like  business  is  neither 
a  liberal  nor  conservative  cause — it's 
just  plain  common  sense.  But  it  could 
well  be  vital  to  the  future  of  America. 

By  Paula  Dwyer,  with  Susan  B. 
Garland,  in  Washington,  Gail  DeGeorge  in 
Miami,  Gary  McWilliams  in  Boston,  and 
Stephanie  Anderson  Forest  in  Dallas. 


AUTO  SPA  CAR  WASH  IN  FAIRVIEW  HEIGHTS,  ILL.:  CHEAP  LABOR,  WITH  FEW  STRINGS  ATTACHED 


90  DAYS  TO  LEARN  TO  SCRUB? 
SURE,  IF  UNCLE  SAM'S  PAYING 


The  $4  billion  job-training  boondoggle  is  a  bonanza  for  employers 


The  federal  Job  Training  Partner- 
ship Act  has  been  a  godsend  for 
Robert  L.  Gregory.  When  he  needs 
help  for  his  Auto  Spa  car  wash  in  Fair- 
view  Heights,  III,  he  calls  the  local  JTPA 
office.  It  sends  over  motivated  workers 
and  pays  half  of  their  $4.50  hourly  wage 
for  the  three  to  six  months  Gregory 
trains  them  to  wash  cars.  "I  would  be 
kidding  you  if  I  told  you  I  didn't  like  the 
subsidy,"  says  Gregory. 

Since  1982,  thousands  of  employers 
have  tapped  into  the  $4  billion-a-year 
JTPA  bonanza.  And  now,  citing  examples 
such  as  Auto  Spa,  the  General  Account- 
ing Office  (GAO)  and  the  Labor  Dept.'s 
Inspector  General  (IG)  are  calling  the  pro- 
gram a  boondoggle.  In  recent  reports, 
both  charge  that  employers  use  the 
wage  subsidies — quite  legally — to  hire 
workers  they  would  have  employed  any- 
way. States  have  used  federal  training 
funds,  sometimes  improperly,  to  lure 
new  plants.  And,  the  studies  say,  lax 
oversight  has  led  to  cheating:  Some  pri- 
vate training  agencies,  for  instance, 
have  gotten  federal  funds  for  placing 
trainees  in  jobs — even  though  they 
haven't.  "Many  businesses  are  taking 
advantage  of  the  federal  government," 
says  Franklin  Frazier,  the  GAO's  director 
of  education  and  employment  issues. 


Labor  Dept.  officials  who  oversee  the 
JTPA  argue  that  they  have  curbed  many 
abuses.  But  the  IG  calls  the  problems 
"systemic  in  nature"  and  says  that  the 
department's  own  program  directors 
agree.  Citing  "numerous  accounts  of 
waste,  fraud,  and  abuse,"  an  Oct.  7  re- 
port by  the  House  Education  &  Labor 
Committee  says  that  while  the  JTPA  has 
helped  train  workers,  it  has  "fundamen- 
tal flaws."  Now,  bills  have  been  intro- 
duced in  Congress  to  fix  those. 

Congress  created  the  JTPA  to  replace 
the  Comprehensive  Employment  & 
Training  Act  (CETA),  which  didn't  train 
workers  so  much  as  create  subsidized 
short-term  government  jobs.  Unprepared 
for  useful  employment,  disadvantaged 
people  later  went  back  on  the  street.  The 
.JTPA,  the  brainchild  of  then-Senator  Dan 
Quayle  (R-Ind.)  and  Senator  Edward  M. 
Kennedy  (D-Mass.),  was  designed  to  put 
trainees  into  permanent  jobs — for  $8  bil- 
lion a  year  less  than  CETA's  tab. 
REFRESHER.  The  JTPA  is  administered  by 
state  agencies  and  by  600-plus  Private 
Industry  Councils,  made  up  of  business 
and  community  leaders.  They  pay  com- 
panies, such  as  Auto  Spa,  to  train  work- 
ers on  the  job.  They  also  hire  private 
training  institutes,  which  are  paid  ac- 
cording to  how  long  participants  are 


trained  and  how  many  of  Iheni  find  jobs 
afterward.  Some  907<  do  find  jobs,  says 
Assistant  Labor  Secretary  Roberts  T. 
Jones,  who  runs  .ITPA.  But,  asserts  In- 
spector General  Julian  W.  De  La  Rosa, 
JTPA  primarily  helps  "people  who  only 
marginally  need  training  for  placement 
with  employers  who  would  have  hired 
them  without  the  program." 

For  instance,  the  GAO  cited  one  em- 
ployer who  received  JTPA  funds  for  a 
year — for  training  an  already-experi- 
enced oil-burner  technician.  Another  got 
four  months  of  subsidies  to  train  a  driv- 
er who  had  five  years'  experience  (table). 
Says  Wayne  J.  Sylvia,  a  senior  GAO  eval- 
uator:  "The  states  we  looked  at  were  not 
monitoring  this  at  all."  The  IG  found  that 
several  contractors  collected  $600,000  to- 
tal for  training  200  workers  who  had 
been  hired  before  training  began. 

Investigators  also  challenge  the  time 
taken  to  train  workers.  Labor  Dept. 
guidelines  suggest  30  days  for  bottom- 
level  jobs.  The  cao  cited  Gregory's  Auto 
Spa  as  taking  far  longer.  Another  com- 
pany got  an  80-day  subsidy  to  train  a 
rug  cleaner.  A  third  collected  for  73  days 
to  train  a  laundry  attendant.  Some  em- 
ployers say  it  really  takes  that  long.  But 
GAO  investigators  say  subsidies  have  be- 
come a  windfall  manipulated  by  both 
employers  and  state  officials.  "The  local 
JTPA  people  . . .  allow  businesses  to  get 
away  with  it,"  says  the  gao's  Frazier. 

Federal  watchdogs  also  blast  the  com- 
panies that  arrange  on-the-job  or  class- 
room training.  The  IG  cites  one  called 
Orleans  Regional  Security  Institute.  The 
New  Orleans  company  recently  collected 
$500,000  in  .JTPA  funds  to  train  and  place 
195  security  guards.  But  only  71  landed 
permanent,  full-time  jobs  as  required  by 
Orleans'  contract.  Most  ended  up  in  tem- 
porary positions,  and  29  of  those  jobs 


didn't  last  the  10  days  stipulated  in  the 
contract,  the  IG  says.  Some  trainees 
were  placed  unsuitably  as  ushers  or  jani- 
tors. Others  got  no  work  at  all. 
MOPPING  UP.  States  have  also  engaged 
in  monkey  business  in  the  often  frantic 
effort  to  lure  companies  and  jobs.  In 
1986,  for  instance,  Indiana  promised  to 
use  JTPA  money  for  screening  and  train- 
ing workers  for  Fuji  Heavy  Industries 
Ltd.  and  Isuzu  Motors  Ltd.  if  they  would 
build  a  plant  in  Lafayette.  Last  year,  the 
IG  found  that  the  state  had  spent 
$523,648  improperly.  Local  JTPA  officials 
had  helped  the  joint  venture  select  the 
500  best-qualified  candidates,  then  set  up 
a  training  program  for  them,  whether 
they  were  eligible  for  JTPA  funds  or  not. 
And  some  of  the  money  was  used  to  pay 
Japanese  translators. 

The  legislation  in  Congress  would 
curb  some  abuses.  Last  fall,  the  House 
passed  a  bill  that  would  tighten  federal 
standards  for  the  jtpa  and  reduce  state 
control.  It  also  would  earmark  funds  for 
people,  such  as  dropouts  or  welfare  re- 
cipients, who  face  the  biggest  employ- 
ment barriers.  And  the  bill  would  limit 
the  length  of  time  wage  subsidies  may 
be  paid  for  on-the-job  training.  The  Sen- 
ate has  yet  to  take  up  these  proposals, 
which  the  Administration  supports. 

The  debate  over  job  training  isn't  like- 
ly to  end,  even  if  the  legislation  passes. 
The  JTPA  program  has  money  to  serve 
only  5%  of  the  33  million  Americans  who 
are  eligible,  based  on  their  incomes.  And 
most  of  the  several  million  hard-core  un- 
employed— those  who  read  at  or  below  a 
second-grade  level — barely  benefit  at  all. 
Still,  between  Congress  and  the  federal 
watchdogs,  more  of  the  funds  may  soon 
go  to  people  who  need  help  rather  than 
to  businesses  that  don't. 

By  Susan  B.  Garland  in  Washington 


HOW  JOB-TRAINING  FUNDS  ARE  BEING  MISUSED 

General  Accounting  Office  and  Labor  Dept.  inspectors  found  that  the  $4  billion-a-year 
federal  job-training  program  is  rife  with  abuses: 


ON-THE-JOB  TRAINING 


The  program  provides  employers  with  a  50%  wage  subsidy  for  trainees 

►  An  oil-burner  technician  was  trained  for  a  year  even  though  he  had  five  years' 
experience  at  the  same  job 

►  Employees  were  trained  for  129  days  to  learn  how  to  wash  cars 

►  A  janitor  was  trained  for  three  months  for  a  job  he  had  held  for  19  years 


STATE  INITIATIVES 


Each  state  disburses  trauiing  money  according  to  broad  federal  guidelines 
►  Indiana  spent  $523,000  to  train  500  workers  at  the  Subaru-Isuzu  automotive  plant, 
even  though  more  than  80%  were  not  eligible  for  the  program 


CONTRACTORS 


Outside  contractors  get  paid  for  training  ivorkers  and  placing  them  in  jobs 
►  Computech  Inc.  in  Houston  got  $643,606  to  train  and  place  171  clerks  in  full-time  jobs, 
but  half  were  placed  in  temporary  jobs  or  had  prior  experience 

DATA:  GENERAL  ACCOUNTING  OFFICE,  LABOR  DEPT 
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INVESTMENTS 


THE  YIELD 
TRAP 

RATE  HUNTERS  MUST  THREAD  A  LABYRINTH  OF  RISKS 


Brother,  can  you  spare  some  yield? 
These  are  tough  times  for  sav- 
ers. As  interest  rates  have  plum- 
meted, people  are  cashing  out  of  money- 
market  funds  and  certificates  of  deposit 
to  seek  higher  returns  elsewhere.  Bro- 
kers and  mutual-fund  companies  are 
dangling  what  look  like  scrumptious  re- 
turns on  such  instruments  as  collateral- 
ized mortgage  obligations  (CMOs),  munic- 
ipal bonds,  foreign  bonds,  bond  funds, 
and  even  common  stocks. 

But  in  the  search  for  higher  yields, 
savers  are  taking  higher — and  some- 
times not  so  apparent — risks.  What  con- 
cerns financial  advisers  and  regulators 
is  that  many  of  those  venturing  out  have 
little  understanding  of  how  higher-yield- 
ing investments  work  or  how  their  prin- 
cipal may  be  at  risk.  Changes  in  interest 
rates,  credit  quality,  and  even  foreign 
currencies  can  chew  up  the  value  of 
their  investments.  "We're  getting  an  un- 
precedented number  of  calls  from  novice 
investors  who  are  bank  CD  customers," 
says  Neal  Litvack,  a  senior  vice-presi- 
dent at  Fidelity  Investments. 

The  reach  for  return  also  raises  the 
potential  for  scam  artists  to  prey  on 
gullible  investors.  While  reports  of  yield- 
related  scams  are  yet  scarce,  regulators 
suspect  some  may  be 
under  way  and  yet  un- 
covered. "From  the 
time  someone  invests  to 
the  time  he  realizes  he's 
been  duped  can  take  six 
months,"  says  Don  Sax- 
on, director  of  Florida's 
Securities  Div.  Saxon 
thinks  scam  artists  will 
have  an  easy  time  fool- 
ing investors,  because 
they  won't  have  to 
promise  407'  returns  to 
get  their  money.  In- 
stead, he  warns,  they 
only  have  to  promise  a 
plausible-sounding  107 
return. 

If  anything,  the  hunt 


for  higher  yields  will  intensify.  Short- 
term  interest  rates  are  expected  to  re- 
main lower  than  4%  for  months,  and 
they  could  slide  to  3.5%.  That  virtually 
assures  that  millions  of  CD  owners  will 
face  sticker  shock  once  again.  Banking 
analysts  estimate  that  in  April  alone, 
about  $100  billion  of  CDs  will  come  due. 
In  the  last  week  of  December,  a  record 
$21.3  billion  spilled  out  of  money-market 
funds.  Part  of  that  outflow  was  season- 
al, but  much  was  money  in  search  of 
higher  returns. 

As  they  venture  out  of  the  security  of 
a  bank  or  money-market  fund,  savers 
could  face  four  dangers: 

■  Interest-rate  risk.  When  interest  rates 
rise,  the  value  of  bonds  and  other  inter- 
est-bearing investments  falls.  (When 
rates  fall,  the  values  rise.)  How  much  a 
bond  declines  depends  on  its  interest 
rate  and  the  number  of  years  until  matu- 
rity. Suppose  one  pays  $1,000  for  a  77 
Treasury  bond  that  matures  in  30  years. 
True,  the  interest  payments  are  guaran- 
teed by  the  government.  But  if  rates 
suddenly  shoot  up  by  even  one  percent- 
age point,  the  bond  price  tumbles  to  $886 
(table). 

■  Credit  risk.  Sure,  the  bonds  of  some 
companies  are  paying  double-digit  inter- 


est rates,  and  some  states  are  doling  out ) 
87  tax-free.  But  to  get  those  yields,  in-i 
vestors  have  to  accept  some  chance  of  ^ 
default.  Remember  the  bonds  of  Pan* 
American  World  Airways  Inc.  and  Fed-' 
erated  Department  Stores?  They  once  i 
paid  a  lip-smacking  157'.  They're  paying! 
zero  now.  That's  credit  risk. 
■  Prepayment  risk.  When  interest  rates 
fall,  you're  not  the  only  one  who  thinks  :■ 
about  refinancing  debt.  All  borrowers 
like  to  issue  new,  lower-cost  debt  to  pay 
off  the  older,  higher-priced  debt.  Compa- 
nies may  even  "call"  their  bonds,  in  ef- 
fect requiring  bondholders  to  redeem 
them.  Homeowners  do  the  same  when 
they  replace  high-interest-rate  mort- 
gages with  lower  ones.  So  those  bond- 
holders and  mortgage  holders  who 
thought  that  they  would  be  earning 
some  juicy  returns  for  years  suddenly 
get  their  money  back  and  have  to  settle 
for  a  lower  yield  when 
they  reinvest. 
■  Currency  risk.  Consid- 
er the   investor  who 
jumps  for  the  157'  re- 
turns now  available  in 
Mexican  Treasury  bills. 
He  must  convert  his 
dollars  into  pesos  to 
buy  the  bills.  Then,  sup- 
pose the  Mexican  gov- 
ernment devalues  the 
peso  by  207  during  the 
next  year.  He  will  get 
207'  fewer  dollars  when 
he  converts  back  to 
greenbacks,   turning  a 
tasty  yield  into  a  sicken- 
ing 57  loss. 
Not  all  risks  apply  to 


HOW  A  SMALL  RISE  IN  INTEREST  RATES 
SAPS  BOND  PRICES 


IF  RATES  RISE  1%, 
BOND  PRICE  FALLS  TO. 


10  30 

DATA:  T  ROWE  PRICE  ASSOCIATES  IKC,  BW 


L'very  investment,  nor  do  they  affect  in- 
vestments in  the  same  way.  U.  S.  gov- 
ernment bonds  have  no  credit  risk,  but 
they  are  the  most  sensitive  to  interest- 
rate  risk.  With  junk  bonds,  credit  looms 
more  important  than  the  level  of  interest 
rates.  When  looking  at  the  wide  array  of 
alternatives  to  CDs  and  money-market 
funds,  investors  have  to  go  beyond  the 
benefits  of  a  higher  yield  and  take  a 
good  hard  look  at  the  risks.  Here  is  how 
to  avoid  potential  mine  fields: 


U.S.  TREASURIES 


Anyone  who  just  left  the  security  of  a 
bank  CD  should  take  a  look  at  Treasury 
notes  (securities  that  mature  in  2  to  10 
years)  and  bonds  (10  to  30  years).  The 
principal  and  income  are  guaranteed  by 
the  federal  government,  and  the  bonds 
will  always  pay  off  in  full  at  maturity. 
An  investor  wanting  to  sell  them  before 
maturity  will  have  no  trouble;  U.  S. 
Treasuries  are  the  most  liquid  securities 
in  the  world.  But  he  will  have  to  take 
less  than  his  original  investment  if  inter- 
est rates  have  risen. 

Still,  the  risks  are  minimal  for  inves- 
tors who  stick  to  the  shorter  maturities. 
A  five-year  U.  S.  Treasury  note  yields 
nearly  6%,  which  is  a  significant  pickup 
in  yields  over  a  CD  or  money-market 
fund.  With  inflation  expected  to  remain 
tepid  for  the  next  few  years,  the  chance 
of  loss  because  of  a  spike  in  interest 
rates  is  small.  To  hedge  their  bets,  inves- 
tors can  purchase  bonds  that  mature  in 
several  different  years.  That  assures 
there's  always  some  new  money  ready 
for  reinvestment  at  higher  rates  if  they 
do  shoot  up.  Many  advisers  suggest  that 


investors  buy  nothing  beyond  a  10-year 
bond.  The  extra  yield  from  a  30-year 
bond  is  only  0.7  percentage  points,  not 
much  of  a  gain  considering  the  potential 
for  loss  if  rates  rebound  sharply.  Re- 
member, the  longer  the  maturity  of  the 
bond,  the  greater  the  decline  in  its  price 
when  interest  rates  soar. 
An  often-overlooked  alternative  to 


SOME  HIGH-DIVIDEND  YIELDS 
THAT  MAY  BE  IN  JEOPARDY 


Company 

Yield 

ARKLA 

9.1% 

CHEMED 

6.9 

FEDERAL  MOGUL 

5.8 

FORD 

5.0 

GENERAL  MOTORS 

4.7 

HARTMARX 

7.3 

IMPERIAL  OIL 

5.1 

PANHANDLE  EASTERN 

5.4 

TENNECO  HOLDING 

4.7 

THOMAS  INDUSTRIES 

6.4 

U.S.  SHOE 

4.0 

WESTINGHOUSE 

7.0 

DATAi  INVESTMENT  QUALITY  TRENDS 


Treasuries  are  U.  S.  Savings  Bonds. 
They  pay  a  variable  rate  of  interest,  now 
6.38%,  which  is  reset  twice  a  year.  If 
rates  rise,  so  will  their  yields.  The  gov- 
ernment also  guarantees  it  will  pay  at 
least  6%,  even  if  overall  rates  drop  be- 
low that  level.  Another  neat  feature: 
Bondholders  don't  pay  tax  on  the  inter- 


est until  they  redeem  the  bonds.  The 
only  drawback  is  that  investors  must 
hold  the  bonds  at  least  five  years  to  earn 
the  guaranteed  rate.  Those  who  cash  out 
beforehand  earn  a  lower  yield. 


MUNICIPAL  BONDS 


Don't  be  put  off  by  what  seems  to  be 
the  low  yield  of  most  municipal  bonds. 
Financial  advisers  put  them  high  on 
their  buy  lists.  Now,  a  five-year,  5% 
muni  bond  yields  the  equivalent  of  a 
7.25%  taxable  return  to  an  investor  in 
the  317'  tax  bracket.  Better  yet,  inves- 
tors who  buy  bonds  issued  in  their  home 
states  pay  no  state  or  local  income  tax. 

Munis  carry  a  risk  that  Treasuries 
don't,  however:  credit  risk.  And  with  a 
lingering  recession,  falling  tax  revenues, 
and  decreased  federal  aid,  many  states 
and  municipalities  are  in  a  fiscal  bind. 
On  Jan.  6,  for  instance,  Moody's  Inves- 
tors Service  downgraded  some  New 
York  State  bonds  to  Baa,  the  same  as 
Louisiana's  and  only  one  notch  above 
those  of  Massachusetts.  Even  though 
the  bonds  will  most  likely  continue  to 
pay,  the  price  an  investor  would  fetch 
for  them  won't  be  as  high  as  it  would 
have  been  before  the  downgrading. 

The  good  news  for  astute  bond  buyers 
is  that  the  difference  between  the  high- 
est rating,  AAA,  and  the  respectable  but 
less  creditworthy  single  A  is  just  0.5  to 
0.6  percentage  points.  Investors  can 
stick  with  the  highest-quality  bonds 
without  giving  up  much  yield. 

In  these  tough  times,  muni  experts 
counsel  investors  to  buy  general  obliga- 
tion bonds,  backed  by  the  taxing  power 
of  the  state  or  municipality,  rather  than 
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Now 
you  can 

afford  a 

COMPAQ 
instead 
of  a  clone. 

This  is  not  a  dream.  This  is  no  hallucination.  You  can  get  a  very  versatile 
desktop  computer  from  one  of  the  world's  most  respected  names  in 
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solution  for  either  network  use  or  stand-alone  applications.  So  if 
you  were  about  to  settle  for  anything  less  than  legendary  COMPAQ 
performance  and  reliability,  we  offer  this  word  of  advice:  Don't. 
Call  1-800-231-0900,  Operator  186,  for  the  location  of  your  nearest 
Authorized  Reseller.  (In  Canada,  call  1-800-263-5868,  Operator  186.) 
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higher-yielding  revenue  bonds,  those 
that  are  paid  by  tolls,  rents,  or  other 
earmarked  revenues.  Such  receipts  tend 
to  fall  in  recessions. 

Muni  investors  can  give  themselves  an 
e.xtra  layer  f)f  credit  protection  by  choos- 
ing bonds  insured  by  one  of  the  various 
mimi  insurers.  However,  such  issues 
carry  a  lower  interest  rate  and  are  hard- 
ly fail-safe.  What  stands  behind  the  bond 
is  the  insurer's  creditworthiness. 


FOREIGN  BONDS 


British  government  bonds,  or  "gilts," 
yield  about  9.67' .  Canada's  pay  about  87 . 
With  a  government  guarantee,  they 
might  look  appealing.  But  a  high  yield  in 
another  country  can  bring  a  low  or  zero 


return  if  the  currency  declines  in  value 
against  the  U.  S.  dollar. 

Of  course,  for  the  past  several  years, 
higher  interest  rates  and  a  declining  dol- 
lar paid  off  for  most  global  yield-seek- 
ers. But  today,  the  pickup  in  yield  is  not 
so  great  as  to  offset  much  currency  risk. 
The  pound  need  only  fall  about  37 
against  the  dollar  before  the  yield  ad- 
vantage is  wiped  out. 

The  best  way  to  go  abroad  is  via  mu- 
tual funds.  They  offer  diversification, 
and  in  some  cases,  hedging  against  ad- 
verse moves  in  the  foreign  exchange 
market.  Just  three  months  old,  the  Fidel- 
ity Short-Term  World  Income  Fund  has 
sucked  in  $200  million,  aided  by  a  juicy 
97  yield.  Sure,  the  fund  dropped  17  of 
its  market  value  on  a  day  when  Finland 


unexpectedly  devalued  its  currency, 
knocking  the  value  of  Finnish  bonds  in 
the  portfolio  by  177-.  But  that's  a  lot 
better  than  what  would  have  happened 
to  someone  who  owned  the  bonds  alone. 


CMOS 


Collateralized  mortgage  obligations:  J 
what  a  mouthful.  But  individual  inves-. 
tors  have  swallowed  some  $25  billion  of 
them.  Where  else  can  you  get  97-  and  ai 
U.  S.  government  guarantee  of  the  inter-' 
est  and  principal  payment? 

But  odds  are  that  precious  few  inves- 
tors realize  they  have  a  tiger  by  the  tail. 
CMOS  in  the  "companion  class"  offer  the 
highest  yields  and  are  the  ones  that  are 
most  often  sold  to  individual  investors. 


THE  YIELD  SPECTRUM:  THE  GAIHS  AHD  THE  PAIHS 


INVESTMENT/CURRENT  YIELD 


BENEFITS 


RISKS 


4.7%  for  2-year  notes,  5.9%  for  5-year, 
6.7%  for  10-year,  and  7.2  to  7.4%  in 
maturities  from  1 5  to  30  yeors 


U.S.  government  guarantee,  liquidity, 
most  noncallobie.  Interest  income  free 
from  state  and  local  taxes 


Will  decline  in  price  if  interest  rates  rise,  with 
longer  maturities  suffering  worst.  This  danger  is 
called  interest-rate  risk 


■F 


Income  is  exempt  from  federal  taxes.  Bonds        Deterioration  of  credit  quality,  as  many  state 
5%  to  7%,  varies  with  credit  rating  and  maturity      issued  in  taxpayer's  state  usually  exempt  from     and  local  governments  suffer  from  fiscal 

state  and  local  taxes,  too  woes.  There  is  also  interest-rate  risk 


9.6%  for  Britain,  9.5%  for  Australia, 
8%  for  Canada,  7.9%  for  Germany 


Higher  than  U.S.  rates  with  foreign 
governments'  guarantee,  hedge 
against  a  decline  in  the  dollar 


Besides  interest-rate  risk,  investors  can  suffer  a 
loss  if  the  currency  declines  against  U.S.  dollar 


nj>j|,M|iJi!Mi|f 


7%  to  9%,  depending  on  maturity 


Interest  and  principal  guaranteed  by 
U.S.  government 


If  rates  take  a  quick  fall,  prepayments  rise, 
principal  is  paid  back  sooner  Rising  rates  can 
delay  principal  payments  for  years 


%  and  up 


High  yield,  with  chances  for  capital  gains  as        Creditworthiness  may  be  poor,  greater 
economy  and  issuer's  financial  conditions  chance  of  default.  Bonds  may  be  illiquid  and 

improve  difficult  to  sell 


5%  and  up 


Dividends  usually  increase  over  time  and  so.  Stock  can  go  dov/n  in  price;  dividends  can 
too,  might  the  price  of  the  stocks  also  be  cut 


7%  to  1 0% 

Yields  higher  than  common  stocks,  more             Preferred  dividends  paid  only  after  interest 
liquidity  than  corporate  bonds                          payments  are  met.  Like  all  fixed-income 

securities,  price  will  fall  if  interest  rates  rise 

7.9%  for  equity  REITs;  1 3.5%  for  mortgage  REITs 

High  yield,  chance  for  appreciation                   Real  estate  industry  still  in  slump,  many 

properties  hurting 

Depends  on  the  securities  the  fund  holds,  less 
operating  expenses 


TAX-IXEMPT  M0liEY4IIARKCT  FUNDS 


4%  to  5% 


management,  convenience,  liquidity 


securities 


Income  is  exempt  from  federal  taxes. 
Income  from  single-state  funds  exempt 
from  that  state's  taxes,  too 


Credit  quality  is  a  concern,  but  the  funds' 
investments  are  very  short  in  duration.  Yields 
will  fall,  too,  if  rates  keep  moving  down 
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6.38%  variable  rote,  guaranteed 
minimum  of  6% 


Interest  income  free  from  state  and  local 
taxes,  federal  tax  deferred  until  maturity 


Lower  rate  paid  if  cashed  in  before  five  years 


Depending  on  changes 
in  interest  rates,  the 
principal  can  be  repaid 
in  a  few  years  or  not 
for  20  years.  And  that 
turns  a  short-term  in- 
vestment into  a  long- 
term  gamble. 

Look  at  one  such 
CMC),  issued  on  Dec.  1 
(table).  It  sports  a  yield 
of  8.17'  and  was  expect- 
ed to  have  an  "average 
life"  of  8.7  years — the 
time  at  which  investors 
should  have  received 
half  of  their  principal 
back.  Based  on  the  un- 
derlying mortgages,  the 
first  principal  payment 
is  expected  in  1998,  and 
by  2004,  investors  should  have  all  their 
money  back. 

But  suppose  interest  rates  fall  by  two 
percentage  points  from  the  December 
level.  Now  the  mvestor's  caught  in  the 
prepayment  trap.  The  average  life  of  the 
CMO  shrinks  to  two  years,  and  the  entire 
principal  is  paid  off  in  less  than  four.  So 
the  investor  who  hoped  to  earn  8%  for 
8.7  years  only  gets  it  for  two  years. 

Higher  interest  rates  also  clobber  the 
investor.  Higher  rates  slow  prepay- 
ments: Nobody  refinances,  and  fewer 
people  pay  off  by  selling  their  homes.  A 
2%  rise  in  rates  more 
than  doubles  the  aver- 
age life  of  the  CMO.  In 
other  words,  the  inves- 
tor who  thought  he 
might  be  getting  his 
principal  back  in  7  to  13 
years  now  has  to  wait 
nearly  20  to  get  the 
first  of  his  principal. 
The  investor  is  stuck 
with  a  lower  rate  for  a 
lot  longer  than  planned. 

CMO  investors  should 
ask  brokers  about  the 
underlying  assumptions 
in  pricing  a  CMO.  What 
if  rates  rise  or  fall?  What  impact  does 
that  have  on  yield  and  maturity?  Not  all 
CMOS  are  created  equal.  Some  pay  only 
interest,  some  only  principal,  and  some 
pay  nothing  until  maturity.  The  resale 
market  for  CMOs  is  thin,  especially  for 
:he  small  lots  that  individuals  purchase. 


JELECTING  STOCKS 
JUST  FOR  THEIR 
CURRENT  YIELD  IS 
FRAUGHT  WITH  DANGER 


such  current  money-los- 
ers as  Ford,  General 
Motors,  and  Westing- 
house,  which  may  have 
to  slice  their  dividends 
(table,  page  73). 

All  dividend-oriented 
investors,  in  common 
with  bond  investors, 
face  interest-rate  risk. 
Common  stocks  do  have 
an  advantage  over 
fixed-rate  investments 
on  that  front.  A  suc- 
cessful company  should 
be  able  to  raise  its  divi- 
dend over  time.  That,  in 
turn,  bolsters  the  price 
of  the  stock — and  the 
shareholders'  income. 
The  interest  payments 
from  most  bonds  don't  increase. 

Conservative  investors  should  look  for 
companies  with  a  history  of  dividend  in- 
creases. Two  good  choices  are  Curtice- 
Burns  Foods  Inc.,  with  a  5%  yield,  and 
Dominion  Resources  Inc.,  a  steady  utili- 
ty with  an  8%  payout. 

Investors  might  also  consider  pre- 
ferred stock.  Unlike  common  stock,  the 
dividends  on  preferreds  don't  increase, 
and  many  issues,  like  bonds,  are  call- 
able. To  compensate  for  that,  preferred- 
stock  yields  are  higher  than  those  for 
common  stocks.  And  if  the  company 


Creswell  likes  health  care  REITs, 
which  own  nursing  homes  and  drug  re- 
hab centers,  even  after  their  big  runup 
in  price  last  year.  These  include  Health- 
care Property  Investors,  currently  yield- 
ing 7.0%;  Nationwide  Health  Properties, 
8.4%;  and  American  Health  Properties, 
7.8%.  Allen  Parker,  manager  of  the  U.  S. 
Real  Estate  Fund,  likes  Federal  Realty 
Investment  Trust.  It  yields  7.8%  and,  he 
says,  "is  as  solid  as  a  rock." 


MUTUAL  FUNDS 


INTEREST-RATE  SWINGS  CAN  WREAK  HAVOC  ON  CMOs 


At  issuance 

If  rates  rise... 

...or  fall 

Dec.  1, 1991 

1% 

2% 

1% 

2% 

AVERAGE  LIFE  My  ears)  8.7 

19.8 

20.6 

4.1 

1.9 

YIELD  TO  AVERAGE  LIFE  (%)     8. 1 

8.1 

8.1 

8.0 

7.8 

FIRST  PRINCIPAL  PAYMENT     1 998 

2011 

2011 

1995 

1993 

LAST  PRINCIPAL  PAYMENT  2004 

2012 

2013 

1996 

1994 

*Estimated  number  of  years  until  investor  has  received  50%  of  principol  back.  For  example,  on  a  $10,000  in- 
vestment, principal  payments  would  start  in  1998,  after  about  six  years,  and  an  investor  woM  have  received 
$5,000  after  8.75  years.  The  other  $5,000  would  be  received  by  2004 

DATA:  ADVEST  INC. 


STOCKS 


Most  investors  look  to  the  stock  mar- 
cet  for  capital  gains,  not  income.  But 
(vith  returns  so  low  on  fi.xed-income  in- 
vestments, higher-yield  common  stocks, 
preferred  stocks,  and  real  estate  invest- 
nent  trusts  can  offer  higher  returns, 
■'icking  stocks  just  for  current  yield  is 
iangerous.  Investors  must  steer  around 


runs  short  of  cash,  preferred  holders  are 
in  line  ahead  of  the  common  stockhold- 
ers, but  behind  the  bondholders.  One  at- 
tractive preferred  is  Transco  Energy 
Co.,  which  trades  at  47  and  yields  10.2%, 
says  Eric  Ryback,  portfolio  manager  of 
the  Lindner  Dividend  Fund. 

Don't  forget  real  estate  investment 
trusts  (REITS).  With  real  estate  de- 
pressed, analysts  recommend  equity 
REITs — those  that  own  properties  rather 
than  the  mortgages  on  those  properties. 
They  yield  about  7.9%.  Mortgage  REITs 
yield  13.5%,  but  are  riskier  because  of 
delinquencies  and  foreclosures.  Equity 
REITS  have  "a  far  more  predictable  in- 
come stream,"  says  analyst  Catherine 
Creswell  of  Alex.  Brown  &  Sons  Inc. 


Just  about  any  of  the  above  invest- 
ments— and  many  combinations  of 
them — can  be  purchased  through  a  mu- 
tual fund.  That  way  the  investor  has 
working  on  his  behalf  a  pro  who  will 
worry  about  interest-rate  volatility  and 
mortgage  prepayments. 

For  safety-oriented  investors,  the 
short-term  bond  funds  are  hard  to  beat. 
Fidelity's  Spartan  Limited  Maturity  Gov- 
ernment Bond  Fund  currently  yields 
about  7.5%.  The  Scudder  Short-Term 
Bond  Fund  employs  high-quality  mort- 
gage- and  asset-backed  securities,  for- 
eign bonds,  and  fixed-income  derivatives 
to  deliver  what  is  now  an  8%  yield.  Still, 
portfolio  manager  Tom  Poor  says  inter- 
est-rate risk  is  contained.  The  way  the 
fund  is  set  up,  a  rise  of  one  percentage 
point  in  interest  rates  would  only  nick 
about  2.27'  off  the  net  asset  value. 

Another  twist  on  the 
short-term  bond  funds 
are  the  "ARM"  funds, 
which  invest  in  adjust- 
able-rate mortgages. 
Now  yielding  in  the  7% 
to  7.5%  range,  the  prin- 
cipal is  not  at  much  risk 
since  the  interest  pay- 
ment floats  with  the 
level  of  interest  rates. 
In  addition,  some  of  the 
fund  companies  are 
waiving  or  absorbing 
expenses  to  keep  the 
yield  high — and  new 
money  coming.  That's 
worth  another  half  to  three-fourths  of  a 
percentage  point  in  yield.  T.  Rowe  Price 
Associates  Inc.,  for  instance,  promises 
not  to  charge  expenses  to  its  arm  fund 
until  June  30. 

Finally,  disaffected  money-fund  inves- 
tors might  just  take  another  look  at 
their  fund's  tax-exempt  money-fund 
counterpart.  The  4.4%  average  yield  on  a 
tax-free  looks  thin,  but  to  an  investor  in 
the  31%  tax  bracket,  that's  the  equiva- 
lent of  6.4%  in  a  taxable  fund.  Doesn't 
that  put  these  lowly  funds  in  a  whole 
new  light? 

By  Jeffrey  M.  Laderman,  with  John  Mee- 
han,  Gary  Weiss,  Suzanne  Woolley,  and 
Joan  Warner  in  New  York,  Geoffrey  Smith 
in  Boston,  and  Dean  Foust  in  Washington 
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REAL  ESTATE  I 


THE  lAWSUIT  THAT 
COULD  CUT  HOME  PRICES 


An  Atlanta  court  ruling  may  be  a  step  toward  lower  brokers'  fees 


The  residential  real  estate  market 
has  been  in  a  serious  slump.  Sell- 
ers often  have  to  accept  bids  far 
below  their  asking  prices.  Yet  remark- 
ably, the  commissions  charged  by  real 
estate  brokers  have  barely  budged.  Most 
brokers  refuse  to  negotiate  the  standard 
commission,  which  is  07'^  to  87'  of  the 
purchase  price,  depending  on  the  region. 

But  those  rates  may  not  last  much 
longer.  Last  summer,  the  U.  S. 
Court  of  Appeals  in  Atlanta  hand- 
ed down  a  little-publicized  decision 
that  could  sharply  increase  compe- 
tition and  drive  down  fees.  The 
ruling  barred  the  powerful  Na- 
tional Association  of  Realtors 
from  allowing  only  N.AFi  members 
access  to  the  Multiple  Listing  Ser- 
vice, the  group's  computerized 
data  bank  of  homes  for  sale, 
which  plays  a  key  role  in  most 
residential  real  estate  transac- 
tions. Consumer  advocates  say  the 
decision  could  greatly  increase  the 
number  of  brokers  who  use  the 
listing  service  and  could  slash  the 
•$2-5  billion  home  sellers  pay  in 
commissions  each  year  by  as 
much  as  $10  billion.  The  associa- 
tion appealed  the  decision  to  the 
U.  S.  Supreme  Court  on  Jan.  8. 
GREATER  ACCESS.  The  appellate  de- 
cision, which  overturned  a  lower- 
court  ruling,  stemmed  from  a  law- 
suit filed  by  the  Atlanta-based 
Empire  Real  Estate  Board,  a  pre- 
dominantly black  brokers'  group, 
and  three  of  its  members:  Wendell 
White,  E.  Pearl  Presley,  and 
Fletcher  L.  Thompson.  Empire 
was  formed  in  1939,  when  the  NAR 
barred  minorities.  White,  Presley, 
and  Thompson  balked  at  paying 


members,  represent  home  buyers  rather 
than  sellers.  This  could  set  the  stage  for 
far  more  fractious  home-sale  negotia- 
tions— and  lower  rates  for  brokers. 

Until  the  high  court  rules,  the  decision 
covers  only  Georgia,  Alabama,  and  Flori- 
da. But  already,  some  agents  and  bro- 
kers in  those  states  who  aren't  members 
of  the  NAR  are  demanding  access  to  the 
listing  service.  "The  cartel  is  beginning 


PLAINTIFFS  WHITE  AND  PRESLET:  MAKING  REALTORS  JUMPT 


dues  to  both  organizations  but  wanted 
to  use  the  listing  service.  Other  than  the 
listing  service,  the  NAR  "has  nothing  to 
offer  me,"  says  White. 

The  decision  has  stirred  a  wave  of 
anxiety  among  Realtors,  as  NAR  mem- 
bers call  themselves.  It  permits  anyone 
with  a  state  real  estate  license  to  tap 
into  the  listing  service.  That  would  in- 
clude not  only  discount  brokers  who 
aren't  NAR  members  but  the  growing 
number  of  brokers  who,  unlike  NAR 


to  break  up,"  says  Stephen  J.  Brobeck, 
executive  director  of  the  Consumer  Fed- 
eration of  America.  The  NAR  filed  the 
appeal  to  forestall  copycat  suits  that 
might  be  filed  in  other  states.  A  similar 
case  is  already  pending  in  Boise,  Idaho. 

In  California,  where  a  1978  state  court 
ruling  barred  linking  NAR  membership 
with  listing  service  access,  negotiated 
commissions  are  more  common  than  in 
any  other  state,  according  to  a  1991  Con- 
sumer Federation  study.  Most  other  in- 


dustrialized countries  have  commissior 
rates  half  those  typically  charged  b_\ 
Realtors.  Similar  rates  in  the  U.  S.  couIq 
cut  the  price  of  a  house  by  $3,000  or 
average,  Brobeck  estimates. 
•GOOD  CARTEL.'  For  its  part,  the  NAR  in 
sists  the  appeals  court  erred.  Genera 
Counsel  Laurene  K.  Janik  argues  thai, 
anyone  with  a  license  can  join  the  group) 
Realtors  also  argue  that  it's  in  the  publi(i 
interest  for  those  who  use  the  listing 
service  to  be  NAR  members  and  to  b( 
governed  by  that  group's  code  of  ethics 
NAR  Executive  Vice-President  Almor 
Smith  recently  said  at  a  conference  tha 
while  the  NAR  was  a  cartel,  "there  an 
good  cartels."  The  appeals-court  deci 
sion,  Janik  says,  is  a  "mistake"  with 
"widespread  ramifications." 

In  the  past,  the  nar  has  successfullj 
fought  off  legal  assaults,  winning  case; 
in  New  Jersey  and  Iowa  state  courts  an 
before  the  U.  S.  Appeals  Court  i 
New  Orleans.  But  some  antitrus" 
experts  think  the  Realtor  grouj 
will  have  a  more  difficult  time  ir 
the  Atlanta  case.  Unlike  some  pre 
vious  plaintiffs,  the  Empire  Grouj 
can  prove  that  the  nar's  exclu 
sionary  rules  for  the  listing  ser 
vice  hurt  its  business.  Hundred: 
of  its  members  have  resigned  t( 
join  the  NAR  in  order  to  use  th 
service.  The  NAR  would  have  t( 
prove  that  its  scheme  "is  logica 
and  procompetitive  on  balance, 
observes  Washington  (D.  C.)  anti 
trust  lawyer  Joe  Sims.  "I  don' 
see  how  the  [NAR]  people  couU 
make  that  argument  very  success 
fully." 

Even  if  the  NAR  wins,  the  figh 
over  access  may  not  be  over.  Th( 
Federal  Trade  Com.mission 
winding  up  a  two-year  probe 
the  group  and  its  control  over  thi 
industry.  It  has  contacted  agent! 
and  brokers  across  the  countr 
whose  complaints  include  bein| 
barred  from  the  listing  service.  Al 
though  the  FTC  doesn't  officially 
confirm  or  deny  the  existence  o 
investigations,  a  senior  agene; 
staffer  says  the  commissioi 
should  be  taking  some  action  with 
in  the  next  six  months. 
For  the  three  Atlanta  plaintiffs,  an; 
legal  victory  may  be  hollow.  All  of  then 
have  left  the  brokerage  business  an( 
have  little  interest  in  returning.  Whit 
and  Presley  specialize  in  property  man 
agement,  and  Thompson  is  an  automo 
tive  consultant.  While  a  victory  won 
help  them,  it  could  end  up  having  a  pre 
found  impact  on  their  erstwhile  co 
leagues — and  consumers — for  years  t 


come. 


By  Elizabeth  Lesly  in  Washingto'i 
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Who  knows 
your  disability  insurance 

needs  best? 


BY  GENE  G.  MARCIAL 


THIS  PAPERMAKER 
COULD  CRASH 
OUT  OF  THE  WOODS 


Pope  &  Talbot  sounds  like  a  law 
firm  or  an  ad  agency — and  it's 
hardly  a  household  name.  May- 
be that's  one  reason  why  this  pulp, 
paper,  and  lumber  company  is  just 
starting  to  stir  on  the  Big  Board  while 
almost  all  other  paper  stocks  have 
chalked  up  hefty  gains  in  recent  weeks 
and  approached  their  old  highs. 

But  that's  0.  K.  with  some  pros 
scouring  the  market  for  economy-driv- 
en cyclical  stocks  that  have  yet  to  be 
discovered.  "We've  been  accummulat- 
ing  shares  of  this  underfollowed  stock 
since  it  traded  at  13,  and  we're  trying 
to  buy  some  more,"  says  investment 
manager  Scott  Black.  The  stock  has 
edged  up  recently  to  15. 

Black,  who  manages  about  $700  mil- 
lion at  Delphi  Management  in  Boston, 
thinks  the  "basics"  surrounding  Pope 
&  Talbot  make  it  a  compelling  buy:  Its 
balance  sheet  is  healthy — with  a  mod- 
est debt  of  $59  million  vs.  equity  share- 
holdings of  $205  million;  its  stock  is 
trading  well  below  its  book  value  of 
$17.65  a  share;  and  its  depressed  earn- 
ings are  poised  for  a  rebound. 

Although  he  expects  earnings  for 
1991  to  come  in  at  a  puny  30$  a  share 
vs.  $1.70  in  1990,  Black  sees  the  bottom 
line  looking  rosier:  He  estimates  earn- 
ings of  80$  in  1992  and  a  rip-roaring 
$2.70  to  $3  in  1993. 

TOPS  IN  TISSUE.  Pope  &  Talbot's  unrec- 
ognized appeal,  according  to  Black,  lies 
in  the  growing  demand  for  its  consum- 
er products,  specifically  private-label 
paper  goods  such  as  napkins  and  facial 
tissues,  as  well  as  disposable  diapers. 
"We  believe  that  the  market  for  Pope 
&  Talbot's  consumer  paper  products 
will  expand  as  consumer  spending 
picks  up  with  the  economy,"  says 
Black.  Pope  &  Talbot  is  said  to  be  the 
largest  producer  of  tissue  products  for 
the  private-label  market  and  the  sec- 
ond-largest maker  of  disposable  dia- 
pers, which  are  produced  in  plants  in 
California,  Georgia,  Missouri,  New 
York,  and  Wisconsin.  Tissue  products, 
diapers,  and  pulp  generate  66%  of  sales 
and  80%  of  profits,  while  the  compa- 
ny's wood  products,  such  as  timber, 
boards,  and  specialty  lumber,  account 
for  34%  of  sales  and  20%  of  earnings. 

If  Black  is  on  target,  he  expects  the 
stock  to  double  in  a  year  or  two. 


POPE  &  TALBOT 
IS  ON  THE  MOVE 


JAN.  7,  '92 


DATA:  BRIDGE  INFORMATION  SYSTEMS  INC. 


A  BATTERED  BIOTECH 
BOUNCES  BACK 


Jumping  into  biotechs  was  one  of 
the  most  lucrative  plays  last  year, 
when  shares  of  most  companies 
trying  to  develop  new  medical  products 
boomed.  But  there  also  were  stocks 
that  delivered  tremendous  pain  to  in- 
vestors. Xytronyx,  which  has  been 
seeking  U.  S.  government  approval  to 
market  its  disposable  kit  to  test  for 
periodontal  diseases,  was  one  that 
turned  into  an  investor's  worst  night- 
mare. With  no  warning,  Xytronyx 
plunged  more  than  14  points,  to  13  a 
share,  on  Nov.  15. 

The  stock  has  yet  to  recover  from 
that  giant  jolt,  which  came  after  the 
Food  &  Drug  Administration  told  the 
company  that  it  had  to  resolve  several 
"deficiencies"  in  its  application  for  the 
agency  to  approve  marketing  of  Xy- 
tronyx' Periogard  periodontal  tissue 
monitor  kit  in  the  U.  S.  The  kit  contains 
paper  strips  that  a  dentist  presses 
against  a  patient's  gums  to  detect  the 
presence  of  decaying  or  dead  cells  as- 
sociated with  gum  disease.  Xytronyx 
executives  have  been  meeting  with  FDA 
officials  since  mid-November. 

Recently,  some  smart-money  pros 
have  joined  bargain  hunters  in  buying 
in,  helping  drive  up  the  stock  to  18. 
What's  behind  the  renewed  optimism? 
Two  things:  One  money  manager  spec- 
ulates that  FDA  approval  will  come  in 
late  1992  and  predicts  that  loss-ridden 
Xytronyx  will  turn  profitable  this  year 
because  of  the  European  sales.  In 
March,  the  FDA  approved  export  of  the 
kit  to  Italy  and  Denmark.  It  will  be 


sold  through  Colgate-Palmolive,  which 
paid  Xytronyx  $2  million  for  exclusive 
marketing  rights  in  Europe. 

The  money  manager  also  thinks  Xy- 
tronyx will  soon  announce  a  marketing 
pact  with  a  major  cosmetics  company 
for  a  new  product,  a  patch  stuck  to  the 
arm  or  on  clothing  that  will  warn  the 
user  to  either  get  out  of  the  sun  or 
apply  sufficient  sun  protection. 

Vince  Boening,  whose  newsletter. 
Technical  Commentary,  has  a  wide 
following,  recently  put  Xytronyx  on  his 
list  of  "aggressive  buys"  for  1992. 


PROFITING  FROM 
DETROIT'S  GLOOM 


All  the  hoopla  in  the  Bush  Ad- 
ministration about  aiding  U.  S. 
auto  makers  has  helped  boost 
the  stocks  of  the  Big  Three.  But  some 
money  runners  aren't  rushing  to  load 
up  on  those  giants  quite  yet.  Instead, 
they  are  snapping  up  shares  of  less 
visible  companies  that  are  as  likely  to 
benefit  from  the  industry's  recent 
downsizing,  as  well  as  from  the  antici- 
pated economic  recovery.  A  company 
that's  been  winning  new  fans:  Inter- 
met,  which  has  plants  in  Germany,  Ko- 
rea, Sweden,  and  the  U.  S.  that  make 
iron  castings  used  in  auto  parts,  such 
as  brakes  and  steering  wheels. 

"It's  a  stock  that  will  gain  even  if 
the  industry's  upswing  is  delayed,"  ex- 
plains one  New  York  money  manager. 
Intermet  has  climbed  from  6  in  July  to 
SVi  on  Jan.  7,  but  the  stock  could  still 
rise  to  its  old  high  of  19— hit  in  1987 
when  earnings  jumped  to  $1,  notes  this 
pro.  He  thinks  Intermet  could  make 
that  kind  of  money  again.  One  reason: 
Intermet  expects  General  Motors, 
which  has  been  closing  down  plants 
and  laying  off  thousands,  to  resort  to 
more  "outsourcing,"  or  contracting 
with  outside  companies  for  parts. 

Currently,  sales  to  GM  account  for 
only  8%  of  Intermet's  business,  while 
sales  to  Ford  and  Chrysler  account  for 
a  combined  40%,  says  Chief  Financial 
Officer  John  Ernst.  Scott  Soffen,  an 
analyst  at  Robert  W.  Baird  in  Milwau- 
kee, points  out  that  Intermet  is  also 
well  positioned  to  pick  up  business 
from  Japanese  "transplants."  "With 
the  Japanese  under  pressure  to  in- 
crease their  domestic  content,  they 
would  prefer  to  do  so  with  low-tech 
items  like  the  ones  that  Intermet  sup- 
plies." Soffen  expects  earnings  to  jump 
from  an  estimated  9$  a  share  in  1991  to 
50$  in  1992  and  then  rise  in  1993  to  at 
least  $1  a  share. 
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cotpotatejet. 

It  appears  that  the  company  mail  cart  has  quietly 
become  a  vehicle  of  runaway  abuse. 

TheWall  Street  Journal  has  reported  that  30%  of 
all  packages  currently  marked  "rush"  needn't  be. 

Last  year,  that  impulse  to  "overnight  it'' needlessly 
cost  American  businesses  over  three  billion  dollars. 

No  one  is  more  alarmed  by  this  inefficiency  than 
UPS,  because  no  one  is  more  qualified  to  prevent  it. 

After  alljWe  offer  the  most  comprehensive  array  of 
cost-effective,  time-definite  shipping  options.  Including 
ground  delivery  two-day  air,  international  air  and  over- 
night air  delivery  Monday  through  Saturday 

And  for  those  shipments  that  are  truly  "urgentf 
"rushf  or  "overnight,"  UPS  Next  Day  Air  guarantees 
delivery  before  1030  a.m!  And  does  it  in  such  an  efficient 
manner  we  can  deliver  your  package  for  up  to  40%  less 
than  any  other  overnight  delivery  company 

If  that  appeals  to  you ,  call  UPS.  Every  package  is  a 
"priority"tous.^5(^simplydon't  price  them  that  way 
We  run  the  tightest  ship  in  the  shipping  business! 


PRODUCT  DEVELOPMENT! 


DOES  CHRYSLER  FINALLY  HAVE  THE  JEEP 
THAT  IT  NEEDS? 


Several  long,  hard  years  in  the  making,  the  new  Grand  Cherokee  faces  tougher  competition  than  ever 


In  the  final  months  of  1988,  Lee  A. 
lacocca  faced  a  wrenching  choice.  He 
knew  competitors  were  planning  to 
challenge  his  company's  two  most  profit- 
able lines,  minivans  and  Jeeps.  But 
Chrysler  Corp.  couldn't  afford  to  revamp 
both  at  once.  With  his  top  managers  di- 
vided, the  Chrysler  chairman  decided: 
The  minivan  would  come  first  in  a  five- 
year,  $16.4  billion,  new-product  program. 
Then,  the  company  would  roll  out  a  bet- 
ter Jeep  Cherokee,  new  midsize  and 
small  cars,  and  a  new  pickup. 

lacocca's  decision  was  no  doubt  right: 
Despite  the  recession,  demand  for  mini- 
vans  is  strong.  But  delaying  the  Jeep 
has  hurt.  Cherokee  sales  have  plunged 
2:2.7' — and  it  has  lost  nine  points  of  mar- 
ket share — since  Ford  Motor  Co.  intro- 
duced its  Explorer  in  April,  1990.  In  fact, 
the  Explorer  is  now  the  hottest-selling 
four-wheel-drive  off-roader.  Profits  on 
such  vehicles  can  be  as  high  as  $5,000 
each.  So  Chrysler's  sales  declines,  says 
PaineWebber  Inc.  analyst  Stephen  J. 
Girsky,  mean  roughly  $365  million  a 
year  in  lost  profits — and  a  lot  of  lost 
momentum,  too. 

TOUGH  TERRAIN.  The  unveiling  of  the 
Jeep  Grand  Cherokee  on  Jan.  7  may  be 
the  beginning  of  the  long  road  back. 
Chrysler  claims  the  new  Jeep  is  superior 
to  the  Explorer  in  ride,  quietness,  and 
safety,  including  the  first  air  bag  in  an 
off-roader.  Customers  will  be  the  judges 
when  the  model  reaches  showrooms  in 


THE  GRAND  CHEROKEE'S 
ROUGH  ROAD  TO  MARKET 


FAIL,  1983 

American  Motors 
introduces  the  Jeep 
Cherokee.  The  four- 
dooi  four-wheel-drive 
off-roader  becomes  a 
hit  vmith  ja.ppies  and 
suburbanites 


JULY,  1986 

Hoping  to  keep  the 
Cherokee  hot,  AMC 
starts  work  on  a  new 
model.  It  plans  to 
introduce  the  ZJ,  as 
it  is  code-named, 
for  1990 


April,  and  their  reactions  will  be  crucial: 
The  Grand  Cherokee's  success  in  a  mar- 
ket now  crowded  by  entries  from  Ford, 
General  Motors  Corp.,  and  five  Japanese 
companies  could  have  a  bearing  on  ev- 
erything from  Chrysler's  survival  as  an 
independent  auto  maker  to  the  future  of 
some  2,100  workers  at  the  vehicle's 
brand-new  plant  in  downtown  Detroit. 

Just  to  get  to  market  30  months  late, 
the  Cherokee  has  survived  tougher  ter- 
rain than  most  of  its  fans  ever  travel. 
Although  it  never  outsold  another  rival, 
Chevy's  Blazer,  the  Cherokee  became  a 
surprise  hit  in  the  mid-1980s.  In  fact,  it 
was  the  aura  of  the  Jeep  brand  and  the 
Cherokee's  high  margins  that  persuaded 
lacocca  to  buy  American  Motors  Corp.  in 
August,  1987.  When  Chrysler  took  over, 
.■\MC  was  already  testing  prototypes  of  a 
new  Cherokee. 

But  there  was  a  hitch.  "We  really 
weren't  happy  with  the  vehicle,"  recalls 
Bernard  I.  Robertson,  Chrysler's  general 
manager  for  Jeep  and  truck  engineering. 
Its  options  were  too  few,  with  only  one 
engine — and  no  V-8.  When  Chrysler 
showed  the  design  to  consumers,  they 
complained  about  "not  enough  rugged- 
ness,"  says  David  P.  Bostwick,  Chrys- 
ler's manager  for  business  planning  and 
research.  "It  didn't  have  any  personal- 
ity." Chrysler  considered  making  the 
new  Cherokee  a  Dodge  pickup  spin-off. 
But  the  result  would  have  been  too 
large,  fuel-hungry,  and  trucklike.  "No 


one  was  comfortable  doing  a  Jeep  out  of 
a  Dodge,"  says  Francois  J.  Castaing, 
Chrysler  vice-president  for  vehicle  engi- 
neering and  general  manager  of  Jeep 
and  truck  operations.  So  in  December, 
1987,  it  was  back  to  the  drawing  board. 
RUGGED  LUXURY.  That  coincided  with  a 
Chrysler  decision  to  streamline  its  prod- 
uct development.  The  company  created  a 
"platform  team"  of  engineers,  design- 
ers, marketers,  and  manufacturing  ex- 
perts who  all  worked  together.  In  an 
effort  to  make  the  $1.2  billion  project  go 
smoother,  the  group  was  given  more  au- 
tonomy than  usual  in  Detroit's  inbred, 
hierarchical  corporate  culture.  Still — mis- 
takenly, it  turns  out — senior  executives 
at  Chrysler  felt  little  urgency  to  move 
fast  on  the  ZJ,  the  model's  code  name. 
Sales  of  the  existing  Cherokee  were 
climbing.  And  Chrysler  claims  that  its 
market  research  had  turned  up  a  star- 
tling fact:  The  Cherokee's  most  common 
garage-mate  was  a  Mercedes-Benz.  Says 
Castaing:  "No  one  realized,  when  Chero- 
kee was  born,  that  it  would  be  compared 
to  Mercedes.  ZJ  is  aimed  at  that." 

Indeed,  the  zj's  designers  were  soon 
adding  such  amenities  as  an  automatic 
temperature-control  system  and  more 
extensive  insulation  for  a  quieter  ride. 
And  they  discarded  the  conventional, 
two-rail  frame  on  which  the  old  Chero- 
kee and  most  other  sport-utility  vehicles 
and  pickups  are  built.  Unibody  construc- 
tion provided  the  lighter  weight  and  sol- 
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DECEMBER,  1987 

Chrysler,  Jeep's  new 
owner,  sends  the  ZJ 
back  to  the  drawing 
board 
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d  feel  of  a  luxury  car,  and  it  dis- 
;anced  the  Cherokee  from  the 
Explorer's  old-style  body-on-frame 
construction.  Those  changes  would 
iustify  as  much  as  a  $2,000  premi- 
im  over  the  existing  Cherokee's 
;op  price  of  about  $28,000. 

But  the  engineers  wanted  the 
/ehicle  to  be  rugged,  too,  "even  if 
)8%  of  our  customers  never  took  it 
)ff-road,"  says  Larry  Baker,  Jeep- 
Eagle  Div.  general  manager.  So 
;hey  came  up  with  a  full-time, 
Four-wheel-drive  system  that  auto- 
natically  adjusts  to  changing  road 
conditions.  They  also  gave  the 
leep  a  four-wheel,  antilock  brak- 
ng  system.  And  Chrysler  put  a 
io\\d  rear  axle  on  its  high-toned 
lesign  in  place  of  a  carlike,  inde- 
aendent  suspension.  "It's  the  most 
'eliable  off-road,"  says  Castaing.  This 
lybrid  design,  say  the  Grand  Cherokee's 
levelopers,  makes  their  vehicle  more  ag- 
le  on  the  trails  than  the  Explorer  or  the 
current  Cherokee. 

As  it  pinned  down  such  details  in  early 
1989,  the  team  made  another  concession 
:o  the  die-hard  off-roaders.  It  made  the 
Srand  Cherokee  eight  inches  shorter 
ind  one-half  inch  narrower  than  the  Ex- 
plorer. That  gives  it  2.6  cubic  feet  less 
cargo  space,  which  may  alienate  subur- 
aanites.  But  Chrysler  says  the  shorter 
Cherokee  can  more  easily  navigate  a 
classic  off-road  course:  the  seven-mile 
Rubicon  Trail,  a  steep,  boulder-strewn 
jff-road  mecca  in  Northern  California. 

Although  the  ultimate  goal  was  to  re- 
fine the  Cherokee,  not  remake  it.  Jeep 
engineers  set  one  big  technical  chal- 
lenge: The  Grand  Cherokee  would  be  the 
first  such  vehicle  with  an  air  bag.  Off- 
roading  is  usually  done  at  low  speeds, 
but  the  bumpy,  jerky  driving  offers  plen- 
ty of  opportunity  for  an  air  bag  to  in- 
flate accidentally.  Determined  to  get  just 
the  right  touch,  engineers  put  a  snow- 
alow  on  the  front  end  and  rammed  a 
curb.  Then,  they  smacked 
:ree  on  an  empty  lot  in 
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Detroit — over  and  over — piquing  the  cu- 
riosity of  the  local  police.  In  the  end, 
they  repositioned  the  air  bag  sensors  to 
trigger  less  easily  than  in  a  car — but 
fast  enough  to  work  in  a  highway  crash. 
ADVANCED  TESTING.  Once  the  basic  de- 
sign was  set,  Chrysler's  resources  put 
the  project  on  a  faster,  clearer  course 
than  AMC  might  ever  have  achieved. 
Chrysler  labs  could  test  the  rigidity  of 
the  vehicle's  body  on  computer  systems 
AMC  didn't  have.  And  the  company  put 
up  a  new  $500  million  plant  designed  for 
just-in-time  assembly  that  will  double 
Jeep's  current  productivity. 

By  June,  1989,  Chrysler's  product- 
planning  committee  had  approved  the  Z.J 
and  ordered  the  tooling  necessary  to 
build  it.  A  complete  prototype  was  ready 
by  March,  1990,  one  month  before  the 
Explorer  went  on  sale.  By  then,  aware 
of  the  coming  competition,  Chrysler's  se- 
nior management  was  feeling  more  pres- 
sure, lacocca  and  his  top  officers  began 
reviewing  the  Z.]'s  progress  about  every 
four  months. 

Still,  they  stayed  out  of 
the  way.  When  the  plat- 
form team  found  the  back- 
seat too  cramped,  for  ex- 


MAY,  1991 

Chrysler  begins  to 
debug  the  new  plant 
it  has  built  in  Detroit 
to  assemble  the 
ZJ — now  called  the 
Grand  Cherokee 


ample,  it  adjusted  the  seat  cushion 
to  provide  more  hip  room  and  cut 
costs  elsewhere  to  make  up  the 
difference.  Under  the  old  system, 
such  decisions  would  have  re- 
quired approval  from  top  manag- 
ers, causing  extra  delays.  "I,  as 
president,  wasn't  even  aware  of 
the  change  until  after  the  fact," 
brags  Chrysler  President  Robert 
A.  Lutz,  a  proponent  of  delegating 
authority.  "Believe  me,  that's 
when  you  know  you're  making 
progress."  The  company's  other 
new  car  and  truck  projects  are 
now  organized  around  platform 
teams,  though  it  isn't  clear  wheth- 
er Chrysler — or  any  U.  S.  auto 
maker — can  routinely  cut  develop- 
ment cycles  to  the  four  years  the 
Japanese  achieve. 
Now,  the  new  model  faces  one  more 
hurdle — a  marketing  challenge  akin  to 
the  Coca-Cola  Classic-New  Coke  balanc- 
ing act.  A  planned  slow  production  start- 
up to  assure  high  quality  means  that 
only  about  55,000  Grand  Cherokees  will 
be  built  by  October.  Meanwhile,  Chrys- 
ler needs  to  keep  selling  the  current 
Cherokee,  which  will  seem  aged  by  com- 
parison. The  plan:  Use  rebates  now,  and 
cut  the  price  of  the  old  Cherokee  out- 
right in  the  next  model  year.  If  custom- 
ers act  as  they're  supposed  to,  Chrysler 
expects  to  sell  plenty  of  cheap  Chero- 
kees at  a  base  price  of  $14,000,  while 
making  plenty  of  money  on  the  updated 
one  at  $18,000  and  up,  depending  on  op- 
tions. At  those  prices,  it  should  be  com- 
petitive with  the  Explorer. 

"The  only  serious  competition  I  see 
coming  is  the  [Grand  Cherokee],"  says 
Robert  L.  Rewey  Jr.,  vice-president  for 
sales  operations  at  Ford.  In  the  battle 
between  those  two  off-roaders,  someone 
is  going  to  eat  dust.  And  Chrysler  is 
hoping  that,  for  a  change,  it  will  be  the 
Explorer,  not  the  Cherokee,  that  is  get- 
ting a  mouthful. 

By  James  B.  Treece 
in  Detroit 
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SPOTTING  SKIN  CANCER 
BEFORE  THE  SPOTS  APPEAR 


Early  detection  of  ma- 
lignant melanoma,  a 
cancer  that  killed  6,500 
people  last  year,  can 
save  lives.  Now,  a  tech- 
nique just  introduced  in 
the  U.  S.,  called  epilu- 
minescence  microscopy 
(EM),  may  help  dermatol- 
ogists detect  the  disease 
before  the  deadly  cell 
changes  become  visible 
to  the  naked  eye. 

Doctors  perform  EM 
by  examining  skin  coat- 
ed with  oil  through  a  special  handheld  binocular  microscope, 
which  magnifies  things  up  to  40  times.  Benign  spots  show  up 
as  a  pattern  of  regularly  spaced  brown  globules.  A  malignan- 
cy reveals  itself  as  an  irregular  pattern  with  varying  sized 
globules.  Developed  by  European  dermatologists,  a  version  of 
EM  has  been  used  in  Vienna  since  1987  with  encouraging 
results.  U.  S.  doctors  are  starting  to  use  EM  at  hospitals  such 
as  New  York  University  Medical  Center. 


CAN  WATER 

ZAP  TOXIC  WASTE? 


Eliminate  hazardous  waste  by  treating  it  with  water?  It 
sounds  like  science  fiction.  But  after  years  of  experimenta- 
tion, a  form  of  water  may  finally  come  into  its  own  as  a  means 
of  destroying  municipal  solid  waste,  pulp  industry  byproducts, 
and  even  chemical  weapons,  according  to  a  report  published  in 
Chemical  &  Engineering  Neivs. 

Supercritical  water,  as  the  stuff  is  called,  is  water  that  has 
been  heated  and  pressurized  to  become  a  fluid  somewhere 
between  the  normally  distinct  gaseous  and  liquid  states.  When 
oxygen  or  some  other  oxidizer  is  added  to  this  in-between 
concoction,  combustion  occurs — and  destroys  many  hazardous 
organic  compounds.  Sometimes,  flames  are  even  visible.  Un- 
like methods  that  yield  toxic  byproducts,  supercritical  systems 
leave  behind  mainly  water  and  carbon  dioxide. 

Researchers  still  don't  fully  understand  the  supercritical 
process,  says  report  co-author  Robert  W.  Shaw  of  the  U.  S. 
Army  Research  Office  in  Research  Triangle  Park,  N.  C.  And 
they  worry  that  the  high  pressures  and  temperatures  can 
corrode  surfaces  inside  the  chambers  that  house  the  reaction. 
Even  so,  Modell  Development  Corp.  of  Framingham,  Mass., 
hopes  to  be  using  supercritical  water  to  dispose  of  pharmaceu- 
tical waste  in  1993.  And  the  Defense  Dept.  may  build  a  pilot 
plant  for  destroying  explosives  and  chemical  weapons  agents. 


TINY  ANTENNAS, 
HUGE  SENSITIVITY 


Some  insects  "see"  in  the  dark  by  perceiving  the  infrared 
signals  that  are  given  off  by  just  about  everything  in 
nature.  Now,  scientists  have  improved  on  mankind's  ability  to 
detect  infrared  light  by  developing  teeny  antennas  and  novel 
detectors  that  pick  up  the  supershort  wavelengths. 
The  detectors  are  made  of  superconducting  materials,  rather 


than  semiconductors,  which  makes  them  more  sensitive  and 
easier  to  tune.  They  are  attached  to  microantennas  as  wide  as 
a  human  hair — 60  micrometers  across.  The  combination,  built 
by  researchers  at  the  National  Institute  of  Standards  &  Tech- 
nology in  Boulder,  Colo.,  can  pick  up  wavelengths  one-sixth  as 
long  as  those  gathered  by  previous  antennas. 

N.^S.A  is  supporting  the  research  and  plans  to  use  arrays  of 
the  devices  on  satellites  to  measure  trace  gases  suspected  of 
causing  the  greenhouse  effect.  The  Pentagon  is  also  backing 
the  project,  since  the  detectors  might  be  useful  for  picking  up 
invading  missiles.  They  could  also  be  used  by  physicians  to 
locate  small  surface  variations  in  body  temperature  that  could 
signal  tumor  growth  or  other  problems. 


STEEL  WITH 

MUCH  MORE  MUSCLE 


Carbon  atoms  called  fullerenes  that  combine  into  such  novel 
shapes  as  soccer  balls  and  tubes  have  caused  a  sensation 
among  scientists  recently.  Researchers  have  speculated  that 
the  unique  carbon  configurations  could  lead  to  materials  with 
startlingly  new  properties. 

They  don't  have  to  speculate  any  longer.  MicroMet  Technol- 
ogy Inc.  in  Charlotte,  N.  C,  has  unveiled  a  new  type  of  steel 
made  with  fullerenes.  The  material,  called  Rhondite,  is  chemi- 
cally similar  to  conventional  steel.  But  its  structure  is  differ- 
ent: Its  carbon  molecules  are  linked  in  chains  wrapped  around 
iron  atoms.  This  cable-like  structure  in  turn  wraps  around  a 
larger  core  of  iron  to  form  the  new  steel. 

Independent  tests  of  the  material  have  found  it  to  be  1.5 
times  as  strong  as  conventional  steel  with  a  similar  chemical 
composition.  And  Rhondite  is  300%  more  durable  than  leading 
high-performance  metals.  Even  better,  according  to  MicroMet 
President  Robert  C.  Job,  the  metal  can  be  made  with  existing 
steelmaking  equipment  at  a  cost  "that  meets  or  beats  the  $300 
a  ton  for  structural  steel  manufactured  in  minimills."  Micro- 
Met  is  looking  for  a  partner  to  help  commercialize  the  technol- 
ogy and  to  finance  research  into  modifying  the  material  for 
other  applications. 


U.S.  CHIPMAKERS 
THROW  IN  MORE  CHIPS 


low  that  U.  S.  chipmakers  have 
I  arrested  a  decade  of  market- 
share  losses  to  Japan,  Silicon  Val- 
ley's major  players  seem  set  to 
hold  the  line.  Despite  last  year's 
dismal  economy,  capital  spending 
by  America's  top  12  chipmakers 
was  higher  than  midyear  forecasts, 
according  to  Shearson  Lehman 
Brothers'  latest  survey. 

The  brokerage  now  pegs  capital 
investment  in  1991  at  nearly  $2.8 
billion.  That  was  down  3%  from 

1990,  but  it's  better  than  the  o7c 
decline  projected  last  July.  This 
year,  the  companies  see  a  5%  spending  increase,  to  more  than 
$2.9  billion.  Comparable  numbers  for  Japanese  producers 
aren't  out  yet.  The  10  leading  chipmakers  in  Japan  had 
planned  a  2.5%  hike  last  year.  But  in  the  waning  months  of 

1991,  several  trimmed  outlays — including  a  20%  cut  at  Hitachi 
Ltd.  In  1990,  U.  S.  chipmakers  regained  two  percentage  points 
from  Japan  and  now  hold  37''f  of  the  world  chip  market  vs. 
Japan's  49%,  according  to  market  researcher  Dataquest  Inc. 
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Same  tax  nightmare 
as  last  yearP 


Professionals  who  have  earned  the 
marks  have  made  a  strong  commit- 
ment to  superior  client  service  and 
strict  ethical  and  practice  standards. 

When  you  need  someone  you  can 
trust  with  your  taxes,  someone  who 
can  answer  the  tough  questions 
before  April  15th — and  then  keep 
you  on  track  all  year  long — call  an 
accredited  tax  professional. 

For  a  free  220-page  directory  of 
accredited  tax  professionals  and 
practical  tax  tips  to  use  throughout 
the  year,  complete  and  return  the 
attached  coupon. 


^   Send  me  "Accredited 
Professionals — Directory 
,       and  Users'  Guide."  I  am 
\  enclosing  a  self-addressed, 
\     8'/2  X  11 '  envelope  with 
S2.90  postage  affixed. 


College  for 
FiNANCL\L  Planning 

.Attn:  Ta.\  Director>- 
4695  South  Monaco  Street 
Denver,  Colorado  80237-3403 

Name 

Address  (Indicate  7^  home  Z  business i 


Don't  spend  April  15th  buried  under 
a  pile  of  paperwork,  laboring  over 
your  tax  return.  Now,  you  can  turn 
to  one  of  thousands  of  tax  profes- 
sionals who  have  acliieved  a  new 
level  of  competence  and  expertise 
by  earning  the  Accredited  Tax 
Preparer*'^'  and  Accredited  Tax 
Ad\isor^'^'  marks. 

The  marks  are  based  on  two 
highly  regarded,  well-established 
educational  programs  available 
exclusively  through  the  Institute  for 
Tax  Studies*^',  a  division  of  the 
nonprofit  College  for  Financial  Plan- 
ning". The  marks  are  awarded  by 
the  Accreditation  Council  for 
Accountancy  and  Taxation  (ACAT), 
an  independent  governing  body 


See  your  Accredited  Tax 
Preparer  or  Accredited 
Tax  Advisor 


City  State  Zip 

(  )  

Daytime  Telephuiie 


©  1991.  College  for  Financial  Planning.  All  rights  reserved.  COLLEGE  FOR  FIN.^NCIAL  PL.AiNNING  is  a  service  mark  registered  in  the  U.S.  Patent  and  Trademark 
Office.  INSTITUTE  FOR  TAX  STUDIES.  .ACCREDITED  TAX  PREPARER,  and  ACCREDITED  TAX  ADVISOR  are  service  marks  of  the  College  for  Fmancial  Planning. 
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BREAKING  INTO  EUROPEAN  MARKETS 
BY  BREAKING  THE  RULES 


Three  U.S.  companies  that  refused  to  believe  'it  won't  work  here' 


The  American  ivay  isn't  everybody's  ivay,  of  course. 
But  U.  S.  companies  doing  business  in  Europe  too 
often  settle  into  its  inefficient,  shared  markets,  with 
rigid  distribution  systems  and  lotv  volumes.  Recently, 


some  brash  arrivistes  ha  ve  begun  flouting  the  Europe- 
an rules  with  classic  Aynerican  competitive  tactics. 
Here's  how  three — Bandag,  Dell  Computer,  and  Toys 
'R'  Us — are  cracking  Fortress  Europe. 


ON-SITE  SERVICE: 
BANDAG'S  TRUCKS  GO 
TO  THE  CUSTOMERS 


BANDAG:  RETREADING 
THE  TIRE  BUSINESS 


Pumping  up  European  sales  vol- 
ume was  one  of  Martin  G. 
Carver's  top  priorities  when  he 
took  charge  of  Bandag  Inc.  in  the  early 
1980s.  Although  his  family's  tire-retread- 
ing business  had  been  in  Europe  since 
the  1950s  and  enjoyed  an  enviable  repu- 
tation for  quality,  its  exclusive  distribu- 
tors followed  local  conventions:  They 
charged  high  prices  and  never  worried 
much  about  volume.  Worse,  the  last  of 
Bandag's  major  patents  were  running 
out,  so  Carver  knew  the  competition 
would  soon  get  fierce. 

Bandag's  response  was  to  make  itself 
over  as  the  McDonald's  of  retreaders.  It 
dismantled  its  distribution  network  and 
started  over  with  aggressive  new  fran- 
chise units,  costing  around  $150,000 


apiece.  The  tactic  worked.  Bandag's 
share  of  Western  Europe's  retread  mar- 
ket has  shot  from  57'  to  207' ,  putting  the 
Muscatine  (Iowa)  company  in  a  tie  for 
No.  1  with  France's  Michelin.  In  the  first 
three  quarters  of  last  year,  Bandag's 
European  revenues  were  around  $76  mil- 
lion, or  187  of  its  global  sales,  compared 
with  about  o''-'  in  the  early  1980s. 
BIG  BOOM.  Analysts  expect  Bandag's 
European  business  to  boom  next  year, 
when  trade  barriers  fall.  Freer  trade  will 
heighten  competition  among  truckers, 
forcing  them  to  look  for  bargains  such 
as  retreads — which  sell  for  about  half 
the  price  of  new  tires.  Partly  because  of 
Bandag's  European  prospects,  investors 
have  bid  up  its  stock  sharply.  It  now 
trades  at  around  119,  or  407  above  a 
year  ago,  double  the  gain  for  the  Stan- 
dard &  Poor's  500-stock  index. 

One  important  reason  for  Bandag's 
European  success  is  its  unique  approach 


to  sales  and  service.  Instead  of  making 
customers  come  to  Bandag  outlets,  fran- 
chisees do  much  of  their  business  in  spe- 
cially designed,  $60,000  Mercedes  trucks 
filled  with  tires  and  equipment.  A  techni- 
cian removes  a  customer's  worn  tires 
and  replaces  them  with  retreads  on  the 
spot.  The  rolling  workshops  are  conve- 
nient, but  more  important,  Bandag  sends 
them  out  after  hours  so  clients  can  keep 
their  rigs  on  the  road  during  the  day. 

It's  a  radical  departure  from  the  way 
other  tire  vendors  operate  on  the  Conti- 
nent so  potential  franchisees  required 
some  convincing.  German  tire  dealer 
Manfred  Schwaderer,  for  one,  had  big 
doubts:  He  didn't  think  anyone  would 
want  to  stick  around  for  after-hours  tire 
service.  Now,  after  finding  he  could  save 
clients  $500  a  truck  per  year  by  servic- 
ing vehicles  when  they  weren't  produc- 
ing revenue,  he's  a  believer.  Schwaderer 
operates  a  pair  of  Bandag  distributor- 
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hips  and  is  ijlaniiinji'  to  set  up  more. 

Bandag's  European  unit  has  plenty  of 
3om  to  grow.  Based  in  Zaventem,  Bel- 
ium,  it  has  336  outlets  in  Western  Eu- 
3pe.  But  that's  only  half  the  number 
lichelin  has.  To  keep  growing,  Carver 
ext  wants  to  expand  in  cost-conscious 
lastern  Europe,  with  a  goal  of  doubling 
landag's  market  share  by  1995.  Basic 
etread  economics  make  his  plan  seem 
ossible.  And  those  fancy  Mercedes 
"ucks  won't  hurt,  either. 


lELL:  MAIL  ORDER  WAS 
lUPPOSED  TO  FAIL 


■  ^^Mhen  executives  at  Dell  Com- 
W^^M  puter  Corp.  decided  to  march 

Iv  on  Europe  in  1987,  they  knew 
ley  had  to  win  over  a  deeply  skeptical 
ublic.  European  customers  had  never 
ought  big-ticket  items 
uch  as  PCs  through  the 
lail — the  only  way  Dell 
lanned  to  distribute  them. 
In  every  country,  they 
3ld  us  mail  order  would 
ot  work,"  recalls  Andrew 
'..  Harris,  senior  vice-presi- 
ent  for  international  oper- 
tions  at  the  Austin  (Tex.) 
ompany.  The  Texans, 
eep  discounters  from  day 
ne,  also  found  that  Euro- 
ean  buyers  have  a  long- 
stablished  prejudice:  High 
rice  equals  good  quality, 
)w  price  means  shoddy. 

Yet  Dell  has  stunned  rivals  and  nay- 
ayers  by  going  from  no  European  sales 
3  some  $240  million  for  the  year  ending 
'eb.  3  (chart).  European  sales,  95%  to 
usiness  customers,  have  become  a  key 
art  of  Dell's  revenue  picture.  They  will 
onstitute  nearly  30%  of  the  estimated 
870  million  Dell  rings  up  this  year,  al- 
lost  double  the  1988  share.  Even  Dell  is 
urprised  by  its  growth  spurt,  particu- 
irly  among  corporate  buyers.  "Having 
ought  one  or  two  times,  they  find  they 
eed  better  service — or  may  not  need 
he  extra  features  of  an  IBM  or  Compaq 
lachine,"  says  Elizabeth  Montgomery,  a 
omputer  market  researcher  at  Britain's 
nteco.  "They  just  need  something  reli- 
ble,  and  Dell  fits  the  bill." 
HRECT  PITCH.  To  get  doubting  European 
uyers  to  give  its  PCs  a  try,  Dell  waged 
n  intense  "education  program" — really 

series  of  ads  in  computer  magazines 
nd  direct  mailings  throughout  Britain 
nd  the  Continent.  The  campaign,  print- 
d  in  seven  different  languages, 
tressed  Dell's  reputation  for  quality, 
ervice,  and  price.  The  tagline  in  most 
ds:  "It's  Best  to  Be  Direct." 

Perhaps  most  important,  Dell  has 
lade  good  on  its  promises  of  superior 
ervice — delighting  European  consumers 


DELL'S  EUROBOOM 
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who  have  grown  used  to  long  delays  and 
ineffective  service  calls.  "We  had  deliv- 
ery in  about  two  days,"  says  Tim  Demp- 
sey,  deputy  computer  manager  of  Lon- 
don's nonprofit  Institute  of  Directors. 
"Every  month,  we  get  a  call  from  Dell 
to  make  sure  that  everything  is  all  right. 
I've  never  heard  of  anything  like  it." 

For  Dell,  the  pickings  have  been  best 
on  the  Continent,  where  PC  prices,  set  by 
European  companies  such  as  Groupe 
Bull's  Zenith  Data  Systems  and  Olivetti, 
were  double  those  in  the  U.  S.  As  Dell 
has  swept  into  Germany,  France,  Swe- 
den, Italy,  the  Netherlands,  and  Finland, 
rivals  have  had  to  slash  their  prices. 
Even  IBM  and  Apple,  which  sell  through 
expensive  dealer  networks  that  Dell 
doesn't  use,  were  vulnerable.  Dell  is  still 
puny  by  comparison,  but  its  share  of  the 
Western  European  PC  market  has  dou- 
bled, to  around  1.2%,  in  the  past  couple 
of  years,  figures  Data- 
quest  Inc.  In  the  mean- 
time, market  leader  IBM 
slipped  to  IT/c  from  21%'  in 
1990. 

Now,  Dell  would  like  to 
present  a  more  unified 
face  to  European  custom- 
ers. One  goal  is  a  single, 
Continentwide  price.  An- 
other is  guaranteed  five- 
day  delivery,  which  isn't 
yet  possible  in  every  mar- 
ket. Based  on  Dell's  experi- 
ence so  far,  Harris  urges 
other  U.  S.  companies  to 
dive  in.  "Dell  is  sort  of  a  beacon,"  he 
says.  That  may  be  overstating  it  a  touch. 
But  considering  that  most  people  dis- 
missed Dell  when  it  arrived,  he  can  be 
excused  for  beaming. 


TOYS  'R'  US:  MAKING 
EUROPE  ITS  PLAYPEN 


It's  one  thing  to  move  into  a  new 
market  and  encounter  skeptical  sup- 
pliers or  dubious  distributors.  But 
when  Toys  'R'  Us  Inc.  announced  plans 
to  open  its  first  German  store  in  1987,  it 
got  an  unusually  strong  dose  of  outright 
hostility.  Some  German  toymakers,  fear- 
ing Toys  'R'  Us's  hard-sell  tactics  would 
squeeze  their  high  profits,  refused  to 
sell  to  the  retail  giant.  At  the  same  time, 
many  small  toy  retailers  warned  parents 
about  the  dangers  of  Toys  'R'  Us's  self- 
service  approach,  which  didn't  provide 
"experts,"  as  they  did,  to  explain  the 
intricacies  of  jungle  gyms  and  other  po- 
tentially dangerous  toys.  "They  predict- 
ed our  demise,"  remembers  Larry  D. 
Bouts,  president  of  Toys  'R'  Us's  inter- 
national division.  "They  said  new  things 
don't  work." 

They  were  wrong.  Thanks  to  unprece- 
dented selection,   low  prices,  and  an 


THE  MORE 
THE  MERRIER 


American-style  advertising  assault,  Toys 
'R'  Us's  European  revenues  are  climbing 
at  triple  the  growth  rate  of  total  sales 
and  are  headed  for  $800  million  in  the 
fiscal  year  ending  Feb.  3.  Starting  with 
just  five  stores  in 
1985,  the  retailer 
now  has  76  and 
counting  (chart). 

The  key:  get- 
ting Europeans  to 
buy  toys  for  chil- 
dren anytime,  not 
just  Christmas. 
Year-round  ads 
emphasize  both 
Toys  'R'  Us 
stores'  size  and 
their  low  prices. 
They  also  trum- 
pet   a  ground- 
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breaking  "no  quibble"  return  policy. 

In  Germany,  advertising  year-round 
did  more  than  raise  Toys  'R'  Us's  pro- 
file. The  company's  ads  forced  hide- 
bound retailers  to  drop  their  modest 
Christmas-only  advertising  policy.  The 
industry's  new  12-month  ad  blitz  has 
helped  increase  the  German  toy  market 
by  50%  since  1987,  to  $4  billion.  "We  got 
just  a  quarter  of  that  increase,"  says 
Arnt  Kloser,  managing  director  of  Toys 
'R'  Us  in  Germany.  "In  the  end,  every- 
one benefited." 

FREE  RIDE.  Toys  'R'  Us's  booming  sales 
have  been  a  boon  for  some  of  the  Ger- 
man toymakers  that  didn't  shun  the 
American  upstart.  Toys  from  companies 
such  as  Marklin  and  Cosmos  are  show- 
ing up  in  Toys  'R'  Us  stores  across  Eu- 
rope and  may  soon  appear  in  the  U.  S.,  if 
they  can  be  produced  in  the  volume  that 
the  chain  requires.  A  few  German  manu- 
facturers are  getting  a  free  ride  into  the 
hard-to-crack  Japanese  market,  thanks 
to  Toys  'R'  Us's  hard  work  in  establish- 
ing outlets  there  (BW — Dec.  9). 

Toys  'R'  Us  is  likely  to  have  a  leveling 
effect  on  European  toy  prices,  which  can 
be  twice  as  high  in  one  country  as  in 
another.  The  Paramus  (N.J.)  company 
now  buys  from  distributors  in  each  Eu- 
ropean country,  suffering  the  same  price 
variances  as  consumers.  But  it  should  be 
able  to  find  Europewide  sources  when 
market  barriers  fall. 

The  Toys  'R'  Us  revolution  is  a  long 
way  from  over.  On  the  way  to  a  goal  of 
300-plus  European  stores,  it  recently 
opened  its  first  Eastern  European  out- 
let— in  Leipzig — last  October.  "We  had 
35,000  visitors — our  biggest  grand  open- 
ing," says  Kloser.  "With  only  60%-  or 
70%'  of  the  buying  power  of  the  West, 
these  people  showed  they're  willing  to 
buy  toys  for  their  kids  before  they  got  a 
new  coat  for  mom  and  pop." 

By  Patrick  Oster  in  Zaventem  and 
Brussels.  Belgium,  and  Cologne,  Germany, 
with  Igor  Reichlin  in  Karlsruhe,  Germany 


Hughes  technology 


TELECOMMUMCATIONS 
Hughes  provides  a  full  revise  of  products 
and  services,  including  satellites, 
terniincils.  and  business  cuul  local  area 
cnnipulcr  fU'tH'orks 


TRANSPORTATION 
Hughes  is  developing  the  power 
electronics  for  (7.1/ V  >ieiv  electric  car 


TRANSPORTATION 
Hughes  commercial  air 
traffic  control  systems proi  ide  the  most 
advanced  automated  technology:  to 
meet  worldwide  custcmier  needs 


A  GM  Hughes  Electronics  Company       For  more  intormation  call  (213)  568-6838/5839 


is  good 


for  business. 


Sophisticated  electronics  systems  from  Hughes  have 
played  a  leading  role  in  defense  electronics.  And  as 
we  diversify  our  extensive  electronics  experience  is  playing  an 
increasing  role  serving  customers  in  the  commercial  arena. 

Already,  Hughes  has  reached  many  new  commercial 
markets.  Among  them  are  the  following; 


TELECOMMUNICATIONS 
Satellite  Communications 
Private  Business  Networks 
Digital  Cellular  Communications 
Mobile  Communications 
Packet  Switching 


TRANSPORTATION  SYSTEMS 
Automotive 
Traffic  Management 
Rail  Transportation 
Maritime  Management 
Air  Traffic  Control 
Airport  Integration 


COMMERCIAL  AVL\TION 
Flight  Simulators 
Landing  Aid  Radar 
Aircraft  Video  & 
Cabin  Management  Systems 


ENTERTAINMENT 
Audio  Products 
Projection  Television  Systems 
Leisure  Simulation  Systems 


Our  diversification  into  new  markets  is  reflected  by  our 
growth  in  commercial  sales,  which  has  shown  a  cc^mpound 
annual  growth  rate  of  22%  from  1986  to  1990.  And  we  will 
continue  to  grow  at  about  this  rate  through  the  mid-1990s. 

Hughes  technology.  Good  for  business. 


COMMERCIAL  AVIATION 
Hughes'  visual  systems  and  full-Jlight 
simulators  provide  the  most  realistic 
flight  training  possible. 


ENTERTAINMENT 
Hughes' Sound  Retrieval  Systems  create 
astonishing  3-D  home  audio  realism. 
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MERCEDES  FINDS  OUT 
HOW  MUCH  IS  TOO  MUCH 


With  buyers  reeling  from  sticker  shock,  it's  remodeling  marketing 


What's  the  difference  between 
$90,000  and  $47,000?  Quite  a 
lot,  even  in  the  rarefied  world 
of  Mercedes-Benz  connoisseurs. 

Take  Maire  McAuliffe,  a  San  Francis- 
co neurologist  who  has  been  driving  a 
Mercedes  since  1963.  When  she  went 
shopping  a  year  ago  to  replace  her  aging 
convertible,  McAuliffe  found  that  Mer- 
cedes' new  model  was  priced  at  $90,000, 
with  tax.  "It  was  a  total,  unadulterated 
rip-off,"  says  McAuliffe.  "My  conscience 
would  not  allow  me  to  buy  it."  So  she 
went  out  and  bought  a  used  1987  Mer- 
cedes for  $47,000  instead.  She  says  the 
experience  has  weakened  her  devotion  to 
the  106-year-old  German  carmaker.  "If 
Lexus  made  a  convertible,"  she  says. 


on  to  its  position  as  the  crown  jewel  of 
imported  motor  cars.  At  its  North  Amer- 
ican headquarters  in  Montvale,  N.  J.,  ex- 
ecutives are  overhauling  their  marketing 
strategy  from  bumper  to  bumper.  The 
goal:  To  convince  U.  S.  consumers  that  a 
Mercedes  is  still  worth  every  penny, 
even  if  it  costs  a  good  deal  more  than 
rivals  such  as  Japan's  Lexus  and  Infiniti. 
"We're  making  major  changes  in  man- 
agement philosophy,"  says  Michael 
J.  Jackson,  who  became  the 
first  American  to  run 
U.  S.  marketing  in 
July,  1990. 


emphasizing  that  its  cars'  superior  safe- 
ty record  and  high  resale  prices  repre- 
sent value  for  the  money  they  command. 
Recent  McCaffrey  ads  sound  some  of 
these  themes,  but  Jackson  says  they 
could  be  strengthened.  He  also  wants  to 
tailor  the  message  more  to  local  market 
conditions.  So  Mercedes  recently  set  up 
separate  marketing  offices  in  four  geo- 
graphic regions.  The  carmaker  will  set- 
tle on  an  agency  by  February. 
STARTER  SEDAN.  Just  as  important,  Mer- 
cedes has  taken  its  first  step  to  rein  in 
prices.  This  year,  it  is  rolling  out  a  mid- 
size sedan  intended  to  sell  only  in  the 
price-conscious  U.  S.  market.  The  400E 
offers  consumers  a  sprightly  V8  engine 
and  amenities  such  as  burl-walnut  interi- 
or trim.  But  Jackson  says  that  at  a  price 
of  $55,800,  it  will  compete  for  BMW, 
Lexus,  and  Infiniti  buyers. 
Most  people  agree  that  Mercedes  still 
has  an  engineering  edge. 
But  with  its  sky- 
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"I  would  have  bought  it  instead.  " 

At  a  time  when  the  recession  is  pinch- 
ing even  wealthy  consumers,  Mercedes' 
stratospheric  prices  seem  as  out  of  tune 
with  the  Zeitgeist  as  Donald  Trump's  Taj 
Mahal.  Add  the  effects  of  a  hefty  U.  S. 
luxury  tax  and  the  dollar's  weakness  rel- 
ative to  the  mark,  and  it's  little  wonder 
Mercedes  has  been  particularly  hard  hit. 
In  1991,  U.  S.  unit  sales  plunged  24'/^,  to 
58,869  (chart).  That's  quite  a  contrast  to 
the  recession  of  1982,  which  barely  af- 
fected Mercedes'  performance. 

Now,  Mercedes  is  struggling  to  hold 


AiiiDiig  Jackson's  top  priorities  is 
pumping  up  Mercedes'  advertising.  Mer- 
cedes recently  put  its  $90  million  adver- 
tising account  up  for  review.  The  move 
stunned  Madison  Avenue  because  the 
carmaker's  longtime  agency,  McCaffrey 
&  McCall  Inc.,  made  Mercedes  virtually 
synonymous  with  peerless  engineering. 
The  agency's  theme,  "Engineered  like  no 
other  car  in  the  world,"  was  reinforced 
in  a  succession  of  stylish  ads. 

Jackson  won't  discuss  the  specifics  of 
the  review.  But  he  says  Mercedes  has  to 
buttress  the  engineering  message  by 


high  prices,  ad  executives  and  industry 
analysts  question  whether  consumers 
are  willing  to  pay  up,  even  for  a  first- 
rate  product.  Take  the  flagship  line,  the 
upgraded  S-class,  which  is  priced  about 
207f  higher  than  the  1991  models.  The  S 
cars  start  at  $69,400,  with  the  top-of-the 
line  600SEL  going  for  $127,800. 

By  contrast,  the  most  expensive  BMW^ 
sedan,  the  750iL,  lists  for  $76,500,  whik 
a  fully  loaded  Infiniti  Q45  costs  $47,000 
The  putatively  bargain-priced  400E  is 
still  $8,800  more  than  the  Q45.  Says  Su 
san  Jacobs,  president  of  consultant  Ja 
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Coping  with  Unexpected  Growth. 


Growth  is  great. 

It's  what  every  business  scratches,  digs  and  sweats  for. 
But  It  can  present  problems  If  you're  not  ready  for  It.  To 
handle  the  fruits  of  your  labor,  you  need  to  plan  ahead.  And 
one  of  Minolta's  small  business  copiers  would  be  an  excellent 
place  to  start. 

In  addition  to  being  compact,  easy  to  operate  and  load, 
they  can  give  you  the  kinds  of  things  that  help  any  growing 
business  keep  up. 

Like  complete  sets  of  copies  (without  expensive  sorting 
attachments).  Cartridge  loading,  interrupt  capability  (which 


allows  you  to  jump  in  and  make  a  quick  copy  even  in  the 
middle  of  a  long  job).  A  50-200%  zoom  range.  And  an 
optional  no-risk  warranty. 

So  If  you  want  a  copier  that  will  allow  you  to  be  ready 
for  whatever  crops  up,  call  1-800-9 -MINOLTA. 


ONtr  FROM  THE  MIND  OF  MINOLTA    MINOLTA 


Stcindard  &  Poor's  CreditWire,  from  McGraw-Hill.  Serving  the 
world's  capital  markets,  Standard  &  Poor's  is  the  pre-eminent 
ratings  agency.  And  without  question,  this  new  electronic 
information  service  is  the  best  way  to  acquire  the  latest  ratings 
nevv's  and  analysis  on  the  $1.5  trillion  bond  market. 


At  McGraw-Hill,  being  first 
is  almost  second  nature. 


e 


limn 


CHIEF  EXECUTIVES  I 


THIS  'BARRACUDA' 
IS  STILL  ON  THE  ATTACK 


Ex-U.S.  Steel  cliief  Thomas  Graliani  has  a  lot  of  fight  left  in  him 


cobs  Automotive:  "If  a  person  had  to 
drop  out  of  the  S-class,  they'd  be  more 
likely  to  go  to  a  top-of-the-liiie  Lexus 
than  a  midrange  Mercedes." 

Indeed,  some  ad  executives  say 
McCaffrey  is  the  scapegoat  for  a  sales 
decline  that  stems  from  sticker  shock. 
Says  one  executive  with  ties  to  the  ac- 
count: "I  doubt  there  is  an  advertising 
idea  in  the  world  that  can  combat  that." 

Jackson  insists  the  price  can  be  justi- 
fied. The  S-class  models,  for  example, 
come  with  double-glazed  side  windows  to 
reduce  noise  and  doors  that  automatical- 
ly shut  tight  if  left  ajar.  Even  rivals 
concede  such  technical  prowess:  "Mer- 
cedes is  still  the  gold  standard,"  says 
William  R.  Bruce,  general  manager  of 
Nissan  Motor  Co.'s  Infiniti  division. 
EASY  TARGET.  The  trouble  is,  admiration 
hasn't  stopped  competitors  from  claim- 
ing near-parity  in  engineering  or  an 
edge  in  delivering  value.  Some  of  them 
are  even  poking  fun  at  Mercedes'  high- 
brow approach.  In  a  new  TV  spot  for  a 
Pontiac  dealer  group,  a  German-accent- 
ed narrator  extols  Mercedes  as  a  car 
zooms  across  the  screen.  In  the  final 
frame  it  becomes  clear  that  the  car  is 
actually  a  Pontiac  Grand  Am.  "For 
$80,000  less,"  he  intones,  "you  can  have 
the  car  you've  been  watching  in  this 
commercial."  And  in  an  ad  for  Infiniti, 
actor  Michael  Douglas  sneers  that  the 
silky-smooth  Q45  "has  the  Germans 
shaking  in  their  lederhosen." 

Still,  for  Mercedes  even  to  acknowl- 
edge competition  is  a  big  change.  Jack- 
son concedes  that  until  now,  the  compa- 
ny had  marketed  its  cars  with  little 
regard  for  the  changing  marketplace. 
One  big  Mercedes  dealer  believes  this  is 
why  the  advertising  has  failed  to  justify 
the  car's  price:  "Some  of  the  blame  has 
to  fall  on  the  management  at  Mercedes- 
Benz,"  says  Morton  J.  Zetlin,  who  owns 
a  dealership  in  Arlington,  Va.  "They're 
the  ones  who  picked  the  ads  out." 

Dealers  hope  that  Jackson  will  see 
things  from  their  perspective.  For  one 
thing,  he  used  to  own  a  hot  Mercedes 
dealership  in  Bethesda,  Md.,  and  served 
as  chairman  of  the  Mercedes  National 
Dealer  Council  for  two  years.  Even  bet- 
ter, Jackson  also  sold  Acuras,  the  Japa- 
nese luxury  line  from  Honda  Motor  Co., 
so  he  knows  about  his  new  competitors. 

But  so  long  as  Mercedes  sticks  to  its 
prices,  Jackson  may  need  more  than 
salesmanship  to  lure  consumers  back. 
Even  he  doesn't  expect  Mercedes  to  re- 
gain its  peak  sales  of  9;t,000  cars  in  1986. 
He'd  like  to  sell  60,000  to  70,000  a  year. 
And  he  admits  that  revamping  Mer- 
cedes' marketing  may  not  pay  dividends 
for  a  while:  "Now,  we're  walking.  Some- 
day, we'll  run."  Quite  an  admission  for  a 
carmaker  that's  used  to  leaving  every- 
one else  in  the  dust. 

/>'//  Mark  Landhr  in  Montva/e,  X.J. 


They  called  him  "the  smiling  barra- 
cuda." During  his  stormy  eight- 
year  tenure  as  president  of  U.  S. 
Steel  Group,  Thomas  C.  Graham's  re- 
lentless cost-cutting  and  push  for  pro- 
ductivity gains  turned  the  once-endan- 
gered steelmaker  into  the  industry's  top 
major  producer.  Wall  Street  loved  him, 
but  that  wasn't  enough  to  save  his  job. 
In  late  1990,  Graham  was  removed  as 
president  and  given  the  ceremonial  title 
of  vice-chairman  of  parent  company  us.x 
Corp.  Eight  months  later,  he  was  gone. 

But  Graham,  64,  is  still  baring  his 
teeth  in  the  steel  industry.  A  workaholic 
with  few  interests  outside  the  office, 
Graham  quickly  landed  a  job  fixing  little 
Washington  Steel  Corp.,  a  troubled 
stainless  steel  producer  with  $450  million 
in  sales.  Graham  may  be  working  in 
Washington,  Pa.,  far  from  the  spotlight 
that  shined  on  him  at  USX  in  Pittsburgh, 
but  his  agenda  hasn't  changed.  He's  out 
to  prove  that  with  a  dose  of  discipline, 
any  steelmaker  can  profit  and  grow. 

Graham's  sterling  career  began  to 
melt  down  in  October.  1990,  when  usx 
Chairman  Charles  A.  Corry  casually 
dropped  by  his  office  on  the  61st  floor  of 
the  isx  Tower.  "We're  going  to  make 
you  a  vice-chairman,"  Corry  said.  Gra- 
ham was  stunned.  In  Graham's  place, 
Corry  put  his  own  protege  and  Satur- 
day-morning tennis  partner,  Thomas  J. 
Usher,  49.  Stripped  of  operating  duties, 
Graham  "paced  in  his  office  and  stared 
out  his  window  a  lot,"  says  Ileen  Kelly, 
his  now-retired  secretary.  For  the  first 
time  in  his  long  career,  he  was  "power- 
less and  lonely,"  says  a  friend. 
■PRAYER  MEETINGS.'  It  didn't  take  him 
long  to  decide  that  coasting  into  retire- 
ment at  65  was  intolerable.  "If  I  can't 
get  my  hands  on  something.  I'm  very 
difficult  to  live  with,"  Graham  explains. 
He  doesn't  hunt  or  fish.  And  though  usx 
executives  gave  him  a  set  of  golf  clubs 
when  he  left,  Irene,  his  wife  of  43  years, 
can't  drag  him  out  on  the  course.  When 
she  does,  she  wins.  "His  hobby  is  his 
work,"  says  his  son,  Thomas  Graham 
Jr.,  director  of  product-and-process  tech- 
nology at  rival  National  Steel  Corp. 
"There's  no  way  he'll  ever  retire." 


Some  folks  at  Washington  Steel  prob- 
ably wish  he  would.  The  barracuda  is 
charged  with  dressing  up  the  company 
for  sale,  and  his  employees  are  getting  a 
taste  of  vintage  Graham  leadership.  He 
has  instituted  what  became  known  at 
USX  as  his  monthly  "prayer  meetings." 
These  are  sessions  during  which  Gra- 
ham grills  midlevel  managers.  He  also  is 
getting  to  know  Washington's  custom- 


ASTEELSTALWARrSRx 
FOR  AINERICAN  STEEL 


J  PRICES 


Don't  complain  about  falling  prices —  use  th 
as  an  advantage  to  sell  mbre.  Market  steel  a 
bargain,  compared  with  aluminum  and  plasti 
for  everything  from  cars  to  microwaves 


PRODUCTIVITY 


Redouble  efforts  to.  increase  pi-oductivity  ar 
cut  costs,  but  not  by  spending  freely  on  new 
mills.  Instead,  squeeze  more  steel  out  of  olc 
equipment;  spend  on  essential  modemizatic 


J  LABOR  [ 


Too  often  management  has  given  away  the 
store.  When  some  contract  negotiations  ge; 
up  in  1993,  play  hardball— even  if  it  means  1 
ing  a  strike 


PRODUCT    MIX  I 


Don't  concentrate  so  much  on  narrow  spec 
markets.  Big  integrated  producers  shouldn' 
run  from  commodity  markets  where  they  c 
pete  on  cost.  Cut  costs  and  reclaim  market; 

DATA:  BW 


ers  one-on-one.  That's  how  he  gathers 
intelligence  about  his  own  company — 
and  prevents  senior  managers  from  try- 
ing to  snow  him.  It's  paying  off.  As  of 
the  new  year,  Washington's  annual  pro- 
duction is  up  to  220,000  tons,  a  207'  rise 
in  Graham's  first  five  months. 

The  increases  were  essential.  Last 
July,  Washington's  banks  created  a  hold- 
ing company  and  took  it  into  bankruptcy 
to  stave  off  a  Chapter  11  filing  by  the 
steel  unit.  The  private  outfit  doesn't  re- 
lease profits,  but  Washington  Steel's 
outlook  is  good  enough  now  that  the 
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Iiolding'  company  will  likely  emerge  from 
bankruptcy  this  winter.  With  revenues 
expected  to  rise  97^,  to  $450  million,  by 
June,  many  employees  welcome  Gra- 
ham, despite  his  reputation.  "I'd  be  lying 
if  I  didn't  say  people  here  were  appre- 
hensive about  Tom,"  says  Chief  Finan- 
cial Officer  Mark  G.  Essig.  "But  he's 
l)rought  stability  and  focus." 
PRESSURE  TACTICS.  Graham's  hai'd-driv- 
ing  ways  won  him  few  friends  at  USX, 
though.  Union  friction  was  predictable, 
but  even  many  white-collar  workers 
:hafed  at  his  methods.  Graham  applies 
unrelenting  pressure  to  improve  quality 
and  costs  in  the  mills.  He  doesn't  buy 
bhe  widely  held  notion  that  things  will 
improve  when  prices  rise  from  the  cur- 
rent 1981-82  levels — a  rise  he  isn't  even 
sure  will  happen.  Instead,  he  thinks  steel 
companies  should  make  money  even  in  a 
downturn  by  lowering  breakeven  levels. 

Graham  also  blasts  industry  members 
for  rushing  out  to  buy  expensive  tech- 
nology. Inland  Steel  Co.  has  poured 
nearly  $2  billion  into  its  high-tech  mills 


titled,"  Gi'ahaui  growls.  "I  would  liave 
been  a  more  formidable  adversary." 
Graham's  hard  line  with  the  unions,  in- 
siders say,  was  one  reason  Corry  wanted 
him  replaced.  USX  officials  declined  to 
comment  for  this  story. 

Tangling  with  union  leaders  was  hard- 
ly what  Graham  expected  when  he  en- 
tered the  steel  business  in  1947.  The  son 
of  a  grocer  and  a  part-time  schoolteach- 
er in  Greensburg,  Pa.,  he  joined  Jones  & 
Laughlin  as  a  draftsman  with  a  modest 
goal  of  one  day  becoming  chief  engineer. 
Graham  quickly  rose  to  head  the  whole 
engineering  department,  building  an  en- 
cyclopedic knowledge  of  steel-mill  equip- 
ment worldwide.  He  became  CEO  of  J&L, 
by  then  a  unit  of  LTV  Corp.,  in  1975. 

Combative  and  irreverent,  Graham 
had  no  patience  for  corporate  bureaucra- 
cy. He  objected  so  aggressively  to  Chair- 
man Raymond  A.  Hay's  frequent  med- 
dling in  the  steel  business  that  current 
Chairman  David  H.  Hoag,  then  a  divi- 
sion president,  remembers  having  to 
step  between  the  two  executives  during 


Dut  is  still  losing  money.  Graham  insists 
:hat  producers  should  squeeze  more  pro- 
luctivity  from  the  equipment  they  al- 
■eady  have.  At  usx,  he  demanded  that 
ts  huge  Gary  Works  in  Indiana  boost 
lot  mill  output  by  257.  Operators  balked 
it  first  but  met  the  goal  within  a  year. 

The  latest  steel  labor  pacts  are  anoth- 
(r  example  of  failed  management,  he 
■ontends.  USX  last  February  granted 
vorkers  a  rich  contract  that  hiked  labor 
osts  317  over  three  years.  Other  major 
■teelmakers  were  just  as  lenient.  "They 
nade  labor  agreements  that  can't  be  jus- 


heated  arguments.  "I  threatened  to  quit 
about  once  a  week,"  Graham  says. 

Paper-shuffling  bugged  him  most.  A 
classic  example:  At  Hay's  request,  the 
consulting  firm  Booz,  Allen  &  Hamilton 
Inc.  designed  an  annual  planning  study 
to  be  completed  by  each  LTV  division. 
Graham  doubted  LTV  headquarters  staff 
in  Dallas  bothered  reading  the  two-inch- 
thick  reports.  So  the  second  year,  he 
slapped  a  new  cover  sheet  on  the  origi- 
nal and  sent  that  to  Dallas.  There  was 
no  response.  The  third  year,  he  sent  in 
the  original  report  again,  with  blanked- 


(jut  sections  in  the  middle.  "No  one  ever 
said  a  word,"  he  snickers. 

When  then-USX  Chairman  David  M. 
Roderick  approached  him  in  1983,  Gra- 
ham jumped  at  the  offer  to  become  pres- 
ident of  U.  S.  Steel.  The  challenge  was 
enormous.  As  an  outsider,  Graham 
found  the  rigid,  hidebound  U.  S.  Steel 
management  in  denial.  Although  losses 
hit  $850  million  during  his  first  year, 
most  managers  refused  to  believe  they 
ran  the  highest-cost,  least-profitable 
steelmaker.  "There  was  no  sense  of  im- 
pending doom,"  says  Graham. 

He  took  care  of  that.  In  his  drive  to 
increase  productivity,  he  slashed  U.  S. 
Steel's  work  force  by  737,  lowering  the 
number  of  hours  per  employee  it  took  to 
produce  a  ton  of  steel  by  667  .  Graham 
was  constantly  at  odds  with  the  unions, 
and  in  1986  he  withstood  a  nasty  six- 
month  strike.  He  still  has  a  union  maga- 
zine cartoon  that  shows  him  sitting  up  in 
his  coffin  barking  at  the  pallbearers:  "If 
you'd  put  this  thing  on  wheels,  we  could 
get  rid  of  six  jobs."  But  cutbacks  were 
no  laughing  matter.  "I  did 
a  lot  of  violence,"  Graham 
says.  "Had  I  not  done  it, 
there  are  20,000  people  em- 
ployed today  at  U.  S.  Steel 
who  wouldn't  have  jobs." 
IRRELEVANT.  Problem  was, 
Corry — who  replaced  Rod- 
erick in  1989 — was  no  fan 
of  the  steel  business.  He 
preferred  USX's  big  oil  and 
gas  units.  Moreover,  finan- 
cier Carl  C.  Icahn,  who 
held  13''  of  the  company's 
stock,  was  pressuring  man- 
agement. Graham,  the 
steel  operator,  was  quickly 
becoming  irrelevant  in  a 
company  that  was  reliant 
on  energy  for  two-thirds  of 
its  revenues.  Corry  decided 
to  sell  the  steel  unit  in 
1990,  and  Graham's  last 
hurrah  was  a  worldwide 
search  for  a  buyer.  Insid- 
ers say  that  when  U.  S. 
Steel's  sheer  size — $5.5  bil- 
lion in  sales  last  year — and 
potential  antitrust  prob- 
lems prevented  a  sale, 
Corry  figured  Usher — himself  a  25-year 
steel  veteran — would  be  a  less  conten- 
tious caretaker  than  Graham. 

Sitting  in  his  ground-floor,  mauve-car- 
peted office  at  Washington,  Graham 
says  he  doesn't  miss  the  perks  of  a  big 
corporate  job.  He's  angry  he  wasn't  al- 
lowed to  finish  what  he  started  at  USX, 
but  for  an  operator,  turning  around  any 
kind  of  company  is  a  nice  challenge. 
"It's  how  I  get  my  kicks,"  Graham  says. 
And  for  a  44-year  steel  veteran,  fixing 
Washington  beats  retiring  to  the  links. 
By  Michael  Sc/noecler  i/i  Pittsbingh 
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Small  Business 


LAYING  OFF  THE  LAYOFFS 
IN  LEAN  TIMES 


It  doesn't  take  any  brains 
to  fire  people,"  says  Leon 
Danco,  a  Cleveland  man- 
agement consultant.  And  like 
heads  of  the  family-owned  or 
privately  held  businesses  he 
advises,  Danco  is  seeking  al- 
ternative ways  to  help  compa- 
nies survive  in  tough  times. 
Large  corporations  can  take  a 
broad,  impersonal  approach  to 
cost-cutting  via  wholesale  fir- 
ings. But  smaller  ones  often 
consider  employees  part  of 
the  family — and  a  wave  of 
dismissals  can  be  so  demoral- 
izing as  to  cripple  a  company. 

So  rather  than  firing,  some 
CEOs  are  hiring — bringing  in 
executives  or  consultants  to 
find  other  ways  to  trim  costs. 
The   solutions   are  varied. 
Rodger  Owen,  CEO  of  the  125- 
employee  Bucks  County  Nut 
&  Coffee  Co.  in  Langhorne, 
Pa.,  takes  what  he  says  is  a 
modest  salary  to  plow  more 
into  the  business.  Others  have 
successfully  appealed  to  lend- 
ers and  suppliers  for  extended 
payment  tei-ms. 
NARROW  NICHES.  Many 
smart  companies  are  ze- 
roing in  on  a  single  area 
with  the  most  profit  po- 
tential, says  consultant 
Wendy  Felson  of  the 
Wilkerson  Group,  which 
works  with  phar- 
maceutical makers. 
"A  client  may  have  a 
product  that  can  treat 
many  diseases,  one  of 
which  has  a  $500  million 
potential,"    she  says. 
"But  if  20  rivals  are  aim- 
ing products  at  that  disease, 
it's  better  to  focus  on  a  mar- 
ket with  less  competition." 

The  approach  can  work  in 
any  field.  Howard  and  Sheila 
Geltzer,  who  employ  20  people 
at  Geltzer  &  Co.,  a  Manhattan 
public  relations  firm,  recently 
refocused  the  business.  "Our 
eyes  are  on  profitability,  not 


Group,  found  it  "not  too  dif- 
ficult" to  obtain  rent  conces- 
sions from  landlords  of  the 
chain's  37  Morton's 
of    Chicago  and 
Peasant  restaurants. 
He  promptly  put  the 
savings  into  extra  em- 
ployee-training pro- 
grams to  reduce  turn- 
over, a  costly  problem. 
At  Sea  Watch  Interna- 
tional in  Easton,  Md.,  Presi- 
dent Michael  Burns  says  the 
recession  has  helped  his  pro- 
cessed-seafood  business  reach 
$75  million  in  sales  as  chefs 
replaced    expensive  menu 
items  with  such  Sgs.  Watch 
products  as  clam  strips.  Still, 
to  keep  500  employees  work- 
ing, he's  trimmed  costs. 

PREEMPTIVE  STRIKE. 

Burns  used  an  engi- 
leering  consultant  to 
find  how  to  cut  water 
usage  at  the  compa- 
nv's  three  plants  by 
100,000  gallons  a 


expansion  like  in  the 
'80s,"  says  Sheila 
Geltzer.  Back  then,  the  agen- 
cy sought  growth  by  offering 
offices  to  independent  practi- 
tioners who  provided  ancillary 
services.  Now  it  has  cut  the 


ties  to  the  specialized  divi- 
sions to  concentrate  on  its  PR 
business  with  such  clients  as 
Sony  and  Black  &  Decker.  In 
the  process,  a  third  of  its  of- 
fices were  left  vacant.  The 
Geltzers  asked 
the  landlord  to 
take  back  the  space — 
and  he  agreed.  "The  rent  re- 
duction is  quite  a  help  to  the 
bottom  line,"  Geltzer  says. 

Allen  Bernstein,  president 
of     Quantum  Restaurant 


day.  "The  savings  paid  back 
his  fee  in  less  than  a  month," 
he  crows.  And  Burns  looks  to 
save  perhaps  $50,000  a  year 
from  a  seemingly  minor 
change  in  the  company's  self- 
insured  health  plan:  Employ- 
ees who  require  constant 
medication  now  purchase 
drugs  via  low-cost  mail  order 
rather  than  from  a  pharmacy. 
Another  executive  looking 
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PERSONAL  BUSINES 


BEFORE  THE  PINK  SLIPS  GO  OUT 


r  creative  ways  to  tij^hten 
penses  is  John  Bush,  ci-X)  of 
nwood  Mining  &  Minerals 

Davenport,  Iowa.  Along 
th  paring  bonuses  ("careful- 
,  so  people  don't  think 
u're  cheap"),  he  hired  a 
fety  director  and  a  human 
sources  director.  The  move 
preemptive:  Facing  stricter 
vironmental  and  occupa- 
inal  regulations,  he  believes 
e  execs  will  ward  off  gov- 
nment  fines  or  costly  suits 

employees  or  retirees  in  an 
a  when  every  dollar  counts. 
Danco,  whose  Center  for 
imily  Business  seminars 
ve  helped  executives  such 

Bush,  warns  private-busi- 
ss  owners  not  to  act  hastily: 
L  guy  under  economic  pres- 
re  mav  decide  to  bite  the 


►  Place  employees  on  tcnipcjrary  leave  and  continue  to 
pay  benefits  as  a  good-faith  measure 

►  See  if  other  local  businesses  can  use  a  valuable  employ- 
ee part-time  until  he  or  she  can  return  to  your  payroll 

►  Create  a  flex-time  arrangement  that  uses  workers 
when  the  need  is  greatest,  to  reduce  overtime  costs 

►  Rent  out  unused  offices  or  excess  warehouse  space  to 
other  companies  or  entrepreneurs 

►  Ask  landlords  for  rent  reductions,  and  lenders  and  sup- 
pliers to  extend  payment  terms 


bullet  and  make  a  move  with- 
out considering  the  long- 
range  effects."  Slashing  the 
payroll  can  provide  immediate 
savings  but  may  disrupt  new- 
product  development  or  de- 
stroy a  company's  reputation 
for  service.  And  if  the  reasons 
for  downsizing  aren't  dis- 


cussed openly,  workers  may 
develop  a  distrust  of  manage- 
ment that  will  affect  produc- 
tivity, adds  Nimish  Jhaveri  at 
Organization  Consultants  in 
Charlotte,  N.  C. 

He  cites  a  case  where  a  lei- 
sure-product maker  closed 
one  of  its  plants.  Employees 


at  others  began  slowing  down 
as  they  speculated  when  their 
own  jobs  would  end.  The  com- 
pany moved  to  quiet  fears  by 
detailing  the  heavy  financial 
commitment  it  was  making  to 
keep  each  facility  operating. 

Consultant  Richard  Ten 
Eyck  of  Denver's  Ten  Eyck 
Associates  agrees  the  times 
require  CEOs  to  speak  frankly 
if  people  must  be  let  go.  Em- 
ployees who  remain,  he  says, 
must  hear  something  like, 
"It's  regrettable,  but  by  doing 
this,  we'll  survive."  And  he 
stresses  that  real  morale 
problems  develop  if  owners 
who  consider  employees  part 
of  the  family  order  an  across- 
the-board  downsizing  that  hits 
almost  everyone — except  real 
familv  members.     Don  Dunn 


Hobbies 


IROWTH  RATE? 
ET'S  TALK 
IRCHIDS 


l^^Mhen  Texaco  CEO 
I^^V  James  Kinnear  and 

W^m  two  other  promi- 
nt  executives  took  a  few 
nutes  to  shoot  the  breeze  at 

meeting  on  education  re- 
rm,  they  didn't  talk  football, 
ilf,  or  the  economy.  Their 
pic  of  discussion  was  more 
)wery — orchids,  to  be  exact. 
Raising  and  collecting  or- 
ids  is  all  the  rage  among 
ecutives  and  other  hobby- 
;s,  who  derive  satisfaction 
d  serenity  from  coaxing  col- 
ful,  fragrant  blooms  out  of 
ese  mysterious  plants.  'With 
Dre  than  30,000  species,  each 
chid  seems  to  have 

unique  tempera- 
ent  and  beauty. 
ILCH  ADO.  But  for 
,  its  rewards,  the 
chid  habit  can  be 
ne-consuming,  cost- 
,  and  frustrating, 
le  day  you  might 
.ve  a  plant  that  ap- 
ars  to  be  thriving, 
id  the  next  day  it's 
ady  for  the  com- 
ist  heap.  So  if 
lu're  thinking  of 
king  up  the  hobby, 


Keith  Lloyd,  curator 
of  orchids  for  the 
New  York  Botanical 
Garden,  suggests 
starting  with  a  repu- 
table supplier  who 
can  help  you  solve 
care  and  feeding 
problems.  Then  pick 
a  plant  from  a  popu- 
lar genus  group,  such 
as  phalaenopsis,  cym- 
bidium,  or  cattleya. 

Major  orchid 
houses  are  located 
nationwide — and  many  ship 
plants  and  supplies.  They  in- 
clude Rod  McLellan,  South 
San  Francisco  (415  871-5655); 
Orchids  by  Hausermann,  Villa 
Park,  111.  (708  543-6855);  Or- 
chid World,  Miami  (305  271- 
0268);  and  Kensington  Or- 
chids, Kensington,  Md.  (301 
933-0036).  You  can  also  get  in- 
formation from  botanical  soci- 
eties and  at  orchid  shows. 

Caring   for  orchids  takes 


more  than  a  green  thumb. 
"It's  not  like  buying  petunias 
for  the  driveway,"  cautions 
veteran  hobbyist  Peter  Maida, 
an  executive  at  Better  Busi- 
ness Bureaus  in  Arlington, 
Va.  Orchids  require  specific 
light  and  humidity  levels  and 
are  easily  plagued  by  viruses 
and  insects  such  as  scale  and 
aphids.  "I  used  to  joke  I  was 
raising  aphids  and  I'm  pretty 
good  at  it,"  says  Malcolm 
Stamper,  retired  vice- 
chairman  of  Boeing. 
His  solution  was  a 
greenhouse  that  elec- 
tronically controls  cli- 
mate, watering,  and 
spraying. 

While  many  collec- 
tions begin  with  a 
gift,  the  hobby  can 
blossom  into  a  major 
expense.  Individual 
plants  range  from 
$20  to  thousands  of 
dollars  each  for  the 
most  exotic  varieties. 


A  $30  fluorescent 
light  might  do  at 
first,  but  your  invest- 
ment can  run  into 
tens  of  thousands  of 
dollars  when  your 
collection  outgrows 
the  bathtub  and  re- 
quires a  properly  ap- 
pointed greenhouse. 

For  those  not  in- 
clined to  fuss  with  cli- 
mate controls  and 
moisture  levels, 
boarding  services 
charge  about  $25  a  month  to 
pick  up  dormant  plants  and 
return  them  at  peak  bloom  a 
year  or  so  later.  Among  the 
hundreds  of  plants  in  McLel- 
lan's  greenhouse  "spas"  are 
cattleyas  that  get  moved  to  a 
crypt  when  they're  in  bloom. 
FLOWER  ALARM.  The  benefits 
of  collecting  orchids  can  be  as 
varied  as  the  blooms.  Stamper 
makes  a  "sporting  game"  of 
keeping  a  fragrant  orchid 
over  the  kitchen  sink  and  a 
half-dozen  blooming  plants  in 
his  hallway. 

For  one  collector,  an  orchid 
proved  to  be  a  danger  sign. 
Tom  Perlite,  owner  of  Golden 
Gate  Orchids  in  San  Francis- 
co, paid  a  house  call  on  a 
dendrobium  that  was  inexpli- 
cably drooping.  After  check- 
ing for  drafts  and  excess 
heat,  he  realized  the  plant 
was  suffering  from  exposure 
to  gas.  The  leak  got  fixed; 
both  the  plant  and  the  owner 
survived.  Alice  Cuneo 


t 


ersonal  Business 


Autos 


THIS  DODGE  IS 

A  DAREDEVIL'S  DELIGHT 


H 


it  the  gas  on  a  Dodge 
Viper  and  two  things 
happen:  The  car  leaps 
forward,  howhng  like  a  pos- 
sessed beast,  and  adrenahne 
surges  into  your  bloodstream. 

That  heart-thumping  expe- 
rience is  the  essence  of  Chrys- 
ler's new  $50,000  sports  ,car. 
It's  a  wild-looking  machine 
powered  by  a  brutish  V-10  en- 
gine and  capable  of  amazing 
high-speed  maneuvers.  Chrys- 
ler is  betting  Viper's  visceral 
allure  will  overshadow  the 
car's  many  impracticalities. 

Gearheads  will  love  the  six 
speed  Viper's  high  fun  quo 
tient.  With  400  horses  undei' 
the  hood,  it  zaps  to  60  mph  in 
just  4.0  seconds  and  tops  out 
at  16-5  mph.  Stopping  is  equal- 
ly quick,  thanks  to  huge  tires 
and  beefy  disk  brakes.  The 
Viper  darts  around  corners, 
sticking  solidly  to  the  road.  If 


you  push  the  cornering  limit, 
look  out:  When  the  Viper 
starts  to  lose  traction,  a  spin- 
out  is  tough  to  avoid. 

The  car's  wide,  low  stance 


but  a  detachable,  folding  cloth 
top  is  attractive,  too. 

While  the  Viper  is  mighty 
seductive,  let's  be  frank:  It's 
an  overgrown  toy.  Chrysler 
engineers  focused  on  perfor- 
mance and  scrimped  on  every- 
day amenities.  The  car  even 
lacks  roll-up  windows.  So  if 
the  sky  falls,  you  have  to  stop 
and  wrestle  plexiglas  side  cur- 
tains into  place,  sliding  two 
tabs  into  slots  on  the  top  of 


THE  VIPER:  ITS  V-10  PACKS  400  HORSES 


and  cLiiA  v  liiic.^  make  it  a  real 
looker.  It  drew  gawkers  at  ev- 
ery stop  during  a  three-day 
test  drive  in  Southern  Califor- 
nia. The  two-seater  is  de- 
signed for  open-air  touring, 


each  door.  Tiie  trunk  lid  has 
to  be  propped  open  with  a 
steel  rod.  Also,  the  car  de- 
vours gas,  getting  16  miles  to 
the  gallon  on  average. 

Extended  cruising  entails 


certain  compromises,  too.  A 
highway  speeds,  the  whooa 
of  the  wind  and  rumble  of  th 
engine  drown  out  conversj 
tion  and  the  standard  SO-wai 
stereo.  In  stop-and-go  traffij 
engine  heat  makes  the  cockp; 
swelter,  even  with  the  toj 
down  and  ventilation  cranke 
up.  That  means  buyers  in  h^ 
climates  will  want  to  order  o| 
tional  air-conditioning. 
NO  AIR  BAGS.  Viper's  back-« 
basics  credo  also  means 
lacks  safety  features  that  ar 
standard  equipment  on  othe 
expensive  sports  cars  and  ar 
increasingly  available  o 
18,000  family  sedans.  Shou 
iler  and  lap  belts  are  star 
dard.  But  there  are  no  ai 
liags  or  antilock  brakes 
which  would  help  keep  the  ca 
steerable  even  during  pani 
stops  on  slick  pavement. 

These  latter-day  muscl 
cars  go  on  sale  this  spring 
but  with  only  about  500  199 
models  to  be  built,  the  firs 
ones  will  likely  command 
big  premium.  If  you  reall 
must  have  one,  wait  a  year- 
you'll  probably  get  a  bette 
deal.  Darid  Woodru, 


10  investor  would  pur- 
chase a  stock  based 
solely  on  its  history  of  pay- 
ing dividends.  But  the  pace 
of  a  stock's  dividend  in- 
creases provides  clues  that 
can  heljj  investors  evaluate  a 
company's  prospects.  Low- 
yielding  stocks,  for  example, 
may  look  unappealing,  but  if 
they  also  sport  rapidly  rising 
dividends,  they  may  produce 
excellent  total  returns  for 
patient  investors. 

One  recent  study  sifted 
through  Value  Line's  data 
base  of  2,738  stocks  to  find 
comjjanies  that  increased  div- 
idends by  an  average  of 
more  than  10','  for  each  of 
the  past  10  years. 
"That  shouldn't  be  a 
sole  criterium,  but  it 
suggests  that  the 
company  is  a  growth 
company  and  that 
management  is  pay- 
ing attention  to 
shareholders,"  says 
Ned  Weld,  director 
of  research  for  Free- 
dom Capital  Manage- 


Smart  Money 

WHEN  RISING  DIVIDENDS 
MEAN  RISING  FORTUNES 


ment  in  Boston  and  author 
of  the  study. 

After  running  other  quali- 
ty screens.  Weld  found  15 
companies  that  provided  just 
a  \^''  average  yield,  com- 
pared with  the  Standard  & 
Poor  500's  3';,  but  that 
upped  dividends  by  an  aver- 
age of  YI.T'A  annually,  al- 
most three  times  the  rate  of 
the  .s&p  500.  Even  more  tell- 


STAR  PERFORMERS 


Company                Annual  dividend 

Average  annual 

increase 

return  (1982-91) 

HASBRO 

28.57% 

48.08% 

ABBOTT  LABS 

19.38 

28.76 

WALGREEN 

16.46 

30.69 

MEDTRONIC 

13.80 

27.29 

INTERPUBLIC  GROUP 

13.21 

29.60 

DATA  FREEDOM  CAPITAL  MANAGEMENT  CORP 


ing,  from  1982  to  1991,  the 
companies  had  an  average 
annual  return  of  30.29'/, 
compared  with  S&P's  17.29/v. 

MORE   MATURE.   StOCks  that 

made  the  cut:  Abbott  Labs, 
with  average  annual  divi- 
dend growth  of  19.4'7f  over 
10  years;  Hershey  Foods, 
which  hiked  dividends  12.7'  ^ ; 
and  Johnson  &  Johnson, 
where  dividends  grew  14.2a. 

Many  investors 
feel  more  comfort- 
able with  the  slow, 
steady  dividend  in- 
creases of  utilities. 
Many  electric-utility, 
natural-gas,  and  tele- 
phone stocks  carry 
yields  of  around  1" 
and  hike  dividends 
an  average  of  39J  a 
vear. 


These  mature  companies 
can  pay  out  a  lot  of  earnings 
in  dividends  because  they 
don't  need  to  plow  much 
money  back  into  the  busi- 
ness. The  typical  utility  pays 
out  50''f  of  earnings  in  divi- 
dends. In  general,  "a  payout 
or  a  debt-to-equity  ratio  over 
SO'/'  is  a  warning  flag,"  says 
Geraldine  Weiss,  editor  of 
Investment  Quality  Trends 
in  La  Jolla,  Calif. 

Her  picks  include  Texas 
Utilities  and  Allegheny  Pow- 
er Systems,  both  yielding 
above  7%.  Texas  Utilities  has 
raised  its  dividend  for  44 
years,  Allegheny  for  34.  At 
88;'!-  Allegheny's  payout  ratio 
is  high,  but  Weiss  says  it  has 
sufficient  cash  flow  to  cover 
the  dividend. 

Some  stocks  pay  for  them- 
selves through  dividend  in- 
creases, notes  s&P's  The 
Outlook.  One  example  is 
Kansas  City  Power  &  Light. 
The  utility's  $23.34  in  cumu- 
lative dividends  since  1982  is 
140'';  of  its  $16.63  price  back 
then.  Suzanne  WooUey 


IS  be^  Dy  yeais  since 
anyone'S'Mtiois  confident 
inftDntofac 


liii 

□ 


It  was  the  '32  World  Series.  With  the  Cubs 
riding  him  miinercifiilly  from  the  bench,  Babe 

•ii  Ruth  pointed 


Eijiect  your  imvt 
presmtation  to  be  a  big 
hit.  It 's  so  enxy  to  use. 
■Jitst  select  the  look,  fill  in  llie  l)liinks  ii  ith  Ic.rl  attd 
graphics.  And  tjou  're  read//  la  gn  in  a  nidttcr  of  minutes. 

to  centerfield,  then  promptly  hit  the  next 
pitch  where  no  ball  had  been  hit  before. 

Well,  now  you  can  handle  your  next 
pitch  with  the  same  confidence,  thanks  to 


Fi'eelance  Graphics"' for  Windows.*  The  only 
presentation  program  with  Smart  Masters"' 
that  automatically  manages  the  design  and 
layout  for  you.  Plus,  Smart  Features  like  the 
Outliner,  Graph  Gallery  and  over  500  full- 
color  symbols  make  the  process  even  easier. 

So  let  Fi'eelance  Graphics  for  Windows— 
your  presentation  partner— guarantee  your 
success  from  start  to  finish.  Who  knows, 
the  next  pitch  you  handle  could  be  your 
most  memorable  one,  too. 

To  learn  more  about  Fi'eelance  Graphics 
for  Windows,  visit  your 
Lotus  Authorized  Reseller 
today  For  a  fi'ee  auto  deuKj 
or  to  upgrade,  please 
call*  1-800-872-3387, 
ext.  6395. 


□       Freelance  Graphics  for  Windows 


FhHianceGraites 


•liiCali.iil.i.  iiliuvrall  l-Mill-iii;s- o        bitus  UfH-lupriiml  (  uiiinral  imi  All  n^lUi  n-s.Tvd  Fii>rh«nr  (ir.i|iliii'S  and 
SiiuirtMa-sIcrs  an-  trademarks  iif  Lotus  Develnpiiicni  ruriniralinn  Windows  is  a  registered  trademark  of  Microsoft  Corporation  ©  1992  The  Family  of  Babe  Rutti  and 
111.'  Bid.r  K,,th  Riiselwil  League,  Ine  .  by  furtis  M.hmlvhimii  ilnuip.  Iiulpls,  IN' 
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ersonal  Business 


Home 


SNUG,  STYLISH, 
SPACIOUS— 
AND  ALL  LOG 


If  a  log  home  makes  you 
think  of  dirt  floors  and  a 
backyard  privy,  turn  off 
the  late-night  Westerns  and 
step  into  the  20th  century. 
Each  year,  some  15,000  new 
owners  move  into  modern  log 
homes  erected  on  costly  acre- 
age at  such  places  as  Beaver 
Creek,  Colo.,  or  the  pristine 
woods  of  Vermont.  But  to- 
day's log  homes  are  not  mere- 
ly ski  lodges  or  vacation 
homes.  Many  are  year-round 
houses  built  from  kits  of  pre- 
cut  logs,  so  desirable  that 
well-heeled  customers  in  Ja- 
pan and  Korea  import  kits 
from  U.  S.  manufacturers. 

Log  homes  combine  the  ap- 
peal of  natural  wood  with  up- 
to-date  designs  and  energy  ef- 
ficiency. In  such  styles  as 
Cape  Cod  or  colonial,  they 
show  up  in  subdivisions  or 
anyplace  where  fast,  economi- 
cal construction  is  a  goal.  A 
basic  kit  for  a  two-bedroom 
"shell"  with  2,000  square  feet 
of  living  space  costs  $20,000 
to  $30,000,  and  it  generally 
takes  two  to  three  times  that 
much  to  finish  a  home.  A  1989 
National  Association  of  Home 
Builders  study  put  the  aver- 
age cost  of  a  log  home  and 
the  land  beneath  it  at  $98,000. 
But  big  savings  can  come  in 


the  labor  to  build  the  dwell- 
ing. Some  150  major  manufac- 
turers and  nearly  twice  as 
many  small  companies,  known 
as  handcrafters,  will  truck  a 
load  of  logs  to  your  site.  Each 
log  is  cut  to  a  specific  length 
to  match  the  design  you've 


A  LOG  PILE  IN  THE  HAMPTONS:  SOLID  WALLS,  ROUGHLY 
EIGHT  INCHES  THICK,  KEEP  COLD  OUT  AND  WARMTH  IN 

m 


chosen.  Many  families  pitch  in 
to  help  a  carpenter  or  two 
stack  the  logs  on  a  foundation 
to  form  the  walls.  Shaved  flat 
on  two  sides  to  sit  firmly  atop 
one  another,  the  logs  are  held 
together  by  foot-long  spikes 
or  interlocking  notches. 

NEW  KENTUCKY  HOME.  With  a 

lightweight  sledgehammer  to 
drive  spikes,  bank 
Vice-President  Judy 
Thompson  and  her 
steelworker  husband, 
Charles,  of  Vanceburg, 
Ky.,  helped  put  up 
their  2,200-square-foot 
one-bedroom  home  in 
three  weeks.  That  was 
five  years  ago,  she 
says,  adding  that  log 
homes  are  enough  of  a 
novelty  in  the  area  that 
"strangers  drop  by  and  ask  to 
tour  the  house." 

With  its  solid  wood  walls, 
the  Thompsons'  home  proved 
so  inexpensive  to  heat  electri- 
cally that  an  auxiliary  living- 
room  wood  stove  has  turned 


out  to  be  merely  decorative. 
Log-home  builders  debate 
whether  pine,  cedar,  fir,  or 
other  wood  insulates  best  and 
which  is  most  resistant  to  de- 
cay. Most  agree  that  the  dens- 
er the  wood,  the  better.  Build- 
er Robert  Veech,  who  heads 
Tree-Core  Log  Homes  in  Com- 
mack,  N.  Y.,  found  that  after 
lumber  mills  spin  huge  logs  in 
a  cutting  machine  to  shave 
off  thin  layers  for  plywood, 
"they're  left  with  the  heart  of 
the  log,  a  dense  central  core 


Worth  Noting 

■  EASY  GIVING.  To  help  you 
leave  money  to  a  cause.  Pru- 
dential supplements  a  life-in- 
surance policy  with  $2,500  to 
$10,000  worth  of  low-cost 
coverage  that  names  a  chari- 
ty as  beneficiary.  Premiums 
are  tax-deductible  if  the 
charity  is  the  policyowner. 

■  PHONE  FINANCE.  Financial 
info  is  available  free  on  two 


eight  inches  in  diameter."  He 
devised  a  way  to  stack  the 
low-cost  cores  in  eight-foot 
lengths  between  wood  up- 
rights, and  now  sells  a  kit  for 
a  1,400-square-foot  chalet  for 
$20,000.  An  extra  $3,000  or  so 
adds  a  second-floor  bedroom 
or  attached  garage. 

The  designation  of  log 
homes  as  "special  and  unique 
housing"  under  strict  Fannie 
Mae  mortgage-lending  rules 
can  cause  financing  problems. 
At  First  F'idelity  Equity,  a 
Greenville  (S.  C.)  broker  that 
has  written  some  200  log- 
home  loans  in  the  past  three 
years.  President  Nathan 
Prewitt  headed  a  drive  that 
recently  helped  loosen  the 
regulations. 

CASE  BY  CASE.  "Previously,  to 
make  a  loan,  you  were  asked 
for  recent  sale  prices  of  one 
or  two  comparable  log  homes 
nearby,"  Prewitt  says.  Fig- 
ures weren't  easy  to  come  by, 
with  log  homes  still  fairly  few 
and  far'  between.  The  new 
rules  let  lenders  estimate  a 
home's  value  on  a  case-by- 
case  basis. 

Most  lenders,  however,  re- 
quire prospective  borrowers 
to  qualify  for  a  loan  that  cov- 
ers the  cost  of  the  log  kit  and 
construction  by  a  contractor — 
whether  or  not  one  is  hired. 
"If  you  can  save  money  later 
by  helping  the  contractor, 
that's  fine,"  says  Prewitt. 
"But  some  people  borrow  to 
buy  the  kit,  planning  to  do  the 
building  themselves.  Then 
they  find  that  carrying  and 
stacking  logs  is  work."  That's 
enough  for  some  modern-day 
homesteaders  to  walk  away 
from  that  unfinished  dream 
cabin  in  the  woods — leaving 
the  lender  to  foreclose  on  a 
pile  of  logs.  D.  D. 


new  numbers:  800  6:37-1779 
offers  an  investment-outlook 
message  from  Merrill  Lynch; 
800  945-4237  offers  a  list  of 
local  planners  from  the  In- 
ternational Association  for 
Financial  Planning. 
■  SAGE  ADVICE.  With  ncw 
rules  for  "medigap"  insur- 
ance, a  $2.95  booklet  has  tips 
on  what  to  look  for.  Order 
from  United  Seniors  Health 
Cooperative,  1331  H  St., 
Washington,  D.  C.  20005. 
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One  saves  time.  One  saves  California. 


The  next  time  you  reach  for  a  foam  cup,  remember  this:  styrofoam  plastic  is  a 
;  never  breaks  down  in  a  landfill. 

Keep  reusing  glass  and  ceramic  mugs  instead.  They  don't  create  extra  gar- 
e.  They  don't  litter  the  environment.  And  besides,  they're  a  lot  nicer  to  look  at. 


Are  PC  Users  Working 


You've  probably  seen 


recent  press  articles  on 
"repetitive  motion"  injuries 
suffered  by  computer  users. 
The  problem  is  significant. 
Workstation  design  and  worker 
rest  periods  have  already  been 
regulated  in  San  FranciscO/ 
federal  guidelines  will  follov/. 

Logitech  can  help. 

We  make  computer  mice, 
and  more  of  them  than  any 
other  company. 

Mice  not  only  make 
computing  easier  and  faster 


Mouse.Vifi-- 
uniquely  efgonomk 
righMraided  design 


but,  when  correctly  shaped      motion  injuries. 


a  comfniDbie  mo: 
otocomhjrtDbleprti 


and  ergonomics  researchers, 


for  an  individual's  hand,  they  Working  closely  v/ith  and  consumer  testers,  v/e've 
reduce  the  risk  of  repetitive      industrial  designers,  medical     developed  mice  that  are  moi 


-ingersToThe  Bone? 


]n®-  TrackMan  Poncbie  -         Kidz™  Mouse  -  Keyboard  Wrist  Pod  -  - 

3powerond       ideal  loptop/desktop        mokes  computing  over  35%  off  ot 

y  of  the  thumb     solution  fun  and  easy  participating  deolers 


fortable  in  more  types  of 
is  (left  and  right)  than 
other  brand.  And  their 


shape,  weight,  sensitivity  and 
three-button  programmability 
minimize  user  effort.^^^ 


Available  for  IBM®  compatible 
personal  computers,  Macs,® 
and  Sun™  workstations,  each 
mouse  carries  a  lifetime 
warmnty  and  software  com- 
patibility guamntee.  Try  them 
where  you  see  our  hands-on 
dealer  display.  Corpomte 
buyers  might  also  want  to 
read  our  detailed  backgrounder 
on  the  subject  -  Computing 
Ergonomics.  For  a  copy,  or  the 
location  of  your  local  dealer, 
call  800  231-771 7  ext.  480. 


LOGinCH 

Tools  That  Power  The  Desktop. 


-41 


For  just  SIOC'  Lhe\-  can 

Smce  1961.  ACCION  Iniemational  has  been  helping  the 
poor  and  hungr\-  teed  ihemseK"es  in  poor  urban  and 
pjrai  communities  throughout  Latin  .-America  and  the 
Caribbean  In  these  desperate!\"  poor  corpjnunities. 
\N^"\"e  been  pro\iding  hard-\%orking  men  and  women 

Nsitih  othe^^^^se  unattainable  :aL'"-rate  small  business  loans.    For  m.or-  '  ■    •  ■ 

Without  inese  faL'-'rate  loans.  Lhousar.d?  ■?:  ?h:>er:?icers.    ACCiON    '  -        :  - 
bakers,  anisan^s  and  street  \endors  V.  NLA  1215.-  617-492-4930. 


-  -  :o  ACCION.  people 


m.ake  a  Ii\ir.^  ■ 

one>earag:  ■•■•r  .  .^r.e::  <rer  :".eT 

toda\"  ha\e  paid    v      a:  ~  :  :     :    .    _  : 
gi%en  a  chance  :o  zer.e:  's.cj:  ^'.es. 
More  imponanth".  Lhey''i.e  been  gi\en  bao; 
Ail  it  takes  is  for  vou  to  belie\e  in  them 
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ACCION  International 


AN  OFFER 
WORTH  THE  PAPER 
IT  'S  PRINTED  ON. 

With  every  new  subscription. 

Business  Week  will  plant  a  tree 

in  one  of  America's  Heritage  Forests, 
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Every  week  Business  Week  brings  you  up  to 
date  on  the  world  of  business.  We're  committed 
to  bringing  you  coveroge  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  make 
a  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  ReLeaf  Campaign 
of  the  American  Forestry  Association  (AFA),  we 
will  plant  a  tree  in  one  of  America's  Heritage 
Forests  with  every  new,  paid  Business  Week 
subscription. 

Global  ReLeof  educates  people  on  opportunities 
to  enhonce  the  environment  through  improve- 
ment of  trees  and  forests.  The  campaign  creotes 
these  positive  environmental  opportunities  for 
individuals,  community  groups  and  businesses. 

The  Heritage  Forest  Program  is  one  such 
opportunity.  Heritage  Forests  are  special  public 
lands,  selected  by  the  AFA  as  lands  where 
private-sector  donations  can  create  new  forests, 
that  would  not  be  possible  under  existing  public 
programs  and  budgets. 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plant  your  tree  and  still  offer  you 
substantial  savings.  At  only  89<on  issue, 
you  save  64%  off  the  $2.50  cover  price 
and  make  a  positive  contribution  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  satisfaction  of 
having  done  something  to  help  improve 
and  preserve  America's  forests. 

It's  easy  to  do.  Fill  out  one  of  the 
post-paid  cards  found  in  this  issue  and 
drop  it  in  the  mail  today  or  call  toll-free 
1-800-635-1200. 

For  more  inlormmion  on  ihe  Globol  ReLeal  Program,  roll  l?02)  667  3300 
or  write  lo  ihem  ot  P  0  Bon  2000,  Woshington,  D  C.  ?00I3 
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+0.6°o  -1.3% 


1-week  change 
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ARKET  ANALYSIS 


STOCKS 

latest 

%  change 
Week  S2-week 

FUNDAMENTALS 

Utest 

Week  ago 

Year  ago 

JONES  INDUSTRIALS 

3203  9 

13 

29.7 

90-DAY  TREASURY  BILL  YIELD 

3.83% 

3.96% 

6.4% 

OMPANIES  (Russell  1000) 

221  8 

1.0 

36.9 

30-YEAR  TREASURY  BOND  YIELD 

7.40% 

7.45% 

8.5% 

I  COMPANIES  (Russell  2000) 

198.1 

5.5 

56.3 

S&P  SOO  DIVIDEND  YIELD 

2.98% 

3.02% 

3.6% 

OMPANIES  (Russell  JOOO) 

236.1 

1.3 

37  9 

S&P  SOO  PRICE/EARNINGS  RATIO 

21.4 

23  2 

13.2 

EIGN  STOCKS 

Latest 

%  change  (1 
Week 

Deal  currency) 
S2-week 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  overage 

388.4 

62-3% 

386  2 
49.5% 

Positive 
Neutral 

ON  (FINANCIAL  TIMES  100) 

2467.1 

1.9 

15.9 

0  (NIKKEI  INDEX)                      22,715  0 

-1.2 

-1.1 

Speculative  sentiment:  Put/coll  ratio 

0.29 

0.32 

Neutral 

NTO  (TSE  COMPOSin) 

3515.6 

0.3 

10.9 

InsicJer  sentiment:  Vickers  sell/buy  ratio 

1.75 

1.75 

Positive 

DUSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC 

R-WEEK  LEADERS 

4-week 

change 

52-week 

Strongest  stock  in  group 

y.  change 
4-week  52-week 

Price 

&CHINE  TOOLS 

30.8 

17,2 

MONARCH  MACHINE  TOOL 

32.3 

4.9 

10  ^/t 

ISURE  TIME 

27.2 

53.3 

BALLY  MANUFACTURING 

42.9 

177.8 

6  'A 

RLINES 

26.7 

38.9 

UAL 

29.6 

35.7 

151  Vs 

)MEBUILDING 

25.3 

89.2 

KAUFMAN  &  BROAD  HOME 

32.4 

96.0 

ISVs 

IILDING  MATERIALS 

25.2 

40  1 

USG 

44  4 

300 

1  Vs 

R-WEEK  LAGGARDS 

%  change 
4Hweek  52.week 

Weakest  stock  In  group 

\  change 
4.week  52-weck 

Price 

}LD  MINING 

-1  1.4 

-19.9 

PLACER  DOME 

-16  8 

-38  3 

9  % 

I  WELL  EQUIPMENT  AND  SERVICES 

-3.8 

-7.0 

HALUBURTON 

-10.0 

-39.1 

26  % 

kTURAL  GAS  DISTRIBUTION 

-2.7 

-15.8 

ARKLA 

-15.5 

-39.6 

11  Ve 

L  AND  GAS  DRILLING 

-1.0 

-37.2 

ROWAN 

-2  4 

-50  6 

5  Vs 

)MESTIC  OIL 

2.0 

-14.1 

SANTA  FE  ENERGY  RESOURCES 

-22.1 

-48.7 

7  '/2 

UTUAL  rUNDS 


OERS 

week  total  return 


MORNINGSTAR  INC 


lEARSON  MULTIPLE  OPPORTUNITIES  20  9 

DELITY  SELECT  BIOTECHNOLOGY  20  6 

ATE  BOND  COMMON  STOCK  18  8 

eek  total  return  % 


LAGGARDS 

FouMweek  total  return 

% 

UNITED  SERVICES  GOLD  SHARES 

-1  1.6 

STRATEGIC  INVESTMENTS 

-10.6 

STRATEGIC  GOLD/MINERALS 

-7  8 

52-week  total  return 

% 

S&P  500 
4-woek  lolol  relurn 


Average  fund 
52  weeli  total  return 


PPENHEIMER  GLOBAL  BIO-TECH  128  8 

m  CAPITAL  DEVELOPMENT  112  0 

MERICAN  HERITAGE  106  6 


STRATEGIC  GOLD/MINERALS 
STRATEGIC  INVESTMENTS 
FIDELITY  SELECT  ENERGY  SERVICE 


-25.6 
-20.1 
-18.2 


EUTIVE  PORTIOUOS 


DATA  RESOURCES  INC 


or  amounts 
esent  the  present 
e  of  $10,000 
sted  one  year  ago 
ich  portfolio 

entoges  indicate 
day  total  returns 


U.  S.  stocks 
$13,677 

+0.54% 


Foreign  slocks 
$12,412 
+3.09% 


nil 


Treasury  bonds 
$11,747 

+0,74% 


Money  market  fund 
$10,514 

+0.08% 


Gold 
$9,035 

-1.09% 


ito  on  Ihii  poge  ore  as  of  morkel  cloj«  Wednesdo/,  Jon.  8,  1992,  unless  otherwise  indicated  Jon  7.  Mutual  fund  returns  ore  as  of  Jon.  3.  Relative  portfolios  ore  valued  as  of  Jan.  7  A  more  deloiled 
'ry  groups  include  S&P  500  companies  only;  performance  and  shore  prices  ore  as  of  market  close       explonotion  of  this  page  is  ovoiloble  on  request. 


THE  ASIA 

AMERICA  IS  IGNORING 

If  the  21  CEOs  who  accompanied  President  Bush  on  his 
trip  to  Asia  had  visited  Thailand,  Indonesia,  and 
Malaysia,  they  would  have  found  the  locals  zipping 
around  in  Toyotas,  snapping  up  Hitachi  appliances,  and 
driving  Daihatsu  trucks.  Yet,  although  those  markets  are  as 
open  to  U.  S.  goods  as  they  are  to  Japanese,  competing 
American  products  are  few  and  far  between. 

Throughout  Southeast  Asia,  the  most  dynamic  economic 
region  in  the  world  over  the  past  five  years,  there  is  a 
clamor  for  a  greater  U.  S.  role.  After  all,  scores  of  the  re- 
gion's top  economic  and  business  minds  have  been  trained  at 
U.  S.  universities  and  companies.  And  the  U.  S.,  unlike 
Japan,  doesn't  have  to  live  down  the  role  of  occupier  during 
World  War  II.  U.  S.  electronics  giants  that  have  taken  non- 
Japan  Asia  seriously  for  decades,  such  as  Motorola  and 
Hewlett-Packard,  today  enjoy  20%  to  30%  annual  gi'owth 
there.  Even  relative  latecomers,  such  as  GE,  AT&T,  and 
Procter  &  Gamble,  are  prospering  by  catering  to  Southeast 
Asia's  voracious  demand  for  infrastructure  and  consumer 
goods. 

These  are  exceptions,  however.  U.  S.  industry  is  largely 
letting  the  Pacific  Century  pass  it  by.  Detroit's  auto  makers 
traditionally  have  equated  going  global  with  being  in  Europe. 
A  decade  ago,  impoverished  Southeast  Asia  seemed  an  eco- 
nomic backwater  that  never  would  amount  to  much.  The  Big 
Three  also  recoiled  from  the  corruption,  cumbersome  in- 
vestment codes,  and  insistence  that  foreign  manufacturers 
enter  joint  ventures  with  local  partners.  But  today,  these 
economies  are  vastly  more  open  and  prosperous.  The  only 
carmakers  to  take  advantage  of  the  change  are  Japanese. 
Virtually  all  of  the  300,000  cars  on  Indonesian  roads  were 
made  by  Japanese  joint  ventures.  What's  more,  such  plants 
throughout  Southeast  Asia  require  billions  of  dollars  in 
parts  and  machinery,  which  has  enabled  the  Japanese  export 
boom  to  roll  on  despite  recession  in  the  West. 

The  U.  S.  is  right  to  keep  up  the  pressure  on  Japan:  It 
will  remain  a  bigger  economy  than  the  rest  of  Asia  combined 
for  many  years  to  come.  But  there  is  money  to  be  made  now 
in  the  rest  of  the  region,  which  is  rising  fast  and  is  a  market 
the  U.  S.  no  longer  can  afford  to  ignore.  U.  S.  businesses 
must  demonstrate  a  willingness  to  compete.  Otherwise, 
there  will  be  no  point  in  the  U.  S.  government's  stepping  in 
to  bolster  their  competitiveness. 


A  PATIENT  VISION 

AT  AT&T  

American  chief  executives  constantly  are  exhorted 
to  invest  for  the  long  haul.  But  when  they  do— and 
short-term  profits  suffer  as  a  result— those  same 
CEOs  are  flailed  as  underachievers.  That  situation  could  face 
Robert  E.  Allen,  chairman  and  CEO  of  American  Telephone 


&  Telegraph  Co.  He  has  been  urged  to  dump  AT&T's  equip- 
ment business  and  concentrate  on  its  more  profitable  long- 
distance operation. 

So  far,  Allen  has  stuck  to  his  guns.  Indeed,  with  AT&T's 
$7.4  billion  acquisition  of  computer  maker  NCR  Corp.  last 
year,  he  showed  that  he's  more  committed  to  the  equipment 
business  than  ever  (page  56).  Allen  rightly  points  out  that 
AT&T  is  in  a  position  to  create  a  combination  of  high-tech 
equipment  and  communications  services  that  would  be 
uniquely  competitive.  A  decade  ago,  it  seemed  that  IBM 
would  be  able  to  make  the  same  claim.  But  its  forays  in 
telecommunications  were  unsuccessful,  and  it  ran  into  seri- 
ous trouble  in  many  of  its  core  businesses— a  complication 
that  AT&T  has  been  spared. 

Allen  is  right  to  keep  his  vision  alive.  But  the  critics 
have  a  point,  too.  His  vision  won't  count  for  much  unless 
AT&T's  manufacturing  businesses— everything  from  fiber-op- 
tic cables  to  business-phone  systems  and  computers— can 
eventually  can'y  more  of  their  own  weight.  Allen  has  so  fai' 
defied  his  critics  and  fixed  the  $45  billion  giant  on  its  two-in- 
one  course.  The  strategy  has  enough  going  for  it  that  we 
suspect  it  has  a  pretty  good  chance  of  working. 


TURNING  BUREAUCRATS 
INTO  ENTREPRENEURS 

Want  your  city  to  clean  the  streets  and  collect 
your  garbage— but  with  fewer  of  your  tax  dol- 
lars? Then  make  the  sanitation  department  com- 
pete for  the  business  against  private  companies,  as  Phoenix 
has  done.  Want  your  department  of  motor  vehicles  to  pro- 
cess your  license-renewal  request  faster?  Then  it  might 
join  California  in  considering  a  drive-in  system  that  accepts 
credit  cards. 

An  innovative  approach  called  "entrepreneurial  govern- 
ment," developed  by  state  and  local  government  expert 
David  Osljorne,  has  attracted  the  attention  of  several  state 
governors,  including  Lawton  Chiles  of  Florida,  William  Weld 
of  Massachusetts,  and  Ann  Richards  of  Texas  (page  66). 
Their  governments  are  experimenting  with  his  ideas,  which 
are  based  on  the  notion  that  government  can  deliver  better 
services  for  less  money  by  adopting  a  number  of  modern 
business  techniques,  including  total  quality  management, 
pay  for  performance,  and  team  management.  While  con- 
ceding that  government  can't  always  be  run  like  a  business, 
Osborne  believes  that  government  would  do  well  to  dis- 
cover some  old  business  staples,  such  as  customer  service 
and  test  marketing. 

The  notion  of  solving  government  inefficiency  by  using 
motivational  techniques— trusting  the  people  who  run  gov- 
ernment programs  to  make  the  right  decisions,  freeing 
them  from  restrictive  rules,  decentralizing  authority— runs 
counter  to  the  orthodoxy  of  the  Reagan  years  that  there  is 
no  such  thing  as  a  good  bureaucrat.  But,  if  combined  with 
accountability  for  poor  performance  and  rewards  for  good, 
entrepreneurial  government  seems  to  us  a  sensible  idea. 
The  experiments  of  Governors  Chiles,  Weld,  and  Richards 
will  be  worth  watching. 
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American  Keiretsu 

LEARNING 
FROM  JAPAN 


Japan's  system  of  corporate 
cooperation  has  long 
bedeviled  U.S.  rivals.  Now, 
some  American  companies 
are  trying  something  % 
similar.  Will  it  pay  off? 


J.,,  ,  J -Ami: 


"  Technology  that  captures  this  kind 
of  moving  target  brilliantly. 


Hitachi  s  Visualization  System  simulates  the  invisible.' 


Imagine  trying  to  capture  the  image  of  a  golf 
ball  1/ 6000th  of  a  second  after  being  struck.  With 
the  help  of  a  Hitachi  supercomputer  and  a  Hitachi 
HDTV  (High-Definition  Television)  display  a 
superior  system  has  been  created  to  allow  a  simu- 
lated vision  to  be  viewed  with  incredible  resolu- 
tion and  clarity. 

This  Supercomputing  Scientific  Visualization 
System  has  vast  implications  in  the  world  of 


industry  as  well  as  the  study  of  Earth's  many 
environmental  concerns.  Included  in  this  latter 
area  are  the  advances  m  picturing  ozone  depletic 
levels,  simulating  the  effects  of  tsunami  in  the 
Pacific  ocean  and  visualizing  the  water  purificatic 
process  for  our  lakes  and  rivers.  All  with  a  bnl- 
iance  never  before  attained. 

Meanwhile,  a  little  closer  to  home,  Hitachi's 
8mm  video  camera  gives  you  the  opportunity 
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Or  this  kind  with  similar  ease. 


video  cameras  make  memories  easier  to  l<eep. 


ord  images  with  equal  clarity  and 
.ion.  And  at  a  width  of  just  2.3  inches  this, 
orlds  thinnest  camcorder,  automatically 
ites  color,  sets  exposure  levels  and  focuses, 
you  concentrate  on  a,  more  times  than  not, 
ig  target. 

ach  varied  technologies  are  a  good 

pie  of  how  Hitachi's  16,000-strong  research 

evelopment  department  is  constandy 


working  toward  bringing  the  world  a  vision  of 
the  future. 

For  more  information  about  Hitachi  8mm  video  cameras, 
call  toll-free  1-800-HITACHJ.  (Applicable  within  U.S.  only) 
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Not  Long  Ago.  Business  Partnerships 
Were  Designed  To  Have  A  Profound  Impact 
On  The  Marketplace. 


In  the  past,  the  word  partnership 
carried  a  foreboding  connotation. 
Because  many  partnerships 
were  created  to  knock  competitors  out, 

rather  than  allow  co-operators  in. 
At  Novell,  we're  determined  to  change 
all  that.  Sure,  we're  a  market  leader. 

In  fact,  more  different  kinds  of 
computers  talk  to  each  other  through 
Novell  NetWare'  than  any  other 
network  software  on  earth. 
But  just  being  a  leader  is  not  enough. 
That's  why  we  form  partnerships 
on  the  behalf  of  customers. 
And,  manifestly,  information  is  shared, 
co-operation  is  insured,  and  customers' 

needs  are  met.  What's  more, 
we  use  our  market  leadership  to  help 

anyone  who  can  use  it.  Anyone. 
We  call  that  "responsible  leadership." 
It's  not  a  new  concept. 
It's  not  something  we  invented. 
It's  simply  something  we  do. 
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The  Past,  Present,  and  Future  of 
Network  Computing. 
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OPEN  IN  CASE  YOU  WANT 
THE  KIND  OF  SERVICE  THAT  MAKES 

50%  OF  THE  FORTUNE  500  OUR  CUSTOMERS. 


At  the  Travelers,  service 
has  35,000  names. 

That's  the  number  of 
Travelers  employees  dedicated  to 
customer  satisfaction. 

And  that's  the  real  Travelers 
difference. 

One  that  can  be  measured  in 
everything  we  do  for  you . . .  from  24-hour 
toll-free  hotlines  to  an  investment  of  $200 
million  —  last  year  alone  —  to  provide  even 
better  underwriting  skills  and  management 
of  your  claims. 

It's  a  difference  you  will  experience  through 
a  network  of  local  offices  and  a  team  of  experts 
assigned  to  your  account  —  people  whose 
intimate  knowledge  of  your  business  enables 
a  quicker,  smarter  response. 

It's  a  difference  backed  by  $55  billion  in 
assets  and  a  127  year  tradition  of  service. 

Service  The  Travelers  Way. 

The  Travelers  Companies,  Hartford,  Connecticut  06183 

Thelraveler^ 

You're  better  off  under  the  Umbrella? 


1.  "Zerodur"  from  Schott 
It  does  not  expand  one 
iota,  even  when  subjected 
to  temperatures  of 

1.500'' F 


When  it  comes  to  inventiveness, 
nature  is  hard  to  beat.  Examples 
from  the  mineral  kingdom  alone 
attest  to  an  extraordinary  range 
of  creativity. 

 Carbon   is  transformed 

into  diamond,  the  v^^orld's  hard- 
est mineral.  Another  mineral  has 
magnetic  attraction.  Some  float 
on  water,  and  still  others  can 
produce  electricity. 
 Mineralogists  have  cate- 


gorized over  2,000  minerals 
with  an  amazing  variety  of 
characteristics. 

 But   there's  something 

missing  in  nature's  catalogue:  a 
material  that  does  not  expand 
under  extreme  temperatures. 

 And  so  Schott  has  filled 

the  gap  with  a  glass-ceramic 
called  "Zerodur".  It  has  a  70% 
crystal  content  and  does  not 
alter  its  shape  or  size  one  iota. 


even  when  subjected  to  tem- 
peratures up  to  1,500  ^F. 

 A   material   with  such 

stability  is  proving  indispensa- 
ble to  the  aviation  industry 
and  astronomers.  It's  making 
it  possible  for  the  European 
Southern  Observatory  to  build 
the  world's  largest  telescope 
using  4  "Zerodur"  mirror  blanks, 
each  measuring  almost  27  feet 
in  diameter. 


ffure  left  off. 


 Ideally  suited  for  use  in 

space,  Schott's  glass-ceramic 
also  has  its  place  in  the  kitchen. 
Our  "Ceran"  cooktops  never 
warp  -  and  keep  the  heat  from 
wandering. 

 Glass  -  ceramics,  avail- 
able from  Schott  Glass  Technol- 
ogies, are  just  one  example  of 
how  Schott's  innovative  devel- 
opment responds  to  specific 
needs.  In  today's  world,  special 


glass  helps  keep  technology 
advancing. 

 Schott  worldwide:  50,000 

products,  50  production  facili- 
ties, represented  in  more  than 
1 00  countries,  with  over  $1.5  bil- 
lion in  sales. 

 Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 

Would  you  like  to  know 


Write  to:  Schott  Corporation, 
Department  B21,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


a  SCHOTT 

more  about  our  special  glass?     Nobody  knows  more  about  glass. 
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GIVE  CABLE  TV  A  DOSE 
OF  COMPETITION— NOW 


Let  me  applaud  your  commentaiy  "Ca- 
ble TV:  For  a  better  picture,  tiy  com- 
petition" (Media.  Dec.  23).  The  article 
correctly  pointed  out  that  re-regulation 
of  the  cable-'R"  indusu-y  is.  at  best,  an 
interim  solution  to  the  problem  plaguing 
cable  customer.  The  best  long-term  so- 
lution is  full  competition  from  the  na- 
tion's telephone  companies. 

The  means  for  ending  the  current  bar- 
rier to  competition  are  at  hand  in  several 
proposals  before  Congi-ess.  All  of  them 
recognize  that  lifting  the  telephone  com- 
pany-cable TX  cross-ownei-ship  ban  re 
sti-ictions  would  accelerate  this  country  's 
transition  to  a  broadband,  fiber-optic  net- 
work. 

What  you  did  not  mention  is  that  this 
solution— full  competition  for  video  ser- 
\ices — offers  other  benefits  as  well.  In 
addition  to  the  impact  on  entertainment 
video,  competition  from  telephone  com- 
panies would  stimulate  the  widespread 
use  of  advanced  \ideo  senices  for  edu- 
cation and  health  care  that  are  available 
today  only  on  a  limited  basis  over  pri- 
vate networks. 

Development  of  other  tA,"pes  of  benefi- 
cial consumer  senices  over  the  public, 
broadband  network  would  follow  and  in- 
crease America's  ability  to  compete  with 
other  nations  also  pursuing  this  ad- 
vanced technology. 

Congress  must  now  rise  to  the  chal- 
lenge of  setting  a  national  telecommuni- 
cations policy  that  will  remove  the  arti- 
ficial distinctions  among  voice,  data, 
and  video  information.  It  is  time  to 
set  the  stage  for  a  competitive  market- 
place where  the  consumer  is  the  ulti- 
mate winner. 

J.  L.  Johnson 
Chairman  and  CEO 
GTE  Corp. 
Stamford.  Conn. 


SCORPIOS  IN 

THE  CORNER  OFFICE 


It  IS  i!iLcresii!ig  tu  note  that  birthdays 
of  CEOs  heading  entei-prises  with  re- 
cent revenues  of  S5  billion  or  more 
I  "Tough  times,  tough  bosses."  The  Cor- 


CLARIFICATION 


In  a  stoiy  on  Gannett  Co.  (Media.  Dec. 
16),  we  referred  to  ""ti-oubles"  at  Dow- 
Jones  &  Co.'s  Telerate  subsidiaiy.  Te 
lerate's  earnings  plunged  in  1990,  and 
it  requii-ed  a  write-off  in  1991.  But  ac- 
cording to  Dow  Jones,  Telerate's  oper- 
ating earnings  gained  2(Fc  in  1991. 


porate  Elite.  Xov.  25)  reveal  that  Scor- 
pios  are  far  ahead  of  the  pack.  They 
account  for  15.9^^  of  the  executives. 
Somewhat  surprisingly,  Leos  are  the 
lowest,  with  only  4.9^<:  of  them  holding 
the  top  jobs.  The  remaining  10  signs 
show  no  major  deviation  from  the  annu- 
al birth  distribution. 

A.  Breindl 
Seattle 

T.J.  RODGERS:  BIT  PLAYER 

OR  SUPERMAN  ?  

It  surprises  me  you  \'. ould  lend  credibil- 
ity to  the  nonsense  being  spouted  by 
T.  J.  Rodgers  in  "The  bad  boy  of  Silicon 
Valley"  (Cover  Stoiy,  Dec.  9).  His  solu- 
tion to  competing  with  the  Japanese  is: 
Don't.  Instead,  he  advocates  placing  the 
minor  leagues  and  being  prepared  to 
learn  a  new  sport  if  the  Japanese  decide 
to  field  a  team  in  youi-  league! 

If  Mr.  Rodgers  should  ever  decide  to 
play  the  major  leagues,  he  is  sure  to  find 
out  who  God  reallv  isl 

Ian  McFall 
San  Francisco 

I don't  understand  why  you  called  him 
the  "bad  boy  of  Silicon  Valley,"  but 
he's  an  outstanding  example  of  a  high- 
tech manager  in  a  fast  and  fiercely  com-- 
petitive  world  of  chipmaking.  He's  really 
out  to  save  the  U.  S.  from  the  downgrad- 
ed status  of  leader  in  technology". 
Instead,  vou  should  have  called  him  a 


"superman. 


Dan  Solcher 
Lubbock.  Tex. 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.  Y.  10020.  Fox:  (212!  512-4464, 
Telex:  12-7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 
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10  Bias  ness 


Our  last  workstation 
aiinoimcement 
proved  that  numbers 
speak  louder 
than  words. 


(It  left  Sun,  DEC  and  IBM  speechless.) 


i 


Once  again,  the  numbers  d 


i 


Introducing  the  HP  Apollo 
Series  700  Model  705  RISC 
workstation. 

35  MIPS.  34  SPECmarks.  Over 
8  MFLOPS.  More  than  1,800 
applications.  $4,990.* 

Now  that  we've  got  your  num- 
bers, call  ours.  1-800-637-7740, 
Ext.  2778. 


HEWLETT 
PACKARD 


SHORT-TERM  AMERICA  THE  CAUSES  AND  CURES  OF  OUR  BUSINESS  MYOPIA 

By  Michoel  T.  Jacobs 

Harvard  Business  School  Press  •  268pp  •  S24.95 

NEARSIGHTED  MANAGEMENT 
AND  HOW  TO  FIX  IT 


I:       a  :ruti..  jusi  about  universally 
acknowledged,  that  American  man- 
agei^s  are  shortsighted — reluctant  to 
make  investments  that  won't  pay  off 
an\"time  soon.  Executives  say  it's  not 
their  fault:  They  have  learned  that  if 
they  don't  produce  steady,  stair-step  in- 
creases in  profits,  investoi-s  sell  out.  rais- 
ing the  specter  of  takeover!  Some  pun- 
dits blame  the  cost  of  capital  in  the 
U.  S..  which  historically  has  been  higher 
than  in  Japan  or  Germany.  A  few  even 
I  cite  the  American  character,  addicted  to 
immediate  rewards,  as  the  culprit. 

But  rarely  has  anyone  really  examined 
why  ■;■.!.  !  ■      :'-.e  U.  S.  got  into  a  predic- 
an.r  -ps  its  competitiveness 

ana.   ,.  :......:-r. . .  its  ability"  to  create 

'  wealth.  So.  while  eveiyone  complains 
•       r.  r.o  one  suggests  any 
Most  proposals 


that  have  been  advanced — taxing  stock 
u-ades.  lowering  the  capital-gains  tax. 
shifting  from  quarterly  to  semiannual 
:  financial  repoits — are  Band-Aid  mea- 
I  sures.  Perhaps  soKing  the  problem  must 
begin  with  a  better  understanding  of  it. 
'     Thank  goodness,  then,  for  Short- 
I  Term  America  by  Michael  T.  Jacobs. 
'  who  was  hired  by  the  Treasun.-  Dept.  in 
1989  to  devise  cui-es  for  business'  myo- 
pia. The  book  explains  why  the  rational 
behavior  of  U.  S.  executives,  investors, 
and  financial  institutions  produces  such 
destructive  results.  Little  of  what  Jacobs 
writes  is  new:  indeed,  some  is  ver\"  fa- 
miliar. But  he  breaks  gi'ound  with  his 
holistic  analysis:  He  shows  how  U.  S. 
business  practices,  laws,  and  regulations 
ineWtably  lead  to  impatient  capital.  The 
cure,  he  argue.-  changing  the  re- 

lationship betv.  -  investors  and  fi- 


nancial institutions  that  proNide  capital 
and  the  managei-s  who  use  it. 

Along  the  way.  Jacobs — who  grew 
fi-usn-ated  with  the  Treasurj"'s  own  inac- 
tion and  left  to  write  this  book — outlines 
some  of  the  American  financial  system's 
per\-ei-se  consequences.  For  example,  be- 
cause U.  S.  corporations  can  take  tax  de- 
ductions for  interest  but  not  di\idends, 
.  the  tax  system — unlike  Japan's  and  Ger- 
,  many's — is  biased  toward  debt  financ- 
ing. Yet  American  companies  favor  equi- 
ty" over  debt,  even  though  it  raises  their 
capital  costs — and  the  needed  payoff. 
Why?  Because.  Jacobs  shows,  the  risks 
of  borrowing  are  higher  in  the  U.  S. 

Since  American  banks  can't  own  equi- 
ty in  nonfinancial  companies  or  under- 
^  wTite  securities,  they  have  less  clout  and 
more  distant  relationships  with  bon-ow- 
ei"s  than  do  their  foreign  counterpaits. 
j  Companies  widen  the  gap  by  avoiding 
i  banks  and  raising  capital  in  the  commer- 
cial paper,  bond,  and  privateplacement 
markets.  And  banks  exacerbate  it  by  se- 
,  curitizing  loans — bundling  them  and  sell- 
I  ing  them  to  third  parties.  The  result:  In 
!  times  of  trouble,  banks  are  less  willing 
to  renegotiate  debt  schedules  and  extend, 
new-  loans.  And  they  often  lard  loan 
documents  with  covenants  that  restrict 


J 


company's  flexibility. 

The  goings-on  in  the 
tock  market  are  no  bet- 
3r.  Jacobs  sketches  how, 
ver  the  years,  manage- 
lent  has  insulated  itself 
rom  shareholders.  The 
overnment  contributed 
y  writing  regulations 
lat  discourage  and  may 
enalize  such  institutions 
s  pension  funds  for  try- 
ig  to  influence  manage- 
lent.  No  wonder  share- 
olders  sell  out  if 
erformance  is  lacking, 
[anging  on  to  stocks  in 
opes  of  increasing  mana- 
erial  accountability  is 
futile,"  writes  Jacobs. 

Instead  of  being  supportive,  relations 
etween  investors  and  managers  often 
re  adversarial.  Since  that  raises  risk, 
ivestors  want  to  be  compensated.  Ja- 
obs  likens  the  problem  to  contentious 
ibor-management  relations:  "When 
:orkers  do  not  trust  management,  they 
emand  rigid  work  rules,  which  raise  la- 
or  costs.  When  owners  do  not  trust 
lanagement,  they  demand  higher  re- 
urns,  which  raise  capital  costs." 

Unfortunately,  the  '80s  takeover  boom 
urther  strained  relations  between  capi- 


acobs' holistic 
analysis;  shows  how 
U.S.  laws,  practices, 
and  regulations  lead 
to  impatient  capital 
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The  Causes  and 
Cures  of  Our 
Business  Myopia 
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tal  providers  and  capital  users.  Aided  by 
lawyers  and  state  legislators,  managers 
erected  even  more  barriers  that  make  it 
tougher  for  shareholders  to  act  like  own- 
ers and  that  make  takeovers  less  likely. 
With  a  corporate  governance  system 
that  Jacobs  calls  "dysfunctional,"  rela- 
tions are  in  a  downward  spiral,  ever 
boosting  the  cost  of  equity. 

Jacobs  believes  the  U.  S.  system  needs 
an  overhaul.  He  would  allow  banks  to 
underwrite  securities,  own  stock,  and  op- 
erate nationwide — limiting  taxpayer  ex- 


posure by  making  banks 
segregate  insured  depos- 
its and  place  them  in  safe 
securities.  He  would  re- 
write proxy  rules  to  allow 
shareholders  to  talk 
among  themselves  and  to 
give  them  more  power  to 
change  boards  of  direc- 
tors. And  without  sug- 
gesting how  to  make  it 
happen,  he  calls  for  in- 
vestment firms  to  take 
bigger,  more  informed 
stakes  in  fewer  compa- 
nies. "By  combining  a 
meaningful  ownership 
stake  with  active  involve- 
ment, these  firms  would 
provide  the  accountability 
that  is  so  visibly  absent  from  our  pres- 
ent financial  system,"  he  writes. 

Although  Jacobs'  prose  is  clear, 
Short-Term  America  is  often  preachy, 
even  pedantic.  And  the  involved  exam- 
ples he  sometimes  uses  are  tough  going. 
But  the  book's  insights  more  than  com- 
pensate. Understanding  the  structural 
nature  of  America's  shortsightedness  is 
surely  the  first  step  toward  its  cure. 

BY  JUDITH  H  DOBRZYNSKI 
Senior  Editor  DobrzynskI  writcti  frequently 
about  corporate  governance. 
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What  makes  the  luxury  of  our  hotels  a  real  value  is  the  bone-deep  comfort  that  's  built 
into  every  guestroom,  right  down  to  the  pillows  on  the  bed.  These  perlect  concoctions 
of  goose  down  and  feathers  are  so  famous,  guests  have  been  known  to  special-order 
them  for  use  in  their  own  homes.  For  reservations  at  a  Westin,  Caesar  Park  or 


Camino  Real,  call  your  travel  consultant  or  800-228-3000. 
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SIEMENS 


1954.  That  was  then. 


Siemens  opens  its  first  American  office.  Located  in  New  York's  Empire  State  Building, 
a  staff  of  seven  offers  electric  and  electronic  engineering  to  thie  U  S,  marketplace.  First 
year  sales  were  less  than  $1  million. 


c'  Siemens  Corporation  1992 


Today,  Siemens  spans  the  continent  with  450  locations  in  towns  and  cities  across 
America,  making  leading  edge  technologies  in  electric  and  electronic  engineering 
available  coast  to  coast.  Siemens  employs  more  than  35,000  people  nationwide, 
including  15,000  men  and  women  at  60  manufacturing  sites.  Together  they're  contrib- 
uting to  a  growing  company  that's  producing  more  than  $4  billion  in  annual  sales. 
And  all  that  is  continuing  to  make  a  growing  contribution  to  America's  economy 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '92.  Box  8003U,  Trenton,  NJ  08650. 
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iil^onomic  Viewpoint 


IS  THIS  A  SIOWDOWN 
—OR  A  SEA  CHANGE? 


A  case  can  be  made 
that  this  isn't 
a  recession  at  all, 
but  a  contraction 
brought  on  by 
overtaxation  and 
overregulation 
— policies  that  are 
moving  the  economy 
to  a  permanent  path 
of  lower  growth 


PAUL  CRAiG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTITUTE  FOR  POIITICAI 
ECONOMY  IN  WASHINGTON 


A recovery  may  be  waiting  in  the  wings, 
but  it's  too  shy  to  step  onto  the  stage. 
And  for  good  reason:  This  could  be 
the  most  overforecast  recovery  since  the  one 
that  didn't  arrive  in  the  1930s.  The  Bush  Ad- 
ministration and  "blue-chip"  forecasters  have 
been  expecting  the  recovery  since  the  victori- 
ous conclusion  of  the  brief  Persian  Gulf  war, 
and  1991  ended  with  the  stock  market  staging 
a  second  runup  predicting  recovery— investors 
reasoning  that  economic  news  was  so  bad  it 
could  only  get  better. 

Experts  can't  figure  out  why  the  normal 
recession  cycle  of  working  down  inventories  of 
goods  and  consumer  installment  debt  is  taking 
so  long.  Perhaps  they  are  wrong  in  trying  to 
understand  this  slowdown  as  a  recession.  A 
case  can  be  made  that  the  economy  is  under- 
going something  quite  different:  a  policy-in- 
duced fixed-investment  contraction  that  is 
moving  the  economy  to  a  lower  growth  path. 

In  the  days  before  Keynesians  and  mone- 
tarists, business-cycle  theorists  stressed  the 
natural  tendency  of  economies  to  overinvest  in 
fixed  assets  financed  with  debt.  They  held 
that  ovei'investment  leads  to  excess  capacity 
that  must  gi'adually  be  worked  off.  As  earn- 
ings drop,  associated  defaults  impair  the  col- 
lateral and  capital  of  the  financial  system. 

Arguably,  a  similar  but  worse  effect  has 
l)een  caused  by  our  current  policymakers.  The 
desired  stock  of  capital  has  been  reduced  by 
the  tax  and  regulatory  increases  of  recent 
years.  Instead  of  undergoing  an  inventory  coi'- 
rection,  the  economy  is  making  an  adjustment 
to  a  permanently  lower  growth  path.  After 
the  adjustment  to  the  less  favorable  tax  and 
I'egulatory  climate  is  completed,  the  economy 
will  resume  gi'owth,  but  along  a  lower  path 
that  reflects  the  higher  cost  of  capital. 
NEW  LIABILITIES.  Without  doubt,  the  1986  Tax 
Reform  Act  reduced  the  pi'ofitability  of  real 
fixed  business  investment.  This  is  most  easily 
seen  in  commei'cial  real  estate,  where  large 
changes  in  depreciation,  deductions,  and  capi- 
tal-gains taxation  smashed  the  value  of  prop- 
erties. In  an  exuberant  economy  that  had  al- 
ready overinvested  in  real  estate  assets,  the 
tax  reform  greatly  magnified  the  contrac- 
tionary effect. 

The  large-scale  destruction  of  real  estate 
and  financial-institution  wealth,  which  has 
caused  so  many  savings-and-loan  associations 
and  banks  to  go  bust  at  enoi'mous  cost  to  the 
taxpayer,  has  amplified  the  investment  con- 
traction. Financial  institutions,  under  pressure 
by  regulators,  have  switched  to  an  archcon- 
sei'vative  lending  mode,  thus  making  it  harder- 
to  finance  any  investment. 

Just  as  hikes  in  federal  taxes  mimic  the  ef- 


fects of  overinvestment  on  profits,  so  do  in 
creases  in  regulation  and  state  and  local  taxes 
The  Bush  Administration  has  so  massively 
added  to  regulatory  costs  with  clean-air,  dis 
ability,  and  civil  rights  acts  that  the  Nationa 
Journal  has  labeled  Bush  "the  Regulatory  Pres 
ident."  The  billions  of  dollars  that  businesses 
must  invest  to  comply  with  new  regulation; 
add  nothing  to  their  profits,  thus  lowering  re 
turn  on  investment.  Constant  increases  ir 
property,  income,  and  excise  taxes  at  statt 
and  local  levels,  together  with  the  explosion  ii 
tort  liability  and  growing  legal  unpredictabili 
ty,  have  also  reduced  the  earnings  of  busi 
ness'  fixed  investments.  The  1991  Civil  Right; 
Act  added  enormous  legal  liabilities  to  em 
ployment,  reducing  the  expected  earnings 
of  business  capital. 

PLUMMETING  CONFIDENCE.  If  the  economy  is 
undergoing  a  policy-induced  fixed-investmen1 
contraction,  the  usual  antirecessionary  poli 
cies  designed  to  boost  consumer  spending 
could  be  ineffectual  or  counterproductive 
Higher  consumer  demand  alone  won't  make 
businesses  profitable  if  taxes  and  regulations 
have  killed  the  rate  of  return  on  investment;  i1 
will  just  drive  up  prices  as  it  did  in  the  1970s 
Lower  interest  rates  can  boost  the  cash  flow 
of  business  and  households  and  r-educe  loan-de 
fault  rates,  but  they  cannot  offset  the  de 
pressing  effect  on  earnings  of  higher  taxes 
regulation,  and  lawsuits. 

Fortunately  for  the  inflation  rate,  many  ol 
the  actions  contemplated  by  policymakers  tc 
stimulate  consumer  demand,  such  as  middle- 
class  tax  rebates,  will  have  only  negligible  ef 
feet  on  the  economy.  Years  ago,  Milton  Fried 
man  postulated  that  consumer-spending 
patterns  reflect  permanent  income  only,  anc 
economists  have  found  that  temporary  ta> 
changes,  such  as  the  1968  surtax  and  1975  taj< 
rebate,  have  had  little  effect  on  consumption, 

There  is,  nevertheless,  a  danger  in  policy- 
makers' misunderstanding  the  economy's  woes 
When  antirecessionary  policies  designed  tc 
boost  demand  have  no  effect,  confidence  could 
plummet  further.  On  the  other  hand,  an  ir- 
refutable demonstration  of  the  impotence  ol 
govei'nment  policy  might  puncture  the  faith  in 
big  government  that  has  plagued  our  culture 
since  the  1930s. 

If  policymakers  are  unhappy  with  the  econ- 
omy's movement  to  a  lower  gi'owth  path,  they 
will  have  to  reverse  their  own  handiwork— the 
tax  and  regulatory  changes  that  have  made  it 
impossible  to  sustain  the  growth  path  of  the 
1980s.  Measures  aimed  at  boosting  demand 
cannot  offset  the  government  policies  that  are 
pushing  the  economy  down  to  a  lower  growth 
path.  ! 
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It  might  be  an  extra  pillow.  Or  the  up-to-date  reading  material  that  you'll  find  on  every  flight.  Maybe  it's 
the  Independent  Television  News  beamed  daily  via  satellite  from  London.  All  little  things.  But  on  our  daily 
nonstop  Big  Top'"  747  from  Los  Angeles  to  Tokyo,  we've  never  forgotten  how  important  those  little  things 

A  great  wav  to  Hv 

can  be.  En  route,  enjoy  inflight  service  that  even  other  airlines  talk  about.  SIPGAPORE  AIRLIPES 
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Running  a  business  can  be 
prertv  tough.  \\Tiich  is  exacth'  wiiv 
Don  Schulze-CEQCFO.COO  and 
all-around  small  business  person- 
turned  to  the  Microsoft  Solution 
Series.  You  see,  the  Solution  Series 
has  \\iiat  it  takes  to  help  small  busi- 


ness people  manage  their  business. 
Xot  to  mention  grow  it. 
Just  take  the  all-new 
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oi  WE  Works  for  Windows  as  an 

YEAR* 

;  ^  • « acrr  example.  It  comes  with  a 
^    word  processor,  spread- 
-  sheet,  charting,  database 
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on  Series  for  small 
a  dog-eat-dog  world 


paring  publishing-quality  documents 
a  snap.  So  whether  Don  is  creating 
a  newsletter  hailing  the  sai^sage  of 
the  month,  redesigning  a 
menu  or  just  updating  his 
business  forms,  he  knows 
he'll  look  good. 

Finally  there's 
Microsoft  Money  It's 
the  easiest  way  to  find  out 
''tMS::^.  exactly  where  your  money 
is  going.  It's  also  the  easiest  way  to 
manage  all  your  accounts-checking, 
savings,  credit  cards  and  so  on. 

But  most  importantly  they 
all  run  under  the  Windows  graphical 
environment:  which 
means  they  work  a 
lot  less  like  a  com- 
puter and  a  lot  more  ^ 
like  you.  And  since 
they  look,  feel  and 


They're  all  easy  to  leant  and  use 
because  thev  work  like  vim  do. 


and  drawing  tools.  And  since  every- 
thing works  together,  you'll  find  it's 
sasy  to  do  things  like  business  plans, 
customer  mailing  lists,  even  inven- 
tory management. 

Then  there's  new  Microsoft 
Publisher  for  Windows.  It  makes  pre- 


act  much  the  same,  when  you  know 
one  you  know  them  all.  For  the  re- 
seller nearest  you,  call  (800) 541-1261, 
Dept.T56.  And  help  keep  your  busi- 
ness from  going  to  the  dogs. 

Microsoft 
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^onomic  Trends 


BY  GENE  KORETZ 


AMERICA'S  NEGLECTED 
WEAPON: 

ITS  EDUCATED  WOMEN 

Economic  observers  have  long  be- 
wailed the  lagging  educational 
achievements  of  American  youth,  warn- 
ing that  the  nation's  competitiveness 
and  standard  of  living  will  gi-adually  de- 
cline as  better-educated  work  forces 
overseas  eclipse  the  perfonnance  of  U.  S. 
workers.  A  recent  study  by  Education 
Dept.  researcher  Clifford  Adelman,  how- 
ever, argues  that  such  dire  predictions 
neglect  the  potential  contribution  of  a 
key  segment  of  the  population.  By  ana- 
lyzing the  post-high-school  educational 
and  work  experiences  of  the  high  school 
class  of  1972,  the  study,  entitled  Women 


A  FEMALE  EDGE  IN 
COLLEGE  PERFORMANCE 

MAJOR  FIELD  OF  STUDY: 
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DATA:  EDUCATION  DEM, 

at  Thirtysomethi/ig,  provides  telling  evi- 
dence that  women  are  a  critical,  under- 
utilized resource  in  the  economy. 

The  study's  main  emphasis  is  women's 
consistently  superior  academic  perfor- 
mance, starting  with  high  school.  "No 
matter  how  one  slices  the  high  school 
class  of  1972,"  notes  Adelman,  "whether 
one  looks  only  at  blacks  or  whites  or 
Hispanics,  or  at  high  or  low  socioeco- 
nomic backgrounds,  women's  average 
class  rank  exceeds  that  of  men." 

Women  also  excelled  in  college.  Al- 
though as  many  women  as  men  went 
directly  on  to  college,  women  were  more 
likely  to  win  scholarships  and  to  earn  de- 
gi'ees  rapidly.  And  while  women  tended 
to  major  in  different  fields  than  men, 
their  average  grades  were  higher  no 
matter  what  field  they  studied  (chart). 

The  study  also  notes  that  college 
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women's  attitudes  toward  education 
grew  more  positive.  The  percentage  as- 
piring to  gi-aduate  degi'ees  rose  sharply, 
and  more  women  than  men  continued 
their  educations  after  the  age  of  30,  with 
many  moving  into  such  fields  as  ac- 
counting and  computer  science. 

The  problem,  notes  Adelman,  is  that 
women's  superior  educational  perfor- 
mance and  commitment  was  not  re- 
warded in  the  labor  market.  The  study 
found  that  women  at  all  educational  lev- 
els tended  to  experience  more  unem- 
ployment than  men,  even  if  they  were 
childless.  And  by  the  time  they  were 
in  their  early  30s,  women  were  able  to 
achieve  pay  ecjuity  with  men  in  only  7  of 
33  major  occupations— and  in  five  others 
if  they  had  earned  more  than  eight  cred- 
its in  college-level  mathematics. 

The  surprising  thing  is  that  women's 
spirits  remain  high.  Despite  a  pervasive 
pattern  of  lower  pay  and  less  chances 
for  advancement,  the  study  found  that 
more  women  than  men  felt  their  educa- 
tions were  useful  in  their  work.  And 
they  tended  to  be  more  satisfied  with 
working  conditions,  job  relationships, 
and  the  chance  to  develop  new  skills. 

"U.  S.  women,  of  all  races,"  observes 
Adelman,  "are  the  best  educated  and 
trained  in  the  world."  They  already 
make  up  more  than  half  of  all  enrollees 
and  degree  recipients  at  all  levels  of 
higher  education  except  the  doctorate- 
compared  to  only  ;34%  of  college  entrants 
in  Japan  and  42%  to  45%  in  major  Eu- 
ropean countries. 

The  challenge,  says  Adelman,  is  to 
utilize  women's  enthusiasm  and  educa- 
tion productively  and  to  reward  them 
ecjuitably.  "If  we  can  do  that,  America's 
standard  of  living  can  continue  to  gi"ow." 


IT'LL  TAKE  MORE  THAN 
RATE  CUTS  TO 
REV  UP  AUTO  SALES 

Although  auto  loan  interest  rates 
have  declined  1.6  percentage  points 
in  just  two  months,  economist  Richard 
Berner  of  Salomon  Brothers  Inc.  thinks 
far  heftier  rate  cuts  will  be  needed  to 
get  car  sales  moving.  For  one  thing,  he 
notes  that  because  of  the  elimination  of 
interest  deductibility,  the  aftertax  cost  of 
borrowing  to  finance  an  auto  is  no  lower 
than  it  was  during  much  of  the  1980s. 
At  the  sam.e  time,  car  prices  have  risen 
shai-ply  over  the  past  decade,  because  of 
an  increasing  array  of  options  and  man- 
dated quality  improvements. 

Pehaps  most  important,  continued 
weak  job  and  income  growth  and  un- 
certainty about  employment  prospects 
are  keeping  a  lid  on  demand,  as  is  the 


likelihood  that  many  car  owners  who 
took  out  five-year  loans  several  years 
ago  are  stuck  with  trade-in  values  that 
are  lower  than  their  loan  balances.  "The 
Steady  improvement  in  vehicle  quality," 
adds  Berner,  "is  allowing  a  lot  of  drivers 
to  hang  on  to  their  cars  longer." 


WHY  UNEMPLOYMENT 
HAS  THE  REPUBLICANS 
SO  NERVOUS  

To  understand  the  Republicans'  gi'ow- 
ing  concern  with  "jobs,  jobs,  jobs," 
consider  the  following  election-year  cal- 
culus: The  drop  in  employment  rolls  in 
the  bellwether  state  of  New  Hampshire 
in  the  past  two  years  is  the  largest  in 
percentage  terms  since  the  late  1940s. 
And  the  weighted  unemployment  rate  of 
the  11  largest  states  now  stands  at  7.7%, 
the  highest  of  the  recession. 

Economist  David  Resler  of  Nomura 
Secmities  International  Inc.  notes  that  "a 
Presidential  candidate  needs  to  carry 
only  these  11  states,  plus  any  two  oth- 
ers, to  win  the  election." 


JUST  HOW  EXCESSIVE 
ARE  THE  PAY 
SCALES  Of  U.S.  CEOs? 

To  many  observers,  the  salaries  of 
U.  S.  top  corporate  executives  seem 
wildly  excessive— especially  when  mea- 
sured against  the  differentials  between 
top  and  average  pay  levels  that  exist 
in  foreign  companies.  But  Ira  Kay  of 
management  consultants  Hay  Group  ar- 
gues that  such  negative  comparisons  are 
not  entirely  justified. 

"CEO  pay,  unHke  the  pay  for  lower- 
level  employees,  is  largely  pegged  to 
the  size  of  the  organization,"  explains 
Kay.  "The  larger  the  company,  the  big- 
ger and  more  complex  the  job."  Thus, 
because  the  U.  S.  has  far  more  multibil- 
lion-dollar  corporations  than  other  coun- 
tries, it  has  more  high-paid  CEOs. 

To  prove  his  point,  Kay  cites  Hay 
data  on  international  pay  levels  (annual 
salary  plus  bonus)  for  chief  executive 
officers  of  companies  with  revenues  be- 
tween $500  million  and  S800  million.  For 
the  U.  S.,  CEOs  of  such  companies  enjoyi 
average  pay  levels  that  are  13.6  times' 
those  of  entry-level  professionals.  For| 
Italy,  Germany,  Britain,  and  Japan,  suchj 
pay  multiples  are  comparable,  ranging; 
from  12.1  to  13.1.  Kay  concedes,  howev-| 
er,  that  his  data  don't  include  long-termj 
incentives,  which  play  a  big  part  in  U.S.j 
executive  compensation  but  are  negligi-' 
ble  in  countries  like  Japan. 


ECONOMIC  IRENE 


According  to  J.D.  Power  &  Associates, 
the  Town  &  Country  has  the 
best  customer  satisfaction  ranking  of  any  minivan. 
By  a  comfortable  margin » 

The  American  family  never  had  it  so  luxurious.  An  abundance  of  leather.  Power 
windows  and  door  locks.  And  the  American  family  never  had  it  so  sate.  With 
a  driver's  minivan  air  bag.*  Anti-lock  brakes.  Or  the  available  all-wheel  drive. 


It's  no  wonder  Town  &  Country 


owners  are  more  satisfied 


than  any  other  minivan 


owners  in  the  worldl  And  for  1992, 


we  now  offer  the  Owner's  Choice  Protection  Plan.  Choose  between  a  3-year/36,000-mile 
bumper-to-bumper  warranty  or  a  7-year/70,000-mile  powertrain  warranty!^  Which  should  make 
next  year's  margin  even  more  comfDrtable.  For  more  information,  call  1 -800-4 A-CHRYSLER. 

ADVANTAGE:  CHRYSLER 

A        DIVISION        OF        CHRYSLER  CORPORATION 


■  Fully  effective  only  with  seat  belt,  tj  D,  Poweiand  Associates  1991  Light  Dury  Truck  CusKmet  Satisfaction  with  product  quality  and  dealer  setvicc.  Study  based  on  a  total  of 
10.458  consumer  responses  on  1990  models,  tt  First  owner  chooses  either  1/12  basic  with  7/70  powertrain  OR  3/36  basic  warranty.  3/36  excludes  normal  maintcn.ince. 
adjustments  and  wear  items.  See  these  limited  wananties  and  details  at  dealer.  Restrictions  apply. 


OFFICIAL  SPONSOfi 


USA 

OQP 


"Receiving  the  Gold  IDEA  for  the  Brick  computer's  unique  and  innovative  design 
distinguished  us  from  all  the  others.  This  award  gave  us  the  credibility  we  couldn't  have 
bought  with  any  amount  of  mxmey."  —Tom  Spalding,  President,  Ergo  Computing  Inc. 

I The  next 
big  IDEA. 


The  1992  Industrial  Design  Excellence  Awards 

Weak  sales.  Foreign  competition.  Flat  pro-  winners  in  a  June,  1992  issue.  U.S.  designs  of 

fits.  It's  no  secret  that  the  world  of  business  business  and  medical  equipment,  consumer 

has  never  been  tougher.  Customers  demand  products,  heavy  machinery,  transportation, 

value,  the  kind  of  value  that  only  effective  packaging,  exhibits,  and  furniture  are  eligible, 

industrial  design  can  provide.             .  17                               ,       ,  . 

Design  sells,  and  the  best  ^A'^^^Cfl/,  ^^^'^^^'T.V'l^'T'f''' 

.  ^,  -OVX-'*"    s     ^//o        kits  is  Feb.  20, 1992.  The  kits 


product  design  can  eani  the 
best  corporate  ROI. 

;  Business  Week  is  again 
sponsoring  the  Industrial  , 
De^^Eixcellence  Awards 
(IDEAI^nual  competition 
conductew^y  the  Industrial 
'  Designers  ^(jjpiety  of  America, 
The  magazine  "js^ill  publish  the 
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The  deadline  for  ordering  entry 
kits  is  Feb.  20, 1992.  The  kits 
must  be  submitted  by  Feb.  2Jt. 
^?  Far  entry  information, 

procedures,  and  fees  contact: 
^  Industrial  Designers 

^    Society  of  America  (IDSA), 
1142  Walker  Rd.,  Suite  E, 
Great  Falls,  VA  22066 
Phone:  703  759-0100 
Fax:  703  759-7679 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


mil  THE  FED  LOWER  RATES  AGAIN  SOON? 
IT  MAY  HAVE  NO  CHOICE 


WHERE  EMPLOYMENT 
STILL  LOOKS  BLEAK 


Federal  Reserve  Board  Chairman  Alan  Greenspan 
strongly  hinted  in  his  Jan.  10  testimony  that  the 
Fed  was  leaving  the  door  open  for  another  easing 
f  monetary  policy.  With  the  economy  hobbling  into  the 
Jew  Year,  it  may  not  take  long  for  the  central  bank  to 
lip  another  cut  in  interest  rates  through  the  door. 

The  December  data  make  it 
evident  that  the  economy  needs 
more  help.  Consumers  are 
caught  in  a  downward  spiral  of 
weak  job  markets,  sagging  con- 
fidence, negligible  income 
growth,  and  the  resultant  re- 
straint on  spending.  A  sustain- 
able recovery  is  impossible  until 
consumers  can  break  out  of  this 
vicious  cycle. 
The  prognosis  is  not  good. 


Except  for  the  unrelenting  gains  in  health  care  jobs  and 
,  fluky  jump  in  government  payrolls,  employment  is 
ailing.  And  the  yearend  numbers  on  retail  sales  confirm 
hat  the  holiday  shopping  season  was  a  disaster  that  left 
etailers  and  wholesalers  awash  in  a  sea  of  their  own 
aventories. 

After  the  Fed's  aggressive  easing  on  Dec.  20,  Green- 
pan  suggested  that  he  would  like  to  wait  and  judge  the 
.dequacy  of  the  monetary  stimulus  already  in  the  pipe- 
ine  before  cutting  rates  again.  But  with  the  New  Year 
iff  to  such  a  poor  start,  he  may  not  get  the  chance.  In 
■arly  January,  commodity  prices  sank  to  a  four-year  low, 
he  M2  money  supply  sagged  anew,  and  car  sales  were 
errible.  Worse  yet,  new  claims  for  jobless  benefits  are 
in  an  uptrend. 


THE  JOBS 
JUST 
AREN'T 
THERE 


Nothing  says  more  about  the  decrepit 
state  of  the  economy  than  the  labor  mar- 
kets. Through  December,  employment 
conditions  were  not  improving.  Nonfarm 
ndustries  added  31,000  workers  last  month.  On  a  base  of 
.08.8  million  jobs,  that's  es.sentially  no  growth. 

Only  47.2%  of  the  356  industries  surveyed  in  December 
idded  workers.  That  figure  has  been  below  50%  since 
)ctober,  a  sign  that  most  industries  are  either  holding 
-he  line  on  payrolls  or  laying  off  workers. 

Indeed,  excluding  the  health  care  industry,  private 
)usinesses  shed  80,000  jobs  in  December,  and  companies 
lave  been  cutting  payrolls  since  September  (chart), 
iealth  care,  which  accounts  for  less  than  8%'  of  all 
lonfarm  employment,  added  45,000  new  jobs  in  Decem- 
)er.  Government  payrolls  rose  by  an  improbable  66,000. 


Given  the  strains  on  state  and  local  governments,  that's 
clearly  a  quirk  in  the  Labor  Dept.'s  seasonal  adjustment. 

Making  matters  worse,  the  November  drop  in  payrolls 
turned  out  to  be  24,000  larger  than  originally  reported. 
Labor  now  puts  the  decline  at  265,000.  Since  April,  1991, 
when  the  recession  was  thought  to  have  ended,  employ- 
ment has  risen  by  an  average  of  13,000  jobs  a  month. 
The  average  monthly  increase  during  the  first  eight 
months  of  past  recoveries  was  more  than  150,000. 

The  lack  of  job  growth  pushed  the  unemployment  rate 
in  December  to  7.1% — the  highest  in  5V2  years.  That 
could  further  erode  consumer  confidence.  Moreover,  the 
jobless  rate  may  well  move  higher  in  January,  given  the 
rising  trend  in  new  jobless  claims. 

Manufacturers  continued  to 
slash  payrolls  in  December. 
They  cut  32,000  jobs,  about  the 
same  as  in  the  three  preceding 
months,  shrinking  factory  em- 
ployment to  an  8y2-year  low. 
The  factory  workweek  rose  by 
six  minutes,  to  41.1  hours,  but 
the  combination  suggests  that 
industrial  production  in  Decem- 
ber posted  little,  if  any,  growth. 

The  rise  in  the  workweek,  to 


A  BLUE  CHRISTMAS 
FOR  RETAILERS 


JAN  '91 
▲  BILllONSOf  DOIURS 

DATA  COMMERCE  DEPT 


the  longest  since  April,  1989,  would  normally  be  a  favor- 
able sign  of  future  gains  in  output.  However,  with  sales 
of  consumer  goods  weakening  at  yearend,  and  with  in- 
ventories of  consumer  items  on  the  rise,  the  outlook  for 
factory  orders  and  production  this  winter  is  not  bright. 


STAND 
SILENT 


CASH  The  sad  state  of  the  labor  markets  killed 

REGISTERS  any  chance  for  a  successful  holiday  shop- 
ping season.  Skittish  about  their  job  pros- 
pects, consumers  sat  this  Christmas  out. 
The  Commerce  Dept.  reported  that  retail  sales  fell  by 
0.47"  in  December,  on  top  of  a  sharp  reversal  in  the 
November  data.  Sales  in  that  month  dropped  0.5%-,  in- 
stead of  rising  0.3%  as  first  reported.  Downward  revi- 
sions in  the  November  numbers  were  widespread,  but 
sales  at  car  dealerships  and  clothing  stores  saw  swings 
that  exceeded  a  full  percentage  point. 

Retail  sales  now  stand  at  their  lowest  level  since  April 
(chart).  And  initial  reports  for  January  show  more  slug- 
gishness. Sales  of  domestically  made  new  cars  dropped 
to  an  annual  rate  of  5.3  million  for  the  first  10  days  of 
the  month.  That's  even  lower  than  the  poor  5.9  million 
pace  for  all  of  December. 
But  other  retailers  are  hurting  as  well.  Nonauto  retail 
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sales  slipped  0.2^'^  in  December,  the  fifth  consecutive 
Department  stores,  which  are  dependent  on  the 

  shopping  season,  sav."  >a!e?  drop  a  steep  2.2^c 

last  month.  And  receipts  at  .  stores  fell  O.l'^c 

Some  of  the  decline  reuccn  a^ep  discounting,  but 
sales  volume  suffered  as  well.  Real  retail  sales  fell  last 
quarter  at  an  estimated  annual  rate  of  S^c.  a  drop  that  is 
sure  to  be  a  considerable  drag  on  fouith-quarter  econom- 
ic grov^th. 

Becatise  of  lisinc;  -nt  and  tight  household 

budgets,  consumers  .  -.  -  ",..v  extra  cash  at  a  time  when 
credit-card  use  is  on  the  wane  as  well.  Consumer  credit 
grew  by  a  tiny  S2~  November.  Households 

have  pared  dovm  the.      -  .  . ;  .  .stallment  debt  outstand- 
ing to  lT.2^c  of  disposable  incom.e.  from  17.8^  a  year 
The  iP-creased  emphasis  on  pajing  down  existing 
-  vhiie  good  for  the  economy  in  the  long  run — will 
restrain  retail  sales  over  the  next  few  months. 

For  all  of  1991.  the  0.7^^  gain 
in  retail  sales  was  the  lowest 
yearly  increase  since  the  gov- 
ei-nm.ent  began  keeping  records 
in  1970.  The  dismal  Christmas 
season  means  that  many  retail 
chains  will  report  disappointing 
fourth-quarter  profits,  while 
others  are  ha\"ing  problem.s  pay- 
ing t'-^e:'.-  ?uppliers  (page  2S). 
1/  ■  sales  performance 
  also  ai^i-cars  to  have  left  retail- 
ers vdth  an  overhang  of  inventories.  In  November,  in- 
ventories held  by  manufacrui-ers.  wholesalers,  and  retaD- 
ei-s  rose  0.2^.  All  of  the  increase  was  at  retailers  and 
wholesalers.  Since  June,  retail  stockpiles  are  up  S-'<.  but 
sales  have  fallen  0.6^^.  Inventories  :  urable  retail 
goods  are  clearly  excessive:  The  rati'.  ;:ock  levels  to 
sales  jum.ped  to  a  record  high  in  November. 
T           :up  in  inventories  ".il":  n'.ean  more  problems 


GOODS  PRICES 
ARE  SUBDUED 


for  the  factor}-  sector.  With  so  many  goods  on  hand, 
retailers  won't  be  ordering  much  this  quarter.  And  with 
little  demand  for  their  goods,  producers  will  not  be  able 
to  raise  prices  by  much  in  the  coming  months. 


THE  SILVER 
LINING: 
INFLATION 
IS  TAME 


SERVICES  LEAD  THE 
WAGE  SLOWDOWN 


Inflation  is  still  the  best  part  of  the  out- 
look. Weak  demand  and  slower  growth  in 
wage  costs  are  restraining  price  hikes  at 
both  the  producer  and  consumer  levels. 
Producer  prices  are  exceptionally  tame  (chart).  Prices 
of  finished  goods  fell  0.2^c  in  December.  For  the  year, 
they  dipped  for  the  first  time  since  1986 — and  for  the 
same  reason:  falling  energy-  prices.  Oil  prices  are  down 
some  S-5  a  barrel  since  early  November,  and  further 
dechnes  cotdd  be  in  store  for  1992.  as  supply  from  Ku- 
wait and  perhaps  Iraq  returns  to  an  oil  market  facing 
weak  dem.and  from  the  global  economic  slowdown. 

Slower  wage  growth  is  anoth- 
er big  plus  for  the  inflation  out- 
look. Although  houiiy  w-ages 
jumped  a  steep  0.7'^  in  Decem- 
ber, they  rose  at  an  annual  rate 
of  only  2.1""^  in  the  fourth  quar- 
ter, the  smallest  quarterly  rise 
in  nearly  four  years.  During  the 
past  year,  hourly  earnings  have 
grown  S.l^f.  and  wage  growth 
in  private-sector  senices  has      ^  :  i    r;  ' - 

fallen  to  3.6'"^.  down  about  a   

percentage  point  from  the  pace  of  uvo  yeai-s  ago  (chart). 

Such  sterling  inflation  prospects  will  make  it  easy  for 
the  Fed  to  shoot  down  interest  rates  when  the  opportuni- 
ty" presents  itself.  That's  not  likely  to  come  before  the 
next  emplojTnent  report,  due  on  Feb.  7.  But  with  the 
economy  starting  the  New  Year  with  hea\y  retail  inven- 
tories and  absentee  consumei-s.  the  Januarj"  job  numbers 
may  well  look  even  woi-se  than  those  for  last  month.  If 
so.  the  Fed  will  pull  the  nigger. 


HOUSING  STARTS 


Wediiesday.  Jan.  22.  i:30  a.  m. 
Hou.?ing  sians  probably  stood  at  an  an- 
nual rate  of  l.OS  million  in  December, 
according  to  economists  surveyed  by 
MMS  Intemarional.  a  division  of  McGraw- 
Hiii  Inc.  If  so.  homebmlding  vs"as  liule 
changed  from  the  1.07  million  pace  of 
November,  despite  a  continued  fall  in 
mortgage  rates.  For  all  of  1991.  the 
housing  industry  probably  started  work 
on  1  million  homes — the  slowest  yearly 
pace  in  the  p<>5twar  era. 

INITIAL  UNEMPLOYMENT  CLAIMS 

Tr.ursday.  Jar'.  23.  s:3U  a.m. 

Xev%-  filings   for  state  unemiplojinent 

.  enefits  could  like  a  big  jum.p  for  the 


■.vcek  ended  .Jan.  11.  possibly  landing 
ciose  to  -500.000  at  an  annual  i-ate.  That's 
because  this  period  had  no  holidays, 
such  as  Chj-istmas  and  New  Year's  Day. 
when  state  emplo\Tnent  offices  were 
closed.  However,  during  the  holiday- 
shortened  week  ended  Dec.  2S.  claims 
increased  by  22.CiO<3.  to  an  annua!  rate  of 
4-5S.0O0.  a  clear  sign  the  econom.y  ended 
1991  in  a  severely  weakened  state. 

FEDERAL  BUDGH  

Th  unsdcu.  Ja/i.  23.  2  p.m. 
The  >DIS  consensus  expects  that  the 
U.  S.  -      ■        "     ^   ;  ost  a  deficit  of 
.S4.1  :  -i:  That's  a  bit 

t-  "  .  tnc  -ST.ii  LiUiion  of  December. 

1.  -  r  of  that  high  deficit  of  a  year 
ago  r.:  -  -       '         •  -ration 


Desert  Shield.  For  the  first  quarter  of 
fiscal  19''_      -  -  -         :ed  to  to- 

tal SSo.-:  em  from 

the  SSt:  -  car  earlier. 

Gro%\~th  _  oudaj^s  and 

tax  receipts  nas  aetenorated  over  the 
pas:  four  quarters. 

CAR  SALES  

Ttiursday.  Jan.  2-3.  5:15  p.m. 
Sales  of  new  U.  S.-made  cars  probably 
inereastrd  to  an  annual  rate  of  about  -5.8 
:  '--^       : ■•■om  their 
n  in  the 

.         -  Lax  bu\ing 

has  .  :  trend  since 

-July.  lyyl.  wnen  saics  nit  6.6  million. 
Tnat  suggests  more  cuts  in  auto  output 
and  more  generous  sales  incentives. 
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ABESHO-SEU 


A  compute| 
price  wac 


ALR  is  winning  liie 
PC  price  war  cin 
every  front  wiili 
ground  breal^ing 
prices  on  boili  ilic 
BusinessVEISA 
48G/33  and 
PowerFlex  48GASX 


i486DX 

VPCIUnEMLE  TO  SO-HHi 


Tine  BusincssVi:iSA 
486/33  charges  into  Ijaiiie  wiih  33-lVIHz 
i486DX'^'  processing.  conit:)aiibiliiy  wiili 
32-bit  EISA  teclmology,  and  a  radic  ally 
low  price  of  $  1995.  No  ai^plicaiion  is  loo 
advanced  for  this  powerlul  system.  The 
BusinessVF.I.SA  cvcw  includes  ALR's 
modular      U^fi^/^  iU  CPU!''''  technology, 
offering  comf  jatiljiliix'  with  luiure,  faster 
processors. 

The  BusinessVEISA  series  lias  a  ira(  k 
rec(jrd  ol  winning  prestigious  aw<trds 
from  industrv'  ex|jerts.  Re( cis  ing  three 
"Editor's  C^hoice"  awards  U'C  Skmay.ini- 
and  C'()/n;)n/cr  Hescllcr  Ncius)  since  .\\  )i  il 
1 99 1  and  internationally  accliiimed  as 
"Product  of  the  Year"  by  Germany's  r.i  Hi' 
MiHju/.in.  tills  imfiressive  s\stem  guaran- 
tees vou  a  safe  in\estmeiit 


20-MHz 
i486SX 

IIPeiUDE/lRLK  TO  .4IIKDX 

$i,4»r> 


..has  been 
launched  by 
Advanced 
Logic 

Research." 


TUESDAY 


NOVEMBER  5,  1991 


l-8(  )()-444-4ALR 


MVP 


Adv.iiupd  I.<jCI(  r<i" 


'I4nl    l(  TC  )l  111 !}(  J 

lr\  1II1-,  ( -,\  <l.i7  I  K 
I  l-.L  1714)  .'"jKI-()770 
r.W  (7141  -'■>Kl-')240 


.Xiini  11  UK  ing  a 
n  A  I  ill  ilii  11 1  II 1  I '( 

I  )l  II  (  Vl  l(  Til  11 1  III  11  H  ( ■ 

llir  .\M< 
I '( )V\ crl  lex 
t8(>.\S.\  ( l<  livers 

I  KS(  i.sx  '    I  III )(  cs.s- 

II  I  )(  IWI  T  .  II  II  I 
slali--iil-llii-,ill 
1 1|  )>-;l  '  II  li '  li  I  I II 1'  il- 

I  igy  loi  lcv\(T  (liillais  111,  II I  in,iii\  Ics.s 
piiwerlul  :!H(xS.\-l )<i.s( ■(  1'^'  s\siiTiis. 

l-liil  llir  I 'I  iwi  Tl  l<  x  48(),\.S,\  IS  MHiri-  lliaii 
|i  isi  ,  I  li  iw-|  )i  11  I  ■(  I  pi  iwi  'rhi  II  IS!  ■    IW  I II II  ■  I  il 
,iki  ■  .11  \\\ II  il.  ij-ji  ■  I  il 
li  H  k  I  II  ml  iliT")  (  I  n  ■ 
1 1)  i,l;i  ,  h  II  ■  K  ■<  1 11 11  ill  >'fXV 
III  11  II  ■  lull  nr.  \  i  n  ill 
1  I  )i  ■  ,  il  )l< '  11 1  I  ill  1^  a 
1  III  1  II  111  1  II  K  ' 

'  Pnwerl-lcx  4K(i,\SX's 
math  coprocessor 
socket  and  increase  system  processing 
piivvcr  up  lo  74%.  As  i\  memtxT  nl  .\l,K's 
award-winning  Poweri-lex  lamiK'.  ihis 
system  also  incorporates  an  advanced 
modular  C.l'l  '  design,  giving  \-ou  the- 
atoility  to  upgr.icic-  lo  2."'>-.Vll  Iz  i4Ki)l  ).\'^' 
[jower  i(  ic  la\  I 
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A  'DEATH  KNELL' 
AT  MACY'S? 

THE  DEAL  THAT  LOOKED  SO  SOLID  TO  SO  MANY  BIG  NAMES  IS  GOING  BUST 


This  was  the  deal  that  couldn't  lose. 
The  nation's  smartest  retailer  was 
teaming  with  some  of  America's 
savviest  investors  to  pull  off  the  largest 
leveraged  buyout  in  retailing  ever.  Star- 
ry-eyed projections  foresaw  a  spectacu- 
lar future  for  a  private  R.  H.  Macy  & 
Co.  So  confident  in  the  deal  was  Chief 
Executive  Edward  S.  Finkelstein  that  he 
invested  $4.4  million  of  his  own  dough  to 
grab  4.7'/'  of  the  action.  Legendary  in- 
vestor Laurence  Tisch's 
Loews  Corp.  was  good  for 
15';,  while  Wall  Street  wun- 
derkind  Michael  Price  (page 
74)  of  Mutual  Series  Fund 
Inc.  took  18';. 

So  much  for  all  those 
smarts.  Macy's  is  unraveling 
fast.  And  if  Finkelstein,  the 
4;^-year  Macy's  veteran  who 
masterminded  the  scheme, 
can't  pull  off  a  miracle,  his 
chance-of-a-career  deal  may 
well  end  up  in  Chapter  11  this 
year.  On  Jan.  25,  payments 
are  due  to  the  suppliers  of 
Macy's  clothing,  bedding,  jew- 
elry, and  other  merchandise. 
The  checks  are  already  late, 
and  if  Finkelstein  can't  meet 
the  deadline,  shipments  of 
fresh  goods  figure  to  dry  up 
fast.  With  few  goods  to  put 
on  the  shelves  this  spring, 
Macy's  would  virtually  l)e  en- 
sured a  trip  to  bankruptcy 
court,  according  to  a  Lehman 
Brothers  analysis  (table). 
RETAIL  DIVE.  Macy's  insists  bankruptcy 
isn't  even  an  option.  "The  company  has 
no  plans  to  file  for  Chapter  11,"  says  a 
spokesman.  "We  do  not  think  it  would 
be  in  our  interests  to  do  so."  Instead, 
Macy's  says,  a  "comprehensive  plan"  is 
under  development  at  Goldman,  Sachs  & 
Co.,  the  firm  that  pulled  in  $30  million  in 
fees  for  taking  Macy's  private  in  the 
first  place.  Its  aim,  Macy's  says,  is  to 
clean  up  the  company's  balance  sheet  by 
reducing  its  $3.4  billion  in  debt. 


To  work,  the  Goldman  plan  will  have 
to  be  a  doozy.  Not  the  least  of  Macy's 
woes  is  the  worst  retail  slump  in  de- 
cades: The  Commerce  Dept.  reported  on 
Jan.  14  that  retail  sales  last  year  rose 
just  0.77',  the  smallest  annual  increase 
since  the  agency  began  tracking  the  fig- 
ures in  1970.  After  inflation,  retail  vol- 
ume actually  sank. 

But  Macy's  biggest  worry  is  all  the 
debt  it  must  pay  off.  As  if  the  original 


r 


CEO  FINKLESTEIN:  HE  NEEDS  TO  PULL  A  RABBIT  OUT  OF  HIS 


LBO  debt  weren't  enough,  Macy's  in  1988 
added  $1.1  billion  by  acquiring  the  tony 
California  chains  I.  Magnin  and  Bull- 
ocks. Finkelstein  made  a  game  bid  to 
rebalance  the  retailer's  finances  by 
bringing  in  fresh  capital.  In  late  1990, 
Sir  Run  Run  Shaw,  a  Hong  Kong  movie- 
maker, paid  $48  million  for  11.6%  of 
Macy's  preferred  stock.  That  same 
month,  Tisch,  Price,  and  the  other  big 
investors  coughed  up  another  $92  mil- 
lion. And  G.  E.  Capital  Corp.  bought 
Macy's  credit-card  operations  for  $100 


million,  along  with  $20  million  in  pre- 
ferred stock.  With  the  extra  cushion, 
Finkelstein  last  year  laid  out  $150  million 
for  television  ads  he  hoped  would  get 
hordes  of  shoppers  back  in  the  aisles. 
DOWNGRADED  BONDS.  No  such  luck,  and 
now  creditors  are  growing  more  anxious 
by  the  day.  On  Jan.  10,  Macy's  delivered 
its  worst  news  yet:  Payments  to  suppli- 
ers, which  are  routinely  issued  on  the 
10th  of  the  month,  wouldn't  be  mailed 
until  Jan.  25.  The  excuse: 
Macy's  must  pay  down  its 
bank  credit  line,  something  it 
couldn't  handle  and  pay  ven- 
dors, too.  That  prompted 
Standard  &  Poor's  Corp.  to 
downgrade  Macy's  bonds. 
"The  critical  element  in 
Macy's  avoidance  of  default 
until  now  has  been  its  good 
relations  with  suppliers  and 
banks,"  .S&P  announced.  "With 
the  recently  announced  mora- 
torium on  vendor  payments, 
Macy  has  jeopardized  those 
relationships,  substantially  in- 
creasing near-term  risks." 

Some  of  Macy's  biggest 
suppliers  say  they'll  keep 
shipping  to  the  144-store 
chain — for  now.  "We've  sup- 
ported Macy's  and  will  contin- 
ue to  support  them,"  says 
Linda  Wachner,  chief  execu- 
tive of  Warnaco  Inc.,  the  lin- 
gerie maker.  But  vendors 
may  not  be  so  understanding 


if  Macy's  misses  its  Jan.  25  jjayment. 
"All  the  death  knell  signs  are  there," 
observes  Sandra  E.  Mayerson,  an  attor- 
ney and  head  of  the  bankruptcy  group 
at  Kelley  Drye  &  Warren  in  New  York. 
"They've  gone  as  far  as  they  can  with 
their  banks,  and  you  can't  help  but  think 
they're  building  up  a  war  chest  for  some 
kind  of  Chapter  11  filing." 

There  are  a  few,  mostly  unlikely, 
ways  for  Macy's  to  avoid  that  fate.  In 
the  most  optimistic — and  least  likely — 
scenario,  Macy's  pulls  through  by  reor- 
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izinj;,  auctioning  assets,  and  convinc- 

its  heavyweight  investors  to  put 
1  more  cash  into  the  failing  company, 
ut  it's  unlikely  that  Finkelstein's  fel- 

investors  now  are  prepared  to  up 
ante.  And  while  Macy's  assets  could 
for  about  $350  million,  says  Michael 
Zh-d,  a  bond  analyst  at  J.  P.  Morgan 
lo.,  there  may  not  be  any  interested 
ers.  I.  Magnin,  for  instance,  is  an  up- 
e  retailer  with  most  of  its  24  stores 
California — an  unattractive  combina- 

during  a  recession.  Even  if  Macy's 
d  get  $200  million  for  the  chain, 
at  half  of  that  would  have  to  go  to- 
d  repaying  bank  loans.  "Magnin  is 

a  pimple,"  says  Gilbert  Harrison,  a 
,il  investment  banker, 
esides,  Macy's  needs  a  lot  more  than 
3uld  raise  by  selling  off  properties, 
e  first  step  is  for  Macy's  to  reduce 
iebt  by  at  least  $1  billion,"  says  Raz 
ri,  a  bond  analyst  at  Lehman.  "And 
lo  that  they're  going  have  to  slash 
r  junk  bonds  and  convert  to  equity." 

that  kind  of  debt-for-equity  swap 
lid  require  preferred  shareholders  to 
h  their  $375  million  stake,  and  few 
eve  they're  ready  to  write  it  off. 
[acy's  investors  might  save  some  eq- 
— and  face — by  trying  another  op- 
,  an  out-of-court  solution.  Under  this 
lario,  Finkelstein  and  his  advisers 
Id  restructure  the  company  without 
muss  and  fuss  of  months  or  years  in 
rt.  Meredith  Adler,  an  analyst  at 
;t  Boston  Corp.,  is  betting  Macy's 

go  that  route.  Her  reasoning:  The 
liler  owes  $102.3  million  in  interest 
ments  by  May  15.  In  an  out-of-court 
Tucturing,  Macy's  could  reduce  the 
ments  by  trading  equity  for  debt,  or 
negotiating  lower  interest  rates. 
>THER  MIRACLE?  But  that  idea  leaves 
ly  Macy's  lenders  cold.  They  would 
happier  with  a  prepackaged  bank- 
tcy  filing — a  quickie  that  favors 
^e  debt-holders  by  bringing  them  into 

restructuring  process.  But  this  solu- 
i  doesn't  give  suppliers  much — if 
— say.  So,  news  of  a  prepackaged 
1  could  easily  prompt  them  to  stop 
jments  to  the  beleaguered  retailer, 
ind  that's  how  Macy's  would  likely 
i  in  court.  Indeed,  Lehman's  Kafri 
ieves  there's  a  607^  chance  that 
cy's  bondholders  will  force  a  bank- 
tcy  filing.  "For  a  retailer  the  size  of 
cy's  to  accomplish  an  out-of-court  re- 
icturing  is  so  difficult  that  I  would 
sider  it  to  be  a  modern-day  miracle  if 
y  succeeded,"  agrees  Jeffrey  Chanin, 
workout  specialist  currently  advising 
ikrupt  retailer  Carter  Hawley  Hale, 
'inkelstein  may  have  one  more  mir- 
;  in  him.  But  even  if  Macy's  sidesteps 
ikruptcy,  it's  now  increasingly  likely 
t  the  retail  empire  that  couldn't  lose 
ibout  to  be  dismantled. 

By  Laura  Zinn  in  New  York 
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AN  I.  MAGNIN  STORE  IN  BEVERLY  HILLS:  A  CHAIN  AROUND  MACY'S  NECK 


CHAPTER  1 1 


In  bankruptcy  court,  bondholders,  bonks,  and 
stockholders  fight  over  how  to  reorganize. 
Macy's  insists  this  won't  happen 


1  PREPACKAGED  CHAPTER  1 1  i 

1 

Company  files  for  bankruptcy,  then  immediately 
files  a  reorganization  plan  that's  already  agreed 
to  by  the  majority  of  bondholders 

1 

:  ©  ©  O  1 

1  OUT-OF-COURT  RESTRUCTURING  i 

Macy's  management  restructures  without  public  V 
filing,  giving  bondholders  equity  but  no  say  in 
how  the  company  is  reorganized 

1 

©  ©  ©  \ 
J  ©  ©  ©  1 

1  EQUITY  INFUSION 

Private  placement  or  public  offering  to  raise 
funds.  Macy's  needs  as  much  as  $1  billion 

1 

©  ©  ©\ 
©  ©  ©  1 

1  ASSET  SALE 

1 

Macy's  could  sell  1.  Magnin,  its  upscale  unit, 
and  mortgage  other  real  estate.  But  these 
actions  would  raise,  at  most,  $350  million 

©  ©  © 
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JAPAN  I 


JAPAN  JUST  MAY  BE  READY 
TO  CHANGE  ITS  WAYS 


There  are  many  more  voices  for  trade  accommodation  with  the  U.S. 


uring  President  Bush's  visit, 
nuiny  Japanese  felt  they  were  be- 
ing unfairly  blamed  for  Ameri- 
ca's own  failures.  Nightly  news  shows 
featuring  the  Big  Three  auto  executives 
demanding  that  Japan  import  more 
y^merican  cars  merely  confirmed  impres- 
sions that  U.  S.  industry  offers  nothing 
Japan's  people  want.  Bush  himself 
seemed  out  of  character.  The  tour,  the 
powerful  daily  Mainichi  Shimbun  not- 
ed, "has  left  concern  about  his  health 
and  judgment  as  a  U.  S.  President." 

But  Bush's  becoming  ill  and  the  obvi- 
ous shortcomings  of  the  U.  S.  auto  in- 
dustry have  fueled  a  growing  shift  in 
thinking  among  Japan's  p 
corjjorate  elite.  These  exec- 
utives view  hardening 
U.  S.  attitudes  toward  Ja- 
pan with  alarm  because 
they  have  huge  stakes  in 
the  American  market. 
They  are  looking  for  ways 
to  soothe  the  frictions  be- 
tween the  two  countries. 
Says  Haruyasu  Osumi,  se- 
nior managing  director  of 
the  Kansai  Economic  Fed- 
eration, a  business  lobby: 
"We  must  change  our- 
selves, even  though  our 
way  of  business  is  good 
for  Japan." 

OUT  OF  SYNC.  Among  those 
in  the  forefront  of  the  new 
thinking  are  Sony  Chair- 
man Akio  Morita  and  Gai- 
shi  Hiraiwa,  chairman  of 
the  Keidanren,  the  top 
business  lobby  represent- 
ing hundreds  of  Japanese 
blue-chip  companies.  These  executives 
argue  that  Japanese  business  prac- 
tices— out  of  sync  with  the  rest  of  the 
world — have  hastened  the  U.  S.  decline 
and  have  to  change.  "As  Americans 
note,  Japanese  toil  like  worker  bees, 
earn  less  than  Americans,  and  pay  out 
less  in  dividends  to  stockholders,"  Sony's 
Morita  told  a  television  interviewer, 
shortly  after  Bush  left  Japan.  "The  time 
has  come  for  fundamental  rethinking." 

At  a  forum  in  Honolulu  on  Jan.  3, 
Morita  called  for  a  "new  paradigm"  for 
Japan  to  follow.  He  criticized  Japanese 
corporations  for  relentlessly  pursuing 
market  share  through  "razor-thin  profit 


margins  which  no  Western  company 
would  tolerate."  He  urged  them  to  pay 
their  workers  and  shareholders  more,  to 
cut  work  hours,  and  to  boost  corporate 
philanthropy.  "Rather  than  argue  the 
pros  and  cons,"  said  Morita,  Japan  must 
"reinvent  itself  to  blend  with  the  prevail- 
ing attitudes  and  practices  of  interna- 
tional business." 

Over  time,  such  thinking  could  have  a 
bigger  impact  on  U.  S.-Japan  relations 
than  a  whole  decade  of  piecemeal  trade 
concessions.  Since  so  many  U.  S.-Japan 
issues  involve  trade,  the  business  com- 
munity has  enormous  influence  over  the 
tone  of  the  relationship.  Indeed,  a  shift 


in  attitudes  by  Japan's  business  leaders 
offers  the  best  hope  for  a  change  in 
Japanese  behavior.  Japan's  Ministry  of 
International  Trade  &  Industry  bureau- 
crats have  been  pushing  business  to 
boost  imports,  and  some  companies,  in- 
cluding Canon  Inc.  and  Hitachi  Ltd., 
have  pledged  to  comply — though  mostly 
with  purchases  from  their  plants  over- 
seas. But  the  government  can  cajole  and 
promise  forever.  Only  the  business  com- 
munity can  deliver  on  government 
pledges. 

Accommodationists  such  as  Morita  are 
becoming  more  common  in  Tokyo's  corri- 
dors of  power.  "The  reality  is  that  the 


U.  S.  needs  greater  Japanese  collabor 
tion,"  says  Keikichi  Honda,  president 
Bank  of  Tokyo's  research  arm.  "It's  n 
a  joke.  We  need  to  recognize  our  respo 
sibility  and  to  share  the  burden." 

No  program  has  yet  emerged  to  pi 
cate  the  U.  S.  But  if  America's  "Jap; 
problem"  moves  to  center  stage  in  tl 
coming  election,  as  many  predict,  cai 
paign  rhetoric  could  lead  Corporate  J 
pan  to  go  beyond  the  rather  meager  co 
cessions  made  to  Bush.  New  mow 
might  include  technical  and  financi 
support  for  U.  S.  auto-  and  electron 
parts  suppliers  seeking  to  be  "design( 
in"  to  Japanese  products.  Bureaucra 
could  also  agree  to  purchase  more  U. 
glass  and  paper  products  and  to  couj 
up  funds,  refused  so  far,  for  America 
$8  billion  supercollider  project. 

It's  clearly  in  their  interest  to  ba( 
Bush,  since  most  of  his  Democratic 
vals,  as  well  as  Republican  challeng 
Patrick  Buchanan,  are  much  tougher  < 
Japan.  "Mr.  Miyazawa  will  do  ever 
thing  possible  and  reasonable"  that  1 
can  for  Bush,  says  Bank 
Tokyo's  Honda.  Such  co 
cessions,  clearly  aidir 
Bush,  could  gain  mome 
tum  that  would  carry  b 
yond  the  campaign. 

RISKY   BUSINESS.    If  tl 

auto  deal  is  a  harbinge 
the  two  countries  m£ 
place  increased  emphas 
on  managed  trade  in  the 
bilateral  dealings.  Japj 
might  welcome  such  a  d 
velopment.  Executives  ai 
bureaucrats  alike  wou 
find  this  arrangement  ea! 
er  to  cope  with  than  ha 
ing  to  respond  to  vague  d 
mands  for  "open  markets 
Although  there  would  1 
risks  involved,  "specifyir 
sales  target  figures  is  tl 
most  visible  and  clear  wj 
to  solve  the  trade  pro 
lem,"  says  the  Keidanren 
Hiraiwa. 

The  Japanese  would  find  manage 
trade  even  easier  to  swallow  if  they  fe 
it  would  result  in  a  more  competiti^ 
U.  S.  That's  because  they  continue  to  d 
pend  on  the  U.  S.  as  a  vast  market  f( 
products,  a  pathfinder  in  increasing 
complicated  geopolitics,  and  a  close  al 
in  security  matters. 

Of  course.  Bush's  bumbling  throug 
the  Tokyo  summit  had  Japanese  askir 
whether  America  was  still  up  to  th 
leadership  role.  But  as  they  showed 
their  inept  reaction  to  Iraq's  invasion  ( 
Kuwait,  they  are  a  long  way  from  bein 
able  to  play  it  themselves. 

By  Ted  Holden  and  Neil  Gross  in  Toh 


30  BUSINESS  WEEK/JANUARY  27,  1992 


ECUTIVE  PAY  I 


low  MUCH  JAPANESE  CEOs 
tEALLY  MAKE 


nd  how  they  stack  up  against  the  U.S.  bosses  they've  criticized 


If  Shoichi  Saba  had  been 
tapped  as  CEO  of  a  major 
U.  S.  company,  the  ques- 
)n  of  his  compensation 
)uld  have  been  up  for  im- 
ediate  discussion.  Instead, 
,ba  became  CEO  of  Toshiba 
)rp.,  the  Japanese  electron- 
>  giant.  During  six  years 
that  job  in  the  198ds,  he 
ver  raised  the  issue  of  his 
y  with  Toshiba's  board, 
though  he  refused  to  dis- 
)se  his  income,  estimates 
nge  from  .^320,000  to 
40,000.  "I  don't  think 
any  Japanese  executives 
e  ambitious  for  money," 
.ba  says.  "They're  driven 
ore  by  desire  for  responsi- 
lity  than  financial  gain." 
Whatever  the  reason,  Jap- 
lese  CEOs  make  considera- 
y  less  than  their  U.  S. 
unterpails,  a  subject  that 
jected  rancor  into  the  re- 
nt visit  to  Tokyo  by  21 
Tierican  CEOs  with  Presi- 
nt  Bush.  A  peek  into  Ja- 
m's CEO  compensation 
mibers  suggests  that  world-class  exec- 
ives  don't  get  paychecks  to  match. 
What  do  top  Japanese  executives 
ake?  Unlike  U.  S.  corporations,  Japa- 
ise  public  companies  aren't  legally  re- 
tired to  disclose  top-manager  pay,  so 
ost  don't.  But  a  Nissan  Motor  Co. 
lOkesman  confirms  that  CEO  Yutaka 
Lime  is  near  the  top  of  the  scale  with 
>out  $640,000  last  year  in  salary  and 
mus.  Honda  Motor  Co.  CEO  Nobuhiko 
awamoto  made  the  same,  while  Toyota 
otor  Corp.'s  Eiji  Toyoda  pocketed 
i00,000,  according  to  Yomiuri  Shim- 
in  estimates.  "That's  on  the  very,  very 
gh  side  for  a  Japanese  CEO,"  says 
lomas  J.  Nevins,  president  of  Tokyo- 
ised  search  firm  t.mt  Inc.  Citing  Japa- 
!se  government  figures,  Saba  says  the 
pical  CEO  of  a  Japanese  manufacturer 
ith  3,000  or  more  employees  earns 
192,000  in  salary  and  bonus.  Fluctuat- 
g  with  company  performance,  bonuses 
■e  20'-;  to  30'f  of  total  pay. 
»NG-TERM  EFFECTS.  The  contrast  with 
e  American  plan  couldn't  be  more 
ark.  At  the  biggest  U.  S.  companies,  a 
ZO  collects  an  average  yearly  total  of 
1.2  million  (chart).  His  Japanese  coun- 
rpart  pulls  down  $525,000.  Industrial 


Bank  of  Japan  President  Yoh  Kurosawa 
and  NEC  President  Tadahiro  Sekimoto, 
for  example,  make  between  $400,000  and 
$640,000  in  salary  and  bonus,  estimates 
Gerald  W.  Williams,  general  manager  of 
Towers,  Perrin,  Forster  &  Crosby  Inc.  A 
key  difference:  The  long-term  incentives 
such  as  stock  options,  which  add  up  to 
nearly  $1.6  million  for  a  U.  S.  CEO,  are 
virtually  unknown  in  Japan.  "The  irony 
is  that  in  Japan  there  are  no  long-term 
incentives,  but  the  Japanese  exhibit  the 
most  long-term  behavior,"  says  Graef  S. 
Crystal,  a  professor  and  executive  pay 
expert  at  the  Universi- 
ty of  California, 
Berkeley. 

Japanese  CEOs  often 
set  their  own  salaries. 
Each  year,  the  board 
of  directors,  composed 
mainly  of  the  compa- 
ny's top  executives, 
votes  a  pool  for  direc- 
tor-level compensation 
based  on  company 
profits,  rates  of  infla- 
tion, and  what  rivals 
are  paying.  The  CEO 
doles  out  the  monev 


MODEST  PAYCHECKS 
FOR  JAPAN'S  GLOBAL 
HEAVYWEIGHTS 


Country 

Compensotion* 

U.S. 

$3,200,000 

BRITAIN 

1,100,000 

FRANCE 

800,000 

GERMANY 

800,000 

JAPAN 

525,000 

'Approximate  annual  salary,  bonus,  and 
present  value  of  long-term  incentives  for  typi- 
cal CEO  at  tfie  top  30  companies 

DATA:  GRAEF  S  CRYSTAL 


as  he  sees  fit,  including  his  own  share.  A 
rule  of  thumb  among  big  manufacturing 
companies  is  for  the  CEO  to  earn  about 
one-third  more  in  salary  and  bonus  than 
the  second-in-command.  Taking  a  pay 
cut  during  hard  times  isn't  unusual.  Last 
year,  directors  at  loss-plagued  Isuzu  Mo- 
tors Ltd.  cut  their  own  pay  bv  more  than 
10%.  In  1986,  directors  of  Hitachi  Ltd. 
took  a  similar  measure  when  profits  fell. 

What's  behind  the  difference  between 
top-level  U.  S.  and  Japanese  salaries? 
Different  business  cultures,  basically. 
Rarely  is  a  Japanese  executive  fired, 
which  can  hardly  be  said  for  his  U.  S. 
counterpart.  Take  Kazuo  Tobiyama,  who 
clung  to  power  for  seven  years  as  presi- 
dent of  Isuzu  as  its  fortunes  slid.  He 
was  finally  ousted  last  October.  And  un- 
like in  the  U.  S.,  there's  just  no  open 
market  for  CEOs:  Japanese  companies 
don't  raid  each  other  for  top  talent. 

Then  there's  U.  S.  individualism  vs. 
Japanese  teamwork.  Americans  believe 
one  person — Disney's  Michael  Eisner  or 
Tenneco's  Mike  Walsh — can  turn  a  com- 
pany around.  By  contrast,  Japanese 
CEOs  such  as  Honda's  Kawamoto  or 
President  Akio  Tanii  of  Matsushita  Elec- 
tric Industrial  Co.  lead  their  power- 
houses by  consensus  management. 
PERK  BARREL.  Some  Americans  retort 
that  enormous  perks  pull  the  Japanese 
up  into  the  U.  S.  league.  Nissan's  Kume, 
for  one,  lives  rent-free  in  a  lovely  Tokyo 
house,  a  fairly  unusual  perk  easily 
worth  $100,000  a  year.  A  more  common 
add-on  is  free  golf-club  membership, 
worth  up  to  half  a  million  dollars  plus 
thousands  in  yearly  fees.  Also  de  ri- 
gueur  is  a  chauffeur-driven  car.  Most 
notorious  are  the  fat  expense  accounts 
that  allow  Japanese  executives  to  treat 
customers,  bureaucrats,  and  politicians 
to  good  times  at  Tokyo's  toniest  hostess 
clubs  and  geisha  houses.  American  Ex- 
press Co.  reports  that  the  $35.5  billion 
Japanese  companies  lavished  on  such  en- 
tertainment in  1989  was  three  times 
more  than  U.  S.  companies  spent. 

But  CEO  perks  are  also  juicy  in  the 
U.  S.,  home  of  the  executive  jet  and  the 
company  hunting  lodge.  Increasingly, 
analysts  are  arguing  that  fat  bennies 
are  hurting  U.  S.  com- 
petitiveness. Although 
Sadao  Ohta,  president 
of  Tokyo-based  Seikei 
Kenkyusho,  an  inde- 
pendent research  firm 
specializing  in  person- 
nel matters,  complains 
that  the  typical  Japa- 
nese CEO  pay  is  "pret- 
ty terrible,"  it  sure 
hasn't  hurt  Japan 
Inc.'s  bottom  line. 
By  Robert  Neff  in  To- 
kyo, with  Joyce  Bar- 
n a  than  in  New  York 
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Commentary/by  James  B.  Treece  and  Karen  Lowry  Miller 


IF  THE  JAPANESE  WERE  RUNNING  GM 


Ei 


Iver  wonder  what  the  Japanese 
I  would  do  if  one  of  their  big  car- 
1  makers  got  into  the  bind  Genera! 
Motors  Corp.  is  in  now? 

gm's  response  has  been  typical  for  a 
troubled  U.  S.  company:  It's  slashing 
like  mad.  With  its  1991  losses  in  the 
North  American  market  estimated  at 
$6  billion,  GM  has  eliminated  executive 
bonuses,  cut  capital  spending  by  $1.1 
billion,  and,  in  the  next  four  years,  will 
close  six  assembly  and  15  parts  plants, 
sell  other  businesses,  and  eliminate 
74,000  blue-  and  white-collar  jobs. 

Japan's  response  in 
such  corporate  crises 
has  usually  been  very 
different.  Let's  as- 
sume for  a  moment 
that  GM  Kabushiki 
Kaisha  (GM  Co.  Ltd.) 
is  facing  huge  losses. 
What  next? 

Forget  one  myth: 
The  Japanese  govern- 
ment would  not  jump 
in.  "The  government 
very,  very  rarely  bails 
out  an  individual 
firm,"  says  Robert  M. 
Uriu,  a  Japan  expert 
at  Columbia  Universi- 
ty. A  troubled  compa- 
ny is  expected  to  fix 
its  own  problems, 
with  help  from  sup- 
porting companies  in 
its  keiretsu,  the  industrial  groups  cen- 
tered around  a  bank  in  which  most  ma- 
jor companies  are  a  member  (page  52). 
Only  if  the  problems  are  industrywide 
will  the  government  step  in — usually  at 
the  industry's  request. 
RESCUE  MERGER.  The  CEO  of  a  troubled 
Japanese  company  is  expected  to  cut 
and  close  as  aggressively  as  GM  Chair- 
man Robert  C.  Stempel  is  doing  now, 
although  there  are  subtle  differences. 
In  Japan,  management  and  labor  alike 
receive  207'  to  307'  of  their  compensa- 
tion in  bonuses,  and  these  usually  go 
immediately.  Suppliers  that  can't  cut 
prices  fast  get  the  ax,  too.  "In  the 
U.  S.,  they  fire  people.  In  Japan,  they 
fire  companies,"  notes  Akio  Mikuni, 
head  of  Mikuni  &  Co.,  a  Tokyo  credit- 
rating  agency.  Remaining  suppliers  are 
often  asked  to  take  on  the  troubled 
company's  sloughed-off  workers,  some- 
times forcing  layoffs  of  some  of  the 


suppliers'  own  temporary  employees. 

When  all  else  fails,  the  keiretsu 
saves  the  day.  If  GM  were  indeed  GM 
K.  K.,  "it  wouldn't  have  reached  this 
stage,  because  of  the  keiretsu,"  as- 
serts Robert  M.  Orr  Jr.,  head  of  the 
Stanford  Japan  Center  in  Kyoto. 
"Banks  are  so  involved  in  management 
that  they  can  see  far  ahead  of  the  situ- 
ation" and  take  action  early  on.  Japa- 
nese bankers  get  deeply  involved  in  a 
workout  and  don't  shy  from  installing 
new  management  or  arranging  a  res- 
cue merger.  Last  year,  when  Industrial 


say.  'WoalA  vou  (Hind 
^ttin^  out  and  pushii^: 
'^invllpanese?.,  ' 


Bank  of  Japan  Ltd.  (1B.J)  oversaw  a  bail- 
out of  Fuji  Heavy  Industries  Ltd.,  mak- 
er of  Subaru  cars,  it  sent  in  a  turn- 
around artist  from  Nissan  Diesel 
Motor  Co.  to  head  Fuji,  and  it  got  Nis- 
san Motor  Co.  to  extend  assistance. 

Detroit  has  done  one  thing  Japanese 
executives  usually  do:  Last  spring,  the 
chairmen  of  Ford,  GM,  and  Chrysler 
paid  a  joint  visit  to  the  White  House  to 
explain  their  problems  to  President 
Bush.  The  difference  is  that  in  Japan 
they  would  have  gotten  a  lot  more  aid 
than  the  Big  Three  have  so  far. 


In  Japan,  'it  wouldn't  have 
reached  this  stage,  because 
of  the  keiretsu. '  The  banks 
would  step  in  far  earlier 


When  an  entire  industry  in  Japan 
needs  help,  it's  often  allowed  to  form 
legal  cartels  while  it  restructures.  In 
fact,  so-called  antirecession  cartels  are 
legitimized  in  Japan's  long-standing 
Antimonopoly  Law.  This  reflects  the 
Japanese  desire  to  avoid  the  social  dis- 
ruption that  mass  layoffs  would  cause. 
Richard  J.  Samuels,  a  professor  at 
Massachusetts  Institute  of  Technology, 
says  that  the  Japanese  "believe  exces- 
sive competition  is  as  bad  as  excessive 
concentration." 
Typically,  the  government  allows  the 
industry  to  put  a  floor 
under  prices  or  agree 
not  to  raise  prices 
above  a  certain  point. 
Companies  may  coor- 
dinate capacity  reduc- 
tions, set  sales  limits, 
or  agree  to  tone  down 
capital  investment.  In 
most  cases,  targets 
for  such  actions  are 
set  by  the  industry  it- 
self and  ratified  by 
the  government. 

The  Japanese  gov- 
ernment doesn't  shy 
away  from  protection, 
either.  The  key  to  a 
successful  industry 
turnaround  is  often  a 
temporary  tariff-and- 
quota  package  that 
keeps  foreign  compet- 
itors at  bay.  For  example,  when  Japa- 
nese aluminum  got  into  trouble  in  the 
late  1970s  after  oil  prices  shot  up,  To- 
kyo slapped  a  tariff  on  imported  alumi- 
num, then  gave  the  tariff  receipts  to 
the  industry  with  the  understanding 
that  companies  would  move  into  high- 
er-value-added fabrication  or  set  up 
overseas  operations. 

Admittedly,  many  of  Japan's  prac- 
tices wouldn't  work  in  the  U.  S.  Indeed, 
the  U.  S.  probably  should  not  copy  Jap- 
anese protectionism.  Japan's  own  use 
of  antirecession  cartels  is  declining,  be- 
cause of  international  pressure.  But  if 
political  concerns  made  protecting  the 
Big  Three  unavoidable,  it  would  pay  to 
remember  that  in  Japan  there's  always 
a  quid  pro  quo.  Suppliers  and  creditors 
must  be  involved  in  the  turnaround — 
and  share  the  pain.  And  the  govern- 
ment only  backs  industries  that  keep 
swallowing  their  castor  oil. 
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JSTED  AWAY:  USX'S  SOUTH  SIDE  STEEL  PLANT  FINALLY  SHUT  ITS  GATES 


PHE  MIDWEST  RUNS  OUT 
)F  HIDING  PLACES 


'he  recession  has  finally  edged  in  from  both  coasts — and  it's  ugly 


rhe  word  finally  came  on  Jan.  9. 
South  Works,  USX's  Chicago  steel 
plant  that  produced  the  girders 
id  beams  for  the  Houston  Astrodome, 
le  Mackinac  Bridge,  and  much  of  the 
^indy  City's  skyline,  will  close  later  this 
^ar.  Like  20,000  before  them.  South 
'^orks'  final  645  workers  will  soon  find 
lemselves  on  the  unemployment  line, 
['ve  seen  the  plant  go  from  a  giant  to  a 
ttle  skeleton,"  says  Thomas  Stankus,  a 
)-year  veteran  who  fol- 
iwed  his  stepfather  into 
\e  mill.  "Now  it's  gone." 
That's  not  all  that's 
one.  There  are  the  700 
lbs  lost  at  Gerber  Prod- 
cts,  the  761  workers  cut 
y  Steelcase,  and  the  1,000 
.id  off  recently  by  First 
hicago.  And,  of  course, 
lere  are  General  Motors 
orp.'s  plans  to  cut  74,000 
)bs — 90''f   in  Michigan, 


ana,  and  Ohio  will  total  $3.4  billion  this 
year  (table).  "No  question,  we  expect 
things  to  get  worse  before  they  get  bet- 
ter," says  Diane  Swonk,  senior  regional 
economist  for  First  National  Bank  of 
Chicago.  "The  Midwest  is  late  in  coming 
into  the  party,  so  we're  also  going  to  be 
late  in  leaving." 

The  first  official  confirmation  of  the 
region's  downturn  may  have  come  on 
Jan.  10,  when  Labor  Dept.  unemploy- 


hio,  and  Indiana. 
ME  START.  The  recession 
as  crept  over  the  Midwest 
ke  a  fog.  From  St.  Louis 
)  Detroit,  companies  are 
lashing  payrolls  and  tight- 
tiing  belts.  State  gover- 
ors  are  wearing  out  their 
ilculators,  figuring  bud- 
et  shortfalls:  The  deficits 
1  Illinois,  Michigan,  Indi- 


HARD  TIMES  HIT  THE  MIDWEST 


ILLINOIS 


Chicago  is  saddled  with  a  glut  of  offices,  layoffs  at  First 
Chicago,  and  the  Midway  Airlines  collapse.  Rural  areas 
are  hurt  by  Caterpillar  strike,  shutdowns  at  Deere  and  J.I.  Case.  At  9.3% 
unemployment  rate  is  worst  among  U.S.  industrial  states 


INDIANA 


Shortfall  of  nearly  $1.25  billion  in  state's  two-year 
budget  prompts  $350  million  dip  into  "rainy  day"  fund. 
Third-quarter  home  sales  down  12.4% 


MICHIGAN 


Tens  of  thousands  of  auto  jobs  have  been  lost,  giving 
the  state  9.1  %  unemployment.  Michigan's  1992 
budget  shortfall  could  hit  $200  million 


MISSOURI 


Double-digit  growth  in  unemployment  claims  is  fastest 
in  region.  Layoffs  at  McDonnell  Douglas,  departure  of 
General  Dynamics  headquarters  are  big  blows.  Office  vacancies  in  St. 
Louis  ore  rising  again,  to  about  25% 


OHIO 


State  budget  gap  is  $457  million.  The  state  faces  layoffs  at 
Timken,  TRW,  Ameritrust,  and  Ferro 


ment  figures  ptjinled  to  real  trouble  in 
the  Midwest.  Illinois'  9.37'  rate  was  the 
worst  among  the  nation's  11  largest 
states.  Boosted  by  the  idling  of  3,800 
former  Midway  Airlines  employees,  a 
strike  by  nearly  5,700  Caterpillar  work- 
ers, and  layoffs  by  Sears,  Kraft,  and 
other  well-known  corporate  citizens,  the 
state's  jobless  rate  has  soared  from  l.o7' 
in  a  bare  12  months.  Ohio's  relatively 
healthy  6.67^  rate  was  still  a  full  percent- 
age point  above  November's  figure,  the 
biggest  jump  among  industrial  states. 

All  this  is  a  rude  shock  to  Mid  western- 
ers who  thought  they  had  inoculated 
themselves  against  severe  downturns. 
Because  the  Midwest  spent  so  much  of 
the  decade  recovering  from  back-to-back 
recessions,  the  region's  economy  never 
flared  during  the  1980s  like  those  of  its 
coastal  cousins.  Besides,  the  old  Rust 
Belt  states  renewed  themselves  by  diver- 
sifying into  health  care,  high  technology, 
finance,  and  other  industries. 

The  result'?  While  both  coasts  sank 
into  an  economic  mire,  the  Midwest  held 
steady — for  a  while.  As  recently  as  last 
summer,  while  New  England's  retail 
sales  sank  2.57  and  the  West  Coast's 
were  flat,  retail  sales  in  the  Midwest 
were  up  2.57.  And,  while  August  hous- 
ing starts  had  dropped  nearly  237  in  the 
Northeast,  in  the  Midwest  they  actually 
rose  4'c.  "We  were  patting  ourselves  on 
the  back,  saying  the  recession  didn't 
hurt  very  much,"  says  Robert  Dederick, 
chief  economist  at  Northern  Trust. 

Now,  in  such  places  as  Dayton,  Ohio, 
people  are  finding  out  that  zip  codes 
can't  stop  a  recession.  In  November,  the 
Federated  Department  Stores  chain  an- 
nounced it  would  shutter  its  downtown 
Lazarus  store,  putting  350  people  out  of 
work.  In  December,  the  Pentagon  an- 
nounced defense  cuts  that  will  cost  1,700 
jobs  at  the  Dayton-based  Mound  nuclear 
plant.  This  month,  the  dis- 
mantling of  a  us.A.ir  Inc. 
hub  will  cut  about  360 
more  jobs.  Still  hanging 
over  the  city  is  the  fate  of 
some  20,000  people  em- 
ployed by  10  GM  plants 
nearby.  "It's  been  a  blow 
to  the  psyche,"  says  Art 
Meyer,  executive  director 
of  the  Dayton  Business 
Committee. 

RAISING  THE  FLAG.  The  iro- 
ny is  that,  except  for  the 
unemployment  figures, 
there's  little  statistical  evi- 
dence to  back  up  what 
most  people  in  the  region 
are  feeling.  Because  lay- 
offs are  just  hitting  now, 
the  numbers  are  lagging. 
The  most  recent  economic 
data  show  that  the  re- 
gion's housing  starts  are 


BUSINESS  WEEK/JANUARY  27,  1992  33 


iiiiiZiitiimm; 


about  even  with  last  year's,  while  ex- 
ports were  up  nearly  7'  '.  and  retail  sales 
had  slipped  only  slightly.  "Everybody  in 
the  Midwest  is  worried  about  the  double 
dip — except  the  economists,"  notes 
George  A.  Erickcek,  a  regional  analyst 
at  the  W.  E.  Upjohn  Institute  for  Em- 
ployment Research. 

Nobody  has  to  prove  to  Thomas  L. 
Moenich  that  there's  a  recession.  The 
Cleveland  hair  stylist  has  seen  his  clien- 
tele of  lawyers,  accountants,  and  em- 
ployees of  big  companies  such  as  BP 
America  slip  away.  Says  Moenich:  "Ev- 
erybody's losing  jobs."  Victor  Gallati,  a 
Chicago  car  dealer,  laid  off  four  employ- 
ees in  December  and  cut  salaries  and 
commissions  for  the  rest.  "This  place 
has  always  been  successful,  l)ut  the  last 
couple  of  months  have  l;)een  awful,"  Gal- 
lati says. 

Big  companies  are  hurting,  too.  Kmart 
Corp.  reports  that  Midwestern  sales 
have  fallen  so  much  in  recent  months 
that  the  region  now  ranks  with  the  West 
Coast  as  the  discount  chain's  worst.  In- 
land Steel  Industries  and  rsx  have  asked 
the  United  Steelworkers  to  renegotiate 
contracts,  and  LTV,  National  Steel,  and 
Bethlehem  "are  banging  on  our  door," 
says  a  usw  source.  Already,  some  com- 
panies are  having  to  go  to  unusual  mea- 
sures to  keep  business  on  an  even  keel. 
At  ITT  Automotive  Inc.,  President  and 
Chief  Executive  Timothy  D.  Leuliette  al- 
ready has  lent  management  help  to 
three  struggling  suppliers.  Recently,  he 
even  advanced  more  than  $1  million  in 
cash  to  keep  one  afloat. 
LEDGERDEMAIN.  The  recession  is  plain  at 
statehouses  across  the  region,  too.  As 
governors  from  Michigan  to  Missouri 
have  repeatedly  revised  their  revenue  es- 
timates downward,  they've  been  forced 
to  cut  state  payrolls  and  use  unappetiz- 
ing budgetary  sleight  of  hand.  Indiana 
Governor  Evan  Bayh  has  dipped  into  a 
"rainy  day"  fund  for  an  extra  $350  mil- 
lion. And  Illinois'  James  Edgar  wants  to 
borrow  S-'jOO  million  to  meet  the  state's 
mandated  balanced-budget  requirement. 

The  economic  downturn  has  Edgar's 
staff  working  long  hours,  trying  to  ne- 
gotiate a  budget  deal  with  a  reluctant 
legislature.  "Because  of  the  revenue 
shortfall  that  hit  us  in  November  and 
December  and  into  January,  we  are  ask- 
ing for  cuts  on  top  of  cuts,"  says  Kirk 
Dillard,  Edgar's  chief  of  staff.  "From  a 
planning  standpoint,  we  don't  know 
when  we'll  come  out  of  this  economic 
slowdown."  From  a  reality  standpoint, 
there's  no  mistaking  that  the  recession 
has  hit  America's  heartland. 

By  David  Grcising  i/i  Chicago,  iritli 
David  Woodruff  in  Detroit.  Ziicluinj 
Schiller  i»  Cle  vela  nd,  and  Michael 
Schroeder  in  Pittsburgh 


PEOPLE  I 


THIS  MAN  SOUNDED 

THE  SILICONE  ALARM— IN  1976 


Now,  they're  listening  to  ex-Dow  Coming  engineer  Thomas  Talcott 


Former  Dow  Corning  Corp.  engineer 
Thomas  D.  Talcott  for  years  told 
anyone  who  would  listen  that  the 
company  had  been  conducting  "experi- 
mental surgery  on  humans."  Talcott 
claimed  that  the  silicone  breast  implants 
the  company  sold  could  rupture  and 
leak,  posing  a  serious  health  risk.  But 
people  ignored  his  warnings,  and  few 
noticed  his  1976  decision  to  quit  Dow 
Corning  in  protest. 

Now,  the  64-year-old  Talcott  has  all 
the  audience  he  could 
want.  The  phone  has 
been  ringing  off  the  hook 
at  his  Laguna  Niguel 
(Calif.)  home,  and  he  even 
appeared  on  network 
television  on  Jan.  18.  The 
reason  for  Talcott's  high 
profile:  widespread  publi- 
cation of  internal  Dow 
Corning  documents  that 
suggest  the  company 
was  aware  of  implant 
problems  for  years  and 
tried  to  hide  them.  The 
documents,  whose  exis- 
tence BUSINESS  WEEK  di.S- 
closed  in  June,  1991, 
largely  corroborate  Tal- 
cott's account.  "The  lid's 
coming  off,  slowly  but 
surely,"  he  says. 

Talcott  is  doing  all  he 
can  to  help  spring  that 
lid.  Although  various 
court  orders  limit  what  he  can  say  about 
Dow  Corning,  Talcott  has  helped  law- 
yers for  implant  recipients  and  alerted 
the  Food  &  Drug  Administration  and 
Congress  to  the  documents. 
'DISGRUNTLED.'  For  their  part,  Dow  Cor- 
ning officials  held  a  Jan.  13  press  confer- 
ence to  restate  their  contention  that 
breast  implants  are  safe  and  to  dismiss 
the  memos  as  part  of  the  normal  to-and- 
fro  of  scientific  debate.  The  next  day, 
though,  the  company  halted  implant  pro- 
duction and  took  a  $25  million  charge  to 
cover  the  costs  of  the  shutdown.  Yet  the 
company  minimizes  Talcott's  role  in  de- 
veloping silicone  gel  and  notes  that  he 
earns  $400  an  hour  for  his  testimony.  He 
"left  as  a  disgruntled  employee.  You've 
got  to  question  to  some  degree  his  mo- 
tive," says  Dan  Hayes,  president  of  Dow 
Coming's  breast-implant  subsidiary. 


TALCOTT:  DOW  CORNING  CALLS 
HIS  MOTIVES  OUESTIONABLE 


Talcott  is  an  unlikely  whistleblower.  A 
24-year  Dow  Corning  veteran,  he  helped 
develop  the  silicone  gel  that  the  compa- 
ny once  used  to  fill  implants.  But  he 
says  he  resigned  after  the  company 
switched  to  a  more  liquid  gel  designed  to 
make  the  implants  softer.  He  feared  the 
thinner  gel  could  migrate  through  the 
body,  causing  harm.  "He  put  his  whole 
life  on  the  line  for  what  he  believed," 
says  Mark  A.  Kolka,  a  lawyer  in  Bay 
City,  Mich.,  who  has  sued  Dow  Corning 
on  behalf  of  an  implant 
recipient.  After  leaving 
Dow  Corning,  Talcott 
worked  for  two  other  im- 
plant makers,  then  start- 
ed his  own  materials  con- 
sulting business  in  1982. 
LEGWORK.  That  business 
is  doing  well  enough  to 
finance  his  crusade.  Last 
year,  he  testified  as  an 
expert  witness  in  a  Cali- 
fornia lawsuit  brought  by 
Mariann  Hopkins,  who 
claims  her  1976  implants 
ruptured  and  damaged 
her  immune  system.  The 
trial,  which  featured 
many  of  the  documents 
tliat  have  since  been  pub- 
licized, resulted  in  a  $7.34 
million  jury  award 
against  Dow  Corning. 
During  the  trial,  lawyers 
for  Dow  Corning  "tried 
to  point  out  that  I  am  a  hired  gun,"  says 
Talcott.  "The  thing  is,  I'm  coming  from 
the  heart,  and  the  jury  can  tell  that." 
The  company  plans  to  appeal. 

Talcott's  legwork  also  was  a  factor  in 
the  FD.\'s  Jan.  6  decision  to  impose  a  45- 
day  moratorium  on  the  sale  of  the  im- 
plants. Talcott  obtained  a  list  of  confi- 
dential documents  from  a  Michigan 
lawsuit  against  Dow  Corning.  He  circu- 
lated it  to  the  head  of  an  FD.^  advisory 
panel,  top  FD.Ji  officials,  and  Congress. 
Not  itself  confidential,  the  list— which  he 
dubs  the  "index  of  incriminating  docu- 
ments"— prompted  FDA  officials  to  act. 
Now,  members  of  Congress  are  calling 
for  a  Justice  Dept.  investigation  into 
Dow  Coming's  safety  claims. 

It  took  15  years,  but  implant  makers 
ignore  Tom  Talcott  only  at  their  peril. 

Bi/  Tim  Smart  in  Washington 
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SPIRINS,  ANYONE?  EVEN  AFTER  AN  APRIL  IPO,  TURLEY  WILL  BE  CARRYING  $1.4  BILLION  IN  DEBT 


I  DRUGSTORE  COWBOY  RIDES 
rO  REVCO'S  RESCUE 


Ickerd  Corp.'s  buyout  will  create  America's  largest  pharmacy  chain 


It  was  Jan.  5,  a  Sunday  evening,  and 
Jack  Eckerd  Corp.  Chairman  Stewart 
Turley  felt  things  were  coming  to- 
ether.  The  mood  among  the  contentious 
'editors  of  Revco  D.  S.  Inc.  was  shift- 
ig  in  his  favor.  An  outsider  might  think 
e  was  kidding  himself.  After  all,  only 
vo  days  earlier,  Eckerd's  plan — to  ac- 
uire  Revco  and  take  the  merged  entity 
ublic — had  received  the  least  support  of 
le  three  reorganization  bids  submitted 
)  end  the  drugstore  chain's  three-year- 
lus  bout  in  bankruptcy  court.  But  that 
idn't  deter  Turley.  Working  the  phones, 
e  began  to  sweeten  his  bid  and  build 
le  needed  consensus  among  creditors. 
His  hunch  was  right.  By  Monday 
ight,  competitor  Rite  Aid  Corp.  had  de- 
ded  to  bow  out,  deeming  the  deal  too 
)stly.  And  by  week's  end,  most  credi- 
)rs  had  swung  to  Eckerd's  plan  from  a 
eal  that  would  have  kept  Revco  inde- 
endent.  Now,  assuming  that  a  majority 
f  creditors  and  the  bankruptcy  court 
infirm  the  plan,  worth  an  estimated 
779  million,  it  appears  Eckerd  will  not 
nly  end  Revco's  tortuous  bankruptcy 
ut  will  leapfrog  to  a  leading  industry 
ositioii. 

OMFORT  LEVEL.  The  deal  will  make  Eck- 
rd,  based  in  Clearwater,  Fla.,  the  larg- 
5t  drugstore  chain  in  the  country,  with 
,829  stores  to  2,445  for  the  current 
tiamp,  Rite  Aid.  And  it  brings  to  a  close 
Revco's   disastrous   1986  leveraged 


buyout  and  opens  a  new  chapter  for 
Eckerd,  which  did  a  similar  transaction 
that  year. 

Turley  believes  Revco  makes  a  good 
fit.  The  company  is  close  to  Eckerd's 
size,  while  half  of  Revco's  1,150  stores 
are  in  states  in  which  Eckerd  already 
operates,  such  as  North  Carolina.  The 
other  half  extend  Eckerd's  reach  into 
the  Midwest.  "We  saw  an  opportunity  to 
expand  in  new  markets  and  to  fill  in 
market  gaps  within  existing  territories," 
he  says. 

Moreover,  Turley  already  "had  a  good 
idea  of  what  we  could 
do  with  their  stores,"  he 
says.  An  affiliate 
bought  223  Revco 
stores  in  July,  1990,  for 
$80  million.  Eckerd 
closed  118  stores,  sold 
9,  and  operates  96. 

That  experience  gave 
Turley  a  certain  level  of 
comfort  when  he  sub- 
mitted a  reorganization 
plan  for  Revco  in  Sep- 
tember. Eckerd  was 
competing  with  a  plan 
put  forward  by  some 
Revco  creditors  and 
backed  by  the  chain's 
management.  Rite  Aid 
entered  the  fray  in  Oc- 
tober, with  an  offer  of 


TURNIHG  TWO 
INTO  ONE 

ECKERD  m      sALtS  REVCO 


▲  BILLIONS  OF  DOlUeS 


OPERATING 
PROFITS' 


A  MILLIONS  OF  DOLURS 


^■'■^o  million  in  cash  and  stock,  which  it 
weetened  twice,  placing  a  final  value  on 
It  of  $7.'-!;J  million. 

In  the  end,  though,  Eckerd's  bid  car- 
ried the  day.  Now,  Eckerd  plans  to  raise 
about  $300  million  from  an  initial  public 
offering  it  expects  to  complete  by  April. 
But  even  if  all  goes  according  to  plan, 
Eckerd  will  be  left  with  a  worrisome 
$1.4  billion  in  debt  and  the  suspicion  in 
some  quarters  that  it  may  have  over- 
paid. Says  Rite  Aid  President  Martin  L. 
Grass:  "If  Rite  Aid  paid  what  Eckerd 
paid,  we  would  have  overpaid."  Turley, 
noting  that  Rite  Aid's  offer  included 
more  cash,  says  he's  not  losing  sleep 
over  the  price. 

UNDERPERFORMERS.  Operational  ques- 
tions loom  lai-ge,  as  well.  "It's  going  to 
be  a  tough  consolidation  period  for  Eck- 
erd," says  Mark  Schnitzer,  an  analyst 
with  Dabney/Resnick  &  Wagner  Inc.,  a 
Beverly  Hills  brokerage  house  specializ- 
ing in  junk  bonds.  "They're  absorbing  a 
lot  of  underperforming  drug  stores."  He 
worries  that  while  management  focuses 
on  Revco,  problems  at  Eckei-d's  own 
stoL-es  could  be  overlooked. 

Those  concerns  don't  worry  Turley. 
"We're  experienced  at  managing  for 
cash  flow,"  he  says.  Eckerd  has  cut  its 
bank  debt  from  $690  million  in  May, 
1986,  to  $364  million  in  1990,  even  as  "it 
added  and  remodeled  stores.  Moreover, 
Revco  produced  solid  sales  gains  and 
even  a  small  operating  profit  in  1991 
(chart). 

Meanwhile,  plans  for  the  consolidation 
ai'e  well  under  way.  Eckerd  will  have  to 
close  or  sell  250  to  275  Revco  stores, 
while  trying  to  hang  on  to  most  Revco 
employees,  redeploying  them  into  Eck- 
erd operations.  And  Turley  plans  to  con- 
tinue to  bolster  Revco's  prescription 
business  while  building  on  Eckerd's  ar- 
eas of  expertise,  such  as  photo  process- 
ing. The  combined  companies,  Eckerd 
projects,  will  produce  earnings  of  $42 
million  on  sales  of  $5.6  billion  by  1993. 

As  for  being  a  public 
company  again,  Turley 
has  no  trepidations. 
Eckerd  was  a  public 
company  before  the 
buyout  and  has  man- 
aged both  light  and 
heavy  debt  loads.  "I 
think  there  are  good 
lessons  to  be  learned 
from  both  cases,"  he 
says.  If  the  next  couple 
of  years  work  out  ac- 
cording to  projections, 
Turley  can  teach  a  few 
lessons  on  making  the 
best  of  the  failed  LBOs 
of  the  1980s. 

Bi/  Gail  DeGeorge  in 
Miami,  with  Zachary 
Schiller  in  Cleveland 


REFlEaS  COSTS  OF  DIVESTING  712  REVCO  STORES. 
REVENUES  FROM  STORES  INCLUDED  IN  1 990  SALES 
DATA  COMPANY  REPORTS 
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The  Subaru  Legacy 
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a  peace  sign 
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ana  maiee  neueve 


youre  drivin 


a  Mercedes  tnat 
ets  really  great  gas 
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THE  BRAZEN 
audacity.  To 
compare  a  SuLaru  ' 
Legacy  to  one  of 
Germany's  finest 
and  most-revered 
automoLiles. 
Hey,  wliy  not.  Tliey  Lotli  are  designed 
to  do  the  same  thing.  Transpc^rt  people  and 
tkeir  stuff  from  point  A  to  point  B.  And 
tkey  Loth  perform  that  t)  asic  automotive 
function  effectively  and  comfortaLly. 

For  example,  tke  Legacy  LSi  Sedan, 
wkicL  costs  many  thousands  less  than  the 
cheapest  Mercedes,  offers  most  of  the 
amenities  you'd  only  expect  from  a  fine, 
ahsurdly  priced  luxury  car: 

Soft  grain  leather  seats.  All-Wh  eel 
Drive.  Compact  disc  player.  Moc^nroof. 
Driver's-side  air  hag.  The  4-Channel  Anti- 
Loch  Braking  System  which  monitors  each 
wheel  to  help  prevent  the  car  from  locking 
up  during  emergency  stops.  And 
the  Le  gacy  is  also  hlessed 

Suharu  Legcicii  LS 


with  numerous  other  engineering  features 
which  trans  lat  e  into  the  type  of  durahility 
Suh  aru  is  famous  for. 

(Important  selling  point  — 93  %  of 
all  Suharu  cars  registered  in  the  last 
10  years  are  still  on  the  road  and  run- 
ning today.') 

Now,  if  you've  read  this  far,  you'd 
prohahly  like  a  second  opinion  ahout  the 
Legacy.  Alright,  h  ere's  one  from  Car  and 
Driver:  "The  Suharu  Legacy  is  the  nicest 
driving,  least  expensive,  and  hest  equipped 
4 -wheel  drive  sedan  on  the  market. 

We  repeat  —  nicest  driving,  least  expen- 
sive, hest  equipped. 

So  if  you're  into  haughty  status 
symhols,  go  into  the  closet  and  grah  that 
medallion  off  that  ancient  Nehru  jacket  and 
affix  it  to  the  hood.  Or,  then  again,  with 
aU  th  e  money  you  '11  h  e  savmg  on  your  new 
Legacy  you  could  just  imagine  you're 
driving  the  world's  peppiest,  most  elegantly 

styled  Brink's 
truck. 


Suharu.  What  to  drh 


nve. 


'  Based  on  R.L.  Polk  &  Co.,  registration  statistics.   -May,  1990.  For  additional  information,  1-800-284-8584.  €>  SuLaru  of  America,  1991. 


DEALS  I 


WHY  THEY'RE  NOT  PARTYING 
AT  SHEARSON 


Business  is  fabulous,  but  a  big  loan  to  Prime  Computer  looks  iffy 


These  ought  to  be  j^reat  times  for 
American  Express  Co.'s  Shearson 
Lehman  Brothers  Inc.  The  broker- 
age house's  retail  business  is  soaring,  as 
investors  floci<  to  the  stock  market.  In- 
vestment-banking earnings  from  its  Leh- 
man Brothers  unit  are  booming,  too, 
thanks  to  a  slew  of  new  underwritings. 
There's  even  talk  that  AmEx  could  raise 
$1  billion  by  selling  half  of  Lehman  to 
its  management  and  public  investors. 

But  Shearson  has  one  big,  nagging 
problem:  Prime  Computer  Inc.  In  Janu- 
ary, 1990,  Shearson  put  u\)  a  $500  million 
bridge  loan  to  finance  the  $L3  billion 
leveraged  buyout  of  the  minicomputer 
makei-.  Since  then,  things  have  deterio- 
rated for  Prime.  Now,  while  a  Shearson 
spokesman  insists  the  loan  is  "money 
good,"  many  on  Wall  Street  say  they're 
not  so  sure.  Indeed,  analysts  believe 
Shearson  this  year  may  be  forced  to  set 
aside  reserves  against  the  loan,  penaliz- 
ing earnings.  "When  I  value  the  stock,  I 
assume  that  only  half  of  the  Prime  loan 
will  be  paid,"  says  Guy  Moszkowski,  an- 
alyst at  Sanford  C.  Bernstein  &  Co. 
FALLING  SALES.  That  loan  was  supposed 
to  lie  repaid  long  ago,  from  the  sale  of 
junk  lionds  Shearson  had  planned  to  un- 
derwrite. But,  thanks  to  the  collapse  of 
the  junk  market,  that  idea  was  retired, 
and  Shearson  had  to  convert  the  bridge 
loan  into  a  six-year  note.  In  exchange, 
the  brokerage  house  took  a  7.5/'  equity 
stake  in  the  computer  maker.  Since  then. 
Prime's  sales  and  profits  have  declined 
precipitously:  In  its  September  quarter, 
the  company  saw  sales  drop  16'/' ,  to  $816 
million,  leaving  red  ink  of  $50  million. 

There's  precedent  for  a  write-down.  In 
October,  three  weeks  after  a  company 
spokesman  expressed  full  confidence  in 
Prime's  prospects,  Shearson  Chief  Exec- 


If- 


CLARK  WROTE  DOWN  MOST  OF  SHEARSON'S 
EQUITY  STAKE  IN  PRIME— BUT  NOT  THE  LOAN 


utive  Howard  L.  Clark  Jr.  wrote  down 
all  but  $10  million  of  his  company's  $66 
million  stake  in  Prime.  "There  seems  to 
be  some  fundamental  discrepancy  be- 
tween having  written  down  the  equity 
but  not  carrying  any  reserves  for  the 
loan,"  says  Moszkowski. 

Shearson  disagrees,  saying  its  bridge 
loan  is  more  valuable  than  equity,  since 
the  loan  ranks  higher  in  the  capital 
structure.  Shearson  believes  the  note 
will  be  repaid,  even  if  its  equity  in  Prime 
is  about  worthless. 

Further  reserves  are  the  last  thing 
Shearson  parent  American  Express 
needs  right  now.  When  the  company  re- 
ports fourth-quarter  earnings  around 
Jan.  27,  it  is  already  expected  to  take  a 


i 


provision  of  about  $250  million  for  prob 
lems  at  its  Optima  credit-card  division. 

While  Shearson  struggles  with  its 
books.  Prime  struggles  to  stay  alive 
The  company's  bankers  are  so  nervous 
that  they're  insisting  on  controlling  all 
incoming  cash — and  on  written  guaran-jF 
tees  that  their  loans  will  be  back  by 
other  assets.  Prime  says  the  bankers' 
actions  have  only  strengthened  their  re- 
lationships. 

OPTIONS.  But  Prime's  relations  with  oth- 
er investors  are  crumbling  fast.  By  next  >' 
September,  Prudential  Insurance  Co.  of 
America  could  issue  a  default  on  terms 
of  its  $70  million  note  to  Prime  if  the 
computer  company  doesn't  sharply  boostff 
its  net  worth,  as  the  note  requires 
That's  unlikely.  And  even  the  companyjjst 
I  hat  led  the  original  Prime  LBO  has  dis- 
tanced itself.  New  York  venture-capital 
firm  J.  H.  Whitney  &  Co.,  which  acted  as 
Prime's  white  knight  in  a  takeover  battle 
with  raider  Bennett  S.  LeBow,  resignedjsv 
its  seats  on  Prime's  board  in  December. 

Now,  Prime  says,  the  company  has  a  It's 
number  of  options,  including  trying  to 
raise  money  in  the  capital  markets 
Prime  does  have  an  18-month  reprieve, 
thanks  to  a  Shearson  agreement  in  De- 
cember to  ease  the  loan-repayment' 
terms  by  delaying  interest  payments. 
That  accord  lowers  1992  cash  outlays  to 
a  level  that  Prime  should  be  able  to 
meet — even  with  depressed  sales.  Mean 
time.  Prime  can  try  to  build  revenuesfar 
with  a  new  software  program,  due  in 
March,  that  might  be  a  hit.  And  Prime  Jl 
may  yet  lure  a  big  computer  company  S|t 
willing  to  invest  in  return  for  access  to 
those  buyers,  though  efforts  to  attractfre 
such  investors  have  so  far  failed. 

Then  again,  Prime's  unlikely  recoveryfci 
may  be  more  likely  than  Shearson's  get- 
ting ail  its  money  back  on  that  six-year  iiii 
note.  Harvey  Allison,  an  Alex.  Brown  &  itf 
Sons  Inc.  computer  analyst,  says  that  if|iii 
Prime  doesn't  come  up  with  new  equity 
or  a  big  improvement  in  sales,  Shearson 
could  have  to  exchange  its  debt  for  equi- 
ty. And  that  would  empty  the  aspirinpf 
bottles  at  Shearson. 

By  Gary  McWilUams  in  Boston  and  i 
Leali  \a tilling  Spiro  in  New  York 
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HOW  AMERICAN  EXPRESS  GOT  SADDLED  WITH  PRIiHif 


takeover  bid  from 
Whitney.  Ameri- 
Express'  Sheor- 
n  writes  a 
n  to  fund 
eal,  and  plans  a 
bond  issue  to 


Whitney  conrtpletes       The  junk-bond  mar-       Creditors  ease  loan       AmEx  writes  down 


the  deal.  AmEx  pro- 
vides the  $500  mil- 
lion temporary  loan, 
due  by  August,  1990 


ket's  collapse 
prompts  AmEx  to 
convert  the  bridge 
loan  to  a  six-year 
note,  due  in  July, 
1996.  In  return,  it 
gets  equity 


terms  after  Prime 
posts  a  $349.6  mil- 
lion quarterly  loss. 
Prime  prepares  to 
sell  stock  in  a  soft- 
ware unit,  but  calls  it 
off  one  month  later 


its  $66  million  equity 


DATA:  COMPANY  R0>O(tTS,  BW 


lay  cash  interest  on 
its  $500  million  loan 
in  return  for  speed- 
ing up  total  repay- 
ments to  July,  1995. 
Prime  says  sales 
won't  let  it  meet  the 
first  payment 
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&  VERY  POPULAR 
MONEY-LOSER 


[P  and  IBM  are  in  a  bidding  war 
JY  France's  Groupe  Bull 


It's  an  intense  contest  for  a  seemingly 
dubious  prize.  Yet  top  IBM  officials 
and  Hewlett-Packard  President  John 
Young  have  paraded  to  Paris  in  re- 
3nt  days,  where  they're  competing  to 
;am  up  with  French  computer  maker 
roupe  Bull,  a  chronic  money-loser.  The 
overnment  ward  does  have  one  redeem- 
ig  quality:  Its  huge  European  customer 
ase  will  boost  the  winner's  marketing 
■out  as  Japanese  competitors  move  onto 
le  Continent  in  the  1990s. 
The  French  are  milking  the  situation 
)r  all  it's  worth  in  cash,  technology,  and 
evelopment  agreements.  Says  one 
.merican  source  in  on  the  negotiations: 
It's  a  bidding  war."  At  the  same  time, 
's  a  key  test  of  Prime  Minister  Edith 
resson's  new  strategy  for  keeping 
ranee's  ailing  high-tech  industries 
float.  She  hopes  Bull  will  set  the  tone 
)r  similar  deals  with  such  other  cash- 
Lrapped  state  concern.s  as  Thomson 
onsumer  Electronics  and  aircraft  en- 
ine  maker  SN'ECMiV. 

hhinning  ranks.  Bull's  operations  last 
ear  lost  roughly  $240  million,  after  a 
1.3  billion  loss  in  1990.  Just  the  same, 
3M  and  HP  are  eager  for  it  to  adopt  their 
sspective  versions  of  high-speed,  Fiisc- 
tiip  technologies,  which  will  form  the 
are  of  future  computers  from  desktop 
'orkstations  to  mainframes.  Each  is 
oping  its  design  will  set  the  world  stan- 
ard.  With  continued  French  govern- 
lent  support  and  6'a  of  European  com- 
uter  sales,  Bull  will  remain  among  the 
linning  ranks  of  world  players  that 
ould  make  a  difference.  Also,  such  a 
eal  could  mean  hundreds  of  millions  of 
ollars  in  orders  for  U.  S.  workstations, 
'hich  Bull  would  resell  to  its  customer 
ase — Europe's  third  largest  after  IB.M 
nd  Siemens-Nixdorf.  "Bull  has  a  lot  to 
ffer,"  says  Robert  Aydabirian,  director 
eneral  of  Hewlett-Packard  France. 
As  the  object  of  such  desires,  Bull — 
nth  Cresson's  help — is  hoping  to  ex- 
ract  rich  offers  from  the  Americans, 
leyond  getting  Piisc  technology.  Bull  is 
isisting  on  close  joint  development  of 
ritical  chip  and  system  designs.  And  it 
i  asking  suitors  to  ante  up  from  $100 
lillion  to  $200  million  for  roughly  59f  of 
lull's  equity.  In  this  contest,  expected  to 
«  settled  in  late  January,  the  deciding 
ote  may  be  cast  at  the  top,  by  Presi- 
ent  Francois  Mitterrand. 

By  Jo)iatha)i  B.  Leri)ie  in  Pans 


We  like  getting  to  know  our  Jack  Daniel  s  customers  So,  we  tiope  you'll  drop  us  a  line  one  ol  these  days 

IN  1907,  JACK  DANIELS  NEPHEW  said, 
"All  Goods  Worth  Price  Charged."  We're  still 
saying  it  in  times  like  these. 

^    Mr.  Lem  Motlow  put  this 

slogan  on  jugs  and  crocks  of  his 
uncle's  whiskey.  You  see,  he 
knew  that  no  other  whiskey  was 
made  with  pure  limestone  water. 
And  that  no  other  _ 
distiller  mellowed  his 
product  through  hard  maple  charcoal 
before  aging.  Mr.  Motlow  knew  value 
when  he  saw  it.  And  still  today, 
though  Jack  Daniel's  is  priced  above 
most  whiskeys,  a  sip  will  prove 
its  worth. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  4043%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  in  the  National  Register  of Historic  Places  by  the  United  States  Government. 
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SHOMHIPER  LUZZIi 
"I'M  GOING  ON  A 
PRAYER" 


THAT  SINKING  FEELING 
AT  ELECTRIC  BOAT 


The  submaiine  maker  may  be  finished — disaster  for  Groton,  Conn. 


It's  the  gTand  opening  of  Luzzi's  Piz- 
za &  Deli,  but  owner  Joseph  Luzzi  is 
alfeady  worrying  about  going  out  of 
business.  Located  down  the  block  from 
the  Electric  Boat  Div.  of  General  Dy- 
namics Corp.,  Luzzi  is  dependent  on  the 
submarine  shipyard  for  customers.  He's 
hoping  that  reports  of  possible  cuts  at 
the  Groton  (Conn.)  operation  aren't  true. 
"People  say  I've  got  to  be  crazy,  that 
there  will  be  no  money  left  around  here. 
I'm  going  on  a  prayer,"  says  Luzzi. 

He  isn't  the  only  one  saying  novenas. 
Electric  Boat's  current  backlog  is  shrink- 
ing fast,  and  the  company  is  banking 
heavily  on  the  Seawolf  nuclear  subma- 
rine program.  But  Congress  is  likely  to 
shrink  the  program,  prompting  a  drastic 
downsizing  of  91-year-old  Electric  Boat, 
which  employs  15,000  workers  in  Grot- 
on— H'a  of  total  employment  in  the 
Groton  area.  "We  need  at  least  one 
Seawolf  a  year  to  remain  viable,"  says 
an  Electric  Boat  spokesman.  "Even  with 
one  a  year,  the  division  will  be  half  the 
size  it  is  today  by  1996."  As  they  wait 
for  the  defense  budget  to  take  shape, 
the  folks  in  Groton  are  on  tenterhooks. 
Says  Mayor  Linda  B.  Krause:  "There's  a 
sense  of  a  disaster  about  to  happen." 

At  Army  bases  in  Kansas,  high-tech 
weapons  plants  in  California,  training 
camps  in  North  Carolina,  people  feel  the 


same  thing:  The  cold  war  already  is  his- 
tory, and  the  U.  S.  is  redeploying  the 
resources  it  once  spent  to  maintain  the 
balance  of  terror.  That's  wonderful  news 
for  future  generations,  but  right  here, 
right  now,  the  primary  support  for  many 
towns  is  being  kicked  away. 

Nowhere  is  the  kick  sharper  than  in 
Groton.  The  Electric  Boat  shipyard  there 
was  slated  to  share  construction  of  12 
Seawolf  nuclear  submarines.  The  betting 
in  Washington  now  is  that  the  Navy  will 
order  only  three  Seawolfs.  Says  Loren 


GROTON  AT  A  GLANCE 


1 990  population  45, 1 44 

October,  1991, 

unemplo/ment  rate  5.6% 

Total  employment  at  General 

Dynamics'  Groton-based 

Electric  Boat  unit  1 5,000 


5.6% 


Electric  Boat's  state 
&  local  tax  bill 


DATA:  TOWN  REPORTS, 
ARTHUR  D.  LITRE  INC 


$14  mill 


NCI 
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B.  Thompson,  deputy  director  of  the  N 
tional  Security  Studies  Program  a 
Georgetown  University:  "It's  basically 
dead  program." 

That  news  has  demoralized  Groto: 
and  other  towns  in  New  London  Countj 
Since  1989,  Electric  Boat  has  been  warr 
ing  local  leaders  about  possible  layoffs 
But  defense  dollars  have  fueled  the  loc£ 
economy  for  decades,  and  most  busines 
es  and  workers  didn't  know  what  else  t 
do.  "We  always  had  defense  and  didn 
think  we'd  have  to  diversify,"  says  Dol< 
res  E.  Hauber,  vice-president  at  Bank  c 
Mystic  and  town  councillor  in  Groton. 
'AGGRESSIVE.'  Local  officials  and  bus 
iiess  leaders  have  formed  an  economic 
development  team  to  spur  job  creation  i 
a  region  where  12!/<  of  the  jobs  are  d( 
fense-dependent  (table)  and  defense  cor 
tracts  in  1991  worked  out  to  an  amazin 
$9,085  per  capita.  "We've  gotten  a  k 
more  aggressive.  If  Electric  Boa 
doesn't  get  the  Seawolf  contract,  w 
stand  to  lose  close  to  28,000  jobs  in  th 
area,"  says  Southeastern  Connectici 
Chamber  of  Commerce  President  Wi 
liam  D.  Moore.  The  opening  of  a  casin 
on  an  Indian  reservation  in  nearby  Lec 
yard  next  month  could  mean  2,500  ne\ 
jobs.  But  few  businesses  are  expanding 
Most  local  stores  are  struggling  jus 
to  keep  the  doors  open.  Richard  L.  Can 
po,  owner  of  Campo's  Furniture  Co 
across  the  Thames  River  from  Electr: 
Boat  in  New  London,  is  cutting  prices 
the  bone  to  stimulate  trade.  Ron  Y 
Wilds,  owner  of  the  Fast  A.ttack  Conv( 
nience  Store,  next  to  Luzzi's,  fears 
cutback  at  Electric  Boat  could  put  hit  ti 
out  of  business.  "I'd  love  to  sell  out,"  ^ 
sighs,  "if  I  had  a  chance." 

For  now.  Electric  Boat  workers  ai 
hoping  the  clock  won't  strike  midnigh 
Some  say  bravely  that  the  cutbacks  wiBfjfj 
never  come,  that  politicians  will  realiz 
the  need  to  maintain  a  strong  submarir 
fleet.  One  chain-smoking  39-year-old  d' 
signer  says  he  can't  imagine  workin 
anywhere  other  than  Electric  Boa 
where  he  has  been  for  18  years:  "Yo 
just  keep  thinking  it  can't  happen." 

Even  those  who  can  picture  life  wit 
out  Electric  Boat  are  resigned  to  stayin 
put.  Many  think  job  prospects  in  oth( 
parts  of  the  country  aren't  much  bette 
Says  George  D.  Hodge,  a  83-year-o] 
welder:  "Where  am  I  going  to  go?  TI 
way  the  economy  is  going,  jobs  are  ui 
certain  everywhere." 

Joe  Luzzi,  meanwhile,  hopes  word-o 
mouth  will  draw  more  boatyard  workei 
in  for  a  slice  of  pizza.  And  he's  sayir^ 
his  prayers  at  night  to  win  Electr 
Boat  the  divine  intervention  it  seeir 
now  to  need.  il' 

By  Lisa  DriscoU  in  Groton,  ivith  Se, 
Payne  in  Washington 
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DEALMAKERS  DO 
THE  CONTINENTAL 

when  companies  look  beyond 
their  borders  for  mergers  and  ac- 
quisitions, where  do  they  look?  In 
1991,  the  destination  of  choice 
was  the  European  Community, 
with  North  America  not  far  be- 
hind, say  accountants  KPMG  Peat 
Marwick.  But  cross-border  deals  in 
both  regions  were  down  sharply 
from  1990 

1991  1990 

Investments  in  millions  of  dollars 


EUROPEAN  COMMUNITY 

BELGIUM 

$1,104 

$722 

BRITAIN 

9,102 

20,404 

FRANCE 

2,365 

4,592 

GERMANY 

2,192 

6,034 

ITALY 

1,135 

3,485 

NETHERLANDS 

1,549 

1,224 

SPAIN 

3,135 

3,736 

OTHER 

2,696 

1,666 

TOTAL  EC 

23,278 

41,863 

NORTH  AMERICA 

CANADA 

1,676 

5,450 

U.S. 

18,659 

49,327 

TOTAL  NORTH 

AMERICA 

20,335 

54,777 

m  GOES  TRUCKING 
rO  CHINA... 


►  The  world's  largest  carmak- 
jr  is  entering  the  world's 
largest  potential  market — and 
)ne  of  the  last  centrally 
planned  economies.  On  Jan. 
15,  General  Motors  said  it  had 
formed  a  joint  venture  with 
China's  Jinbei  Automobile  to 
produce  light  trucks.  Jinbei 
3M  Automotive  is  expected  to 
build  600  to  1,000  S  Series 
pickups  this  year,  starting  in 
July,  with  output  to  grow  to 
50,000  trucks  by  1998.  GM  will 
3wn  307<  of  the  new  venture 
and  supply  it  with  truck  parts 
for  assembly. 


...WHILE  AT&T  HOOKS 
UP  WITH  UKRAINE 


►  Like  GM,  AT&T  is  starting 
the  new  year  with  a  foreign 
linkup.  The  telephone  giant  in 
December  bought  its  first 


stake  in  a  foreign  phone  com- 
pany, Venezuela's  CANTV.  On 
Jan.  14,  it  made  a  much  big- 
ger splash  by  announcing  it 
will  hold  39'X  of  a  new  compa- 
ny that  will  build,  own,  and 
run  Ukraine's  long-distance 
network.  Its  partners  are  PTT 
Telecom  Netherlands  with 
10%  and  the  Ukrainian  gov- 
ernment with  51%. 

AT&T  will  pay  for  its  share 
by  providing  badly  needed 
switching  equipment  to 
Ukraine.  And  some  of  its 
profits  will  come  from  hard- 
currency  payments  for  calls 
into  Ukraine — which  should 
be  easier  to  make  with  the 
new  network  in  place. 


A  BANK  MERGER  THAT 
WASN'T  MEANT  TO  BE 


►  Two  of  New  England's  big- 
gest banks  are  finally  produc- 
ing some  good  news.  On  Jan. 
15,  Hartford-based  Shawmut 
National  called  off  a  proposed 
merger  with  archrival  Bank 
of  Boston.  After  a  year  of 
stop-and-go  negotiations,  the 
banks  say  they  can  survive  on 
their  own. 

The  two  began  considering 
a  merger  after  Fleet/Norstar 
Financial  Group  scored  Bank 
of  New  England  in  an  FDIC 
auction  last  January.  Now 
both  banks  believe  they  can 
take  on  Fleet  as  independents. 
Shawmut  says  its  balance 
sheet  is  improving  despite 
more  than  $1  billion  in  bad 
real  estate  loans  on  its  books. 


'GEE,  THANKS,  BOSS— WHAT  A  LUCKY  BREAK!' 


"Fired"  is  such  an  ugly  word. 
Instead,  companies  "let  people 
go,"  or  "downsize,"  or,  more  bu- 
reaucratically,  "implement  a 
work  force  reduction." 

But  if  there  were  a  prize — a 
big  yellow  happy  face,  per- 
haps— awarded  for  the  world's 
softest  euphemism,  it  would  go 
to  Bank  of  America.  Huge  lav 
offs— up  to  14,000— will  follow 
BofA's  planned  merger  with  Se- 
curity Pacific  Bank.  And  how  does  BofA  describe  the  merger's 
human  consequences?  As  a  "release  of  resources." 

That's  what  John  Shoven,  a  Stanford  University  economist, 
calls  layoffs  in  an  analysis  prepared  for  BofA.  And  where  will 
these  "resources"  go?  Not  to  the  unemployment  office,  surely. 
"Some  may  go  into  provision  of  other  financial  services,  but 
some  of  them  may  contribute  to  education,  health,  food  produc- 
tion and  delivery,  or  even  environmental  cleanup." 

Who  says  Americans  are  hung  up  on  gloom  and  doom? 


And  Bank  of  Boston  is  profit- 
able again  for  the  first  time 
since  1990's  third  quarter. 


SETTING  LIMITS 
AT  LLOYD'S 


►  Disasters,  natural  and  man- 
made,  have  made  life  difficult 
over  the  past  few  years  for 
Lloyd's  of  London,  the  vener- 
able insurance  exchange. 
Losses  from  Hurricane  Hugo 
and  the  Exxon  Valdez  oil  spill, 
combined  with  lawsuits  in 
Britain  and  the  U.  S.  from  in- 
dividual investors  who  pro- 
vide capital  to  Lloyd's,  have 
cast  doubt  on  the  institution's 
ability  to  continue  shouldering 


some  of  the  world's  most  un- 
usual risks. 

On  Jan.  15,  the  reform  of 
Lloyd's  began.  Sweeping 
away  300  years  of  history, 
Lloyd's  ruling  council  agreed 
to  limit  investors'  liability  for 
losses.  Unlimited  liability  has 
blistered  recent  investors  and 
scared  off  new  money. 


YOU  SAW  THE  COUP, 
NOW  READ  THE  BOOK 


►  The  world  certainly  has 
changed.  CNN  Vice-President 
Stuart  Loory,  the  network's 
former  Moscow  bureau  chief, 
is  promoting  Seven  Days  that 
Shook  the  World  with  the 
help  of  former  KGB  Major 
General  Oleg  Kalugin.  The 
book  is  Loory's  photographic 
journal  of  the  bungled  Au- 
gust coup  in  Moscow. 

Kalugin  is  livening  up  the 
book  circuit  with  nuggets  of 
KGB  lore.  Among  them:  The 
Rosenbergs  were  guilty  and 
U.  S.  defector  Edward  Lee 
Howard,  "the  greatest  catch 
in  intelligence,"  is  now  "drink- 
ing himself  to  death"  in  Rus- 
sia. But  Kalugin  is  having  a 
hard  time  marketing  his  own 
book.  Burning  the  Bridges, 
in  the  U.  S.  Publishers  here 
say  there's  just  not  enough 
"torture  and  cruelty"  to  make 
it  believable,  he  says. 
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New  technology  can  seem  a  little  intimidating 


Investments  in  information 
technology  have  reached  40% 
of  U.S.  capital  spending.  Yet 
national  productivity  has  not 
improved  since  1973. 

So  anxiety  over  new  spend- 
ing is  justifiable,  even  healthy 
The  evidence  is  that  hardware 

©  1991  Andersen  Consulting.  All  rights  reserved- 


alone  doesn't  pay  off.  Which  is 
why  Andersen  Consulting  offers 
something  even  more  powerful. 

A  way  for  your  organization  to 
seamlessly  link  technology  to 
your  strategies,  operations  and 
human  resources. 

This  is  a  balanced,  realistic 


approach  that  puts  fear  where  it 
belongs.  In  your  competition. 

Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C 

Where  we  go  from  here." 
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lARKIN  VS.  CLINTON:  THE  TUG-OF-WAR 
:0R  LABOR  IS  JUST  BEGINNING 


How  badly  do  the  Democrats  want  to  win  in  November? 
This  badly:  Iowa  Senator  Tom  Harkin,  a  fire-breathing 
liberal  who  votes  with  labor  more  than  907'  of  the  time, 
finding  himself  in  the  awkward  position  of  scrambling  to 
;ad  off  wholesale  defections  of  his  union  allies.  To  Harkin's 
irprise,  the  defectors  are  lining  up  behind  Arkansas  Gover- 
)r  Bill  Clinton,  a  moderate  who  criticizes  union  work  rules, 
)poses  blank-check  social  spending,  and  once  boasted  of  his 
ate's  right-to-work  law.  "People  are  look- 
g  at  electability,"  says  one  union  political 
rector.  "Clinton  could  probably  win." 
The  fight  for  labor's  political  soul  is  now 
full  swing.  But  Clinton  is  scoring  heavi- 
among  public  employee  unions,  even 
ough  governors  and  state  government 
orkers  are  usually  mortal  enemies.  He 
ipressed  leaders  of  the  1.3  million-mem- 
!r  American  Federation  of  State,  County 
Municipal  Employees  with  a  December 
)pearance.  On  Jan.  6,  President  Gerald 
'.  McEntee  freed  state  council  leaders  to 
ork  for  candidates  they  support — which 
ill  help  Clinton.  The  American  Federa- 
)n  of  Teachers  has  more  potential  con- 
mtion  delegates  pledged  to  Clinton  than 
ly  other  candidate  in  the  New  York,  Illi- 
)is,  Pennsylvania,  and  Maryland  prima- 
9S.  And  the  National  Education  Assn., 
hich  is  not  affiliated  with  the  afl-CIO,  is 
ating  large  numbers  of  Clinton  delegates,  too. 
NERGIZED.'  Harkin  forces  are  counterattacking.  The  lowan  is 
minding  labor  leaders  of  Clinton's  support  for  free  trade 
ith  Mexico.  After  personal  appeals  from  Harkin,  several  have 
ime  out  for  him,  including  the  head  of  a  New  Hampshire 
cal  of  the  Electrical  Workers  and  the  president  of  the  Wash- 
gton  local  of  the  United  Food  &  Commercial  Workers.  "The 
irception  that  there's  a  lot  of  labor  support  for  Clinton  has 
lergized  Tom,"  says  Harkin  Campaign  Manager  Tim  Raftis. 


Harkin  fans  among  the  big  industrial  unions,  including  the 
United  Auto  Workers  and  the  Machinists,  want  the  AFK'IO  to 
abandon  its  strategy  of  waiting  until  after  the  July  Democrat- 
ic convention  to  endorse  a  candidate.  Until  the  federation's 
executive  council  backs  a  candidate,  affiliated  unions  and  state 
federations  are  barred  from  endorsing  any  of  them. 

At  a  Jan.  10  meeting  of  union  political  directors,  Harkin 
supporters  pushed  the  idea  of  asking  the  executive  council  to 
endorse  a  candidate — presumably  Harkin. 
For  the  auto  workers,  national  health  in- 
surance, jobs,  and  the  economy  are  the 
central  issues.  "Harkin  has  always  been 
right  on  all  of  them,"  says  Joe  Mangone, 
the  UAW's  political  director. 

An  endorsement  would  be  an  organiza- 
tional bonanza,  especially  in  the  industrial 
Northeast  and  Midwest.  It  would  put  the 
foot  soldiers,  phone  banks,  and  PAC  money 
of  the  AFL-CIO  and  its  affiliates  at  the  dis- 
posal of  the  chosen  candidate. 
POLLING  THE  TROOPS.  AFL-CIO  President 
Lane  Kirkland,  wlio  had  planned  to  hold 
off  on  a  preconvention  endorsement  this 
year,  has  been  polling  members  of  his  ex- 
ecutive council  for  their  views.  But  an  en- 
dorsement requires  a  two-thirds  vote,  and 
there  seem  to  be  enough  Clinton  backers 
and  undecideds  to  block  action.  As  a  fall- 
back, the  industrial  unions  are  pushing  for 
an  end  to  the  ban  on  endorsements  by  individual  unions. 

In  1988,  Democrats  viewed  labor's  backing  as  a  mixed  bless- 
ing: They  wanted  the  troops  and  money  but  dreaded  being 
tagged  as  in  thrall  to  Big  Labor.  But  in  the  compressed  1992 
campaign,  labor's  support  has  suddenly  become  more  valuable. 
And  in  an  election  that  even  George  Bush  says  is  about  "jobs, 
jobs,  jobs,"  politicians  as  diverse  as  Harkin  and  Clinton  are 
discovering  that  the  union  label  may  be  a  good  thing  to  wear. 

By  Susan  B.  GarUnid,  with  Paula  Divyer 


APITAL  WRAPUPI 


CANDIDATES 


Interest-group  forums,  now  a  staple 
of  the  Presidential  campaign  trail, 
ivill  pose  major  pitfalls  for  Democratic 
candidates  in  the  next  few  weeks.  To 
jet  their  help  in  primaries,  candidates 
lave  to  appear  before  a  variety  of  ac- 
:ivists'  groups,  usually  offering  them 
aromises  that  often  come  back  to 
naunt  them.  The  season  opens  on  Jan. 
25,  when  the  five  major  Democratic 
contenders  will  appear  before  Jesse 
Jackson's  Rainbow  Coalition  in  Wash- 
ington. The  contenders,  in  taking  ques- 
tions from  the  floor,  are  sure  to  be 
pressed  to  take  positions  on  affirma- 
tive action  and  other  racial  issues  that 


could  prove  dangerous  in  the  general 
election.  Then,  on  Feb.  1-2,  the  contend- 
ers are  off  to  Tallahassee,  Fla.,  where 
Citizens  to  Preserve  Florida  will  grill 
them  on  issues  of  development  and  the 
environment. 

SIOGANS  

In  the  year  since  President  Bush 
launched  Operation  Desert  Storm, 
Democrats  have  fretted  about  a  way  to 
counter  the  Administration's  success  in 
the  Persian  Gulf  war.  A  bumper  stick- 
er cropping  up  on  cars  all  over  New 
Hampshire  suggests  that  they've 
found  one  good  approach.  It  reads: 
"Saddam  Hussein  still  has  his  job,  but 
I  lost  mine." 


DELEGATES 


While  candidates  tramp  around 
New  Hampshire,  their  agents 
are  working  the  biggest  delegate  pool 
of  all:  Congress.  Of  the  325  Democratic 
representatives  and  senators,  262  will 
be  convention  delegates.  Although  Sen- 
ators Tom  Harkin  (Iowa)  and  Bob  Ker- 
rey (Neb.)  would  seem  to  have  a  natu- 
ral edge  among  their  colleagues, 
Arkansas  Governor  Bill  Clinton  ex- 
pects to  do  well.  Richard  Moe,  former 
chief  of  staff  to  Vice-President  Walter 
F.  Mondale  and  an  ally  of  Majority 
Leader  Richard  A.  Gephardt  (D-Mo.)  is 
soliciting  support  for  Clinton  on  Capi- 
tol Hill. 


iHINGTON  OUTLOOK 
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nternational  Business 


EUROPE 


lONG  DAYS,  low  PAY, 
AND  A  MOLDY  COT 


How  Western  Europe  is  exploiting  cheap  labor  flooding  in  from  the  East 


This  wasn't  how  Zbyshek  K.  had 
imagined  paradise.  First  it  was  the 
madly  screechin^^  electric  (h'ills, 
the  fine  metallic  dust  that  turned  his 
saliva  black,  and  the  acrid  reek  of  shiny 
paint  being  hand-sprayed  on  new  Mer- 
cedes trucks  in  the  paint  shop.  And  all 
illusions  were  dashed  when  he  saw  the 
tiny  room,  with  its  moldy  cots,  that 
would  be  home  for  him  and  three  other 
Poles  for  the  next  two  years. 

The  ad  in  a  Polish  newspaper  last 
March  didn't  mention  this.  Construction 
and  service  company  Polkat  was  looking 
for  mechanics  willing  to  work  abroad, 
promising  to  make  them  rich.  Zbyshek, 
28,  a  metalworker  from  Katowice,  vol- 
unteered. A  few  weeks  later,  teamed  up 
with  60  other  Poles,  he  was  thrust  into 
the  shocking  din  and  stench  on  the  fac- 
tory floor  of  Mercedes  contractor  Ge- 
brueder  Wackenhut  in  Nagold,  on  the 
edge  of  Germany's  Black  Forest.  The 
Warsaw  company  had  "rented"  the 
work  team  to  the  truckmaker. 


Meet  the  new  European  underclass. 
While  leaders  of  the  European  Commu- 
nity are  busy  hammering  together  a 
union  of  free  and  equal  Western  Euro- 
peans, armies  of  Eastern  European 
skilled  laborers — Polish  metalworkers 
and  Croatian  mechanics,  Czech  welders 
and  Russian  bricklayers — are  slaving 
away  in  the  EC.  Conservative  estimates 
put  their  numbers  at  500,000  a  year,  and 
they  are  believed  to  be  working  at  such 
prestigious  big  projects  as  Frankfurt's 
new  airport  and  the  new  Euro  Disney 
Resort  going  up  near  Paris.  A  Euro  Dis- 
ney spokesman  says  construction  work- 
ers at  the  site  are  the  subcontractors' 
responsibility. 

IN  THE  COLD.  The  cheap  workers  flood- 
ing the  West  are  the  result  of  social 
cataclysms  shaking  Eastern  Europe.  As 
communist  regimes  crumbled,  tradition- 
al state-run  industries  imploded  from  Si- 
lesia to  Siberia,  kicking  masses  of  labor- 
ers out  in  the  cold.  Like  Zbyshek,  they 
are  now  selling  their  skills  to  Western 


companies  for  a  bit  of  hard  cash.  They 
put  up  buildings  and  factories,  pave 
roads  and  make  cars,  lay  pipelines  and 
till  fields  across  Europe.  Most  work  off 
the  books,  get  paid  a  fraction  of  going 
wages,  live  in  crowded  cjuarters,  and  toil 
extra-long  hours,  with  no  legal  rights. 

They  differ  starkly  from  the  Turks, 
Italians,  and  North  Africans  who  came 
in  droves  more  than  30  years  ago,  invit- 
ed by  governments  to  do  the  dirty 
jobs — with  minimal  benefits — that  locals 
shunned.  The  new  crop  of  foreign  work- 
ers lacks  even  that  minimal  status. 
While  Eastern  Europeans,  mostly 
skilled  workers,  happily  leave  home  for 
jobs  in  the  West,  they  don't  suspect 
they  are  about  to  fall  prey  to  labor  traf- 
fickers who  trap  them  in  a  web  of  ille- 
gality and  exploitation.  But  they  stay 
because  they  can't  afford  to  leave.  Be- 
hind them  are  millions  of  Russians,  who 
could  lose  jobs  once  reforms  kick  in  at 
home. 

The  widespread  use  of  cheap  migrant 
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ibor  suits  many  interests.  Dirt-poor 
lasterners  get  work  and  send  hard  cur- 
sncy  home.  Western  European  compa- 
ies  keep  costs  of  skilled  labor  down, 
he  savings  can  be  irresistible:  Last 
ear,  Germans  paid  $21.53  an  hour  in 
verage  wage  and  benefit  costs,  way 
bove  $14.77  in  the  U.  S.  and  $12.64  in 
apan.  For  their  part,  politicians  see  the 
iflux  as  a  cheap  way  to  ease  pressure 
iside  their  impoverished  Eastern  neigh- 
ors.  By  letting  Eastern  European  labor 
-ickle  in,  the  West  avoids  having  to 
and  more  aid  or  buy  their  goods. 

While  providing  some  short-term 
enefits,  the  mounting  traffic  in  labor  is 
icreasingly  drawing  fire.  Law-abiding 
ampanies  complain  that  offenders  get 
nfair  cost  breaks.  Others  say  it  robs 
overnment  coffers  of  tax  revenue.  And 

threatens  to  scuttle  efforts 
)  standardize  Europe's  la- 
or  market.  Warns  Bernd 
[of  of  the  German  Econom- 
;  Institute  in  Cologne: 
Flows  of  skilled  migrant 
'orkers  from  the  East  dis- 
)rt  labor  markets  in  the 
/est.  And  their  cheap  labor 
ill  have  a  long-term  nega- 
ve  effect  on  companies  us- 
ig  it."  Hof  says  that  while 
3ck-bottom  costs  may  im- 
rove  the  bottom  line,  reli- 
nce  on  cheap  labor  delays 
ivestment  in  modernization 
nd  hurts  companies'  com- 
etitiveness  in  the  long  run. 
:eberg'S  tip.  But  such  far- 
ightedness  is  rare,  as  recession  has 
queezed  bottom  lines  at  many  midsize 
□mpanies.  A  spot  check  among  German 
onstruction  companies  found  that  90% 
f  them  use  illegal  Eastern  European 
rorkers,  says  Jiirgen  Lehlbach,  a  labor- 
raud  cop  in  Hessen.  Adds  Hans  von 
-iipke,  an  official  at  the  Federal  Labor 
Iffice  in  Nuremberg:  "What  we've  been 
tumbling  across  is  only  the  tip  of  an 
;eberg." 

Take  the  case  of  Zbyshek  K.  Since 
oming  to  Nagold  last  May,  he  has 
.^orked  six-day,  60-hour  weeks,  inter- 
upted  only  by  two  brief,  1,250-mile  car 
rips  home.  He  usually  jumps  out  of  bed 
t  5  a.m.  and  falls  asleep,  dog-tir^d,  at 
round  10  p.m.  While  his  take-home  pay 
f  $3  an  hour  is  four  times  wages  in 
'oland,  it  is  barely  a  quarter  of  what 
lermans  earn  at  the  same  factory. 

Such  conditions  are  possible  because 
ionn  has  too  few  resources  to  police 
emporary  work  contracts  introduced 
nder  agreements  with  Eastern  Europe- 
n  governments.  At  Wackenhut,  for  ex- 
mple,  the  Poles  who  were  brought  os- 
ensibly  to  work  on  a  specific  project 


are  found  laboring  alongside  Germans 
at  several  tasks.  Yet  the  union  wage 
and  overtime  rules  don't  apply  to  them. 
And  Polkat  is  raking  it  in.  From  the 
earnings  of  the  team  rented  to  Wacken- 
hut, Polkat  skims  off  about  $600,000  a 
year. 

As  part  of  such  a  scheme,  Polkat  pays 
Zbyshek's  rent;  his  lunch  money  comes 
from  Wackenhut.  He  spends  next  to 
nothing  on  himself,  saving  as  much  as 
he  can  to  meet  his  goal — an  apartment 
for  his  young  wife  and  baby. 

But  the  grueling  work,  cramped  hous- 
ing, and  the  sense  of  unfairness  are 
whittling  down  his  resolve.  "If  I  could, 
I'd  go  home  right  now,"  says  the  tall, 
haggard  Zbyshek.  He  pulls  hard  on  a 
cigarette  and  quickly  glances  around 
the  parking  lot,  fearing  that  someone 


WHERE  EAST  EUROPEANS  SWEAT 


.45  many  as  500,000  to  1  million  migrant  laborers  flood  the  West 
each  year.  Here 's  where  they  go  and  what  they  do: 

Country  of 
employment 

Country  of  origin 

Industry 

GERMANY 

Poland,  Yugoslavia, 
Czechoslovakia,  Russia 

Construction,  machine- 
building,  software, 
hotels,  restaurants 

FRANCE 

Poland,  Czechoslovakia 

Construction,  agricul- 
ture, restaurants 

ITALY 

Poland,  Yugoslavia,  Albania 

Construction,  agriculture 

BRITAIN 

Poland,  Czechoslovakia 

Construction,  agriculture 

OATAr  BW,  GERMAN  UBOR  FRAUD  OFFICE 

might  overhear  him:  Polkat  managers 
forbade  workers  to  talk  to  BUSINESS 
WEEK.  "But  there's  no  way  I  can  earn 
that  much  in  Poland,"  he  says.  "So  I'm 
stuck  here." 

It's  a  common  sentiment  among  East- 
ern Europeans  laboring  in  the  West. 
While  there's  no  outright  coercion  to 
stay,  most  are  willing  to  clench  their 
teeth  because  the  alternative  is  worse. 
Unemployment  in  Eastern  Europe,  in- 
cluding at  least  12  million  in  the  former 
Soviet  Union,  stands  at  more  than  16 
million  people,  estimates  the  Interna- 
tional Labor  Organization.  But  welfare 
rolls  in  the  region  are  set  to  zoom  to 
more  than  30  million  once  market  re- 
forms in  Albania,  Czechoslovakia,  Ro- 
mania, and  the  former  Soviet  republics 
take  hold. 

This  abundant  pool  of  cheap,  desper- 
ate labor  has  lured  con  artists  who  act 
as  brokers  to  companies.  Evidence  is 
mounting  that,  drawn  by  the  smell  of 
megaprofits,  organized  crime  is  mus- 
cling its  way  into  labor  trafficking. 
Even  former  communist  bosses  of  East- 
ern Europe  are  players.  Labor  fraud 


cops  say  Eastern  European  labor  traf- 
fickers are  often  managers  of  formerly 
state-owned  companies  who  have  lost 
their  customers  in  the  East  but  kept 
their  marketing  knowhow  and  contacts 
in  the  West.  Now,  they  are  in  business 
for  themselves,  often  colluding  with  cor- 
rupt government  officials.  Some  may  be 
establishing  contacts  with  organized 
crime,  German  labor  police  believe. 
'NO  CONTROL.'  If  companies  step  over 
into  illegality,  prosecutors  face  huge  ob- 
stacles in  proving  it.  And  they  are  hin- 
dered by  lack  of  manpower  and  internal 
government  squabbles.  But  those  few 
companies  caught  in  the  nets  of  the  la- 
bor police  range  from  small  subcontrac- 
tors to  the  big  guys.  Big-name  compa- 
nies claim  innocence.  "We  have  no 
control  over  what  our  sub-subcontrac- 
tors or  even  subcontractors 
are  doing,"  says  an  official 
of  Bilfinger  &  Berger,  a  Ger- 
man construction  company. 
Because  subcontractors  are 
responsible  for  their  labor- 
ers, "labor  abuses  would 
have  nothing  to  do  with  our 
company,"  insists  Nicola 
Ginsburg,  an  official  for  Cos- 
truzioni  Callisto  Pontello,  a 
large,  Florence-based  build- 
er. "We're  not  involved." 

It  all  adds  up  to  trouble, 
and  more  lurks  around  the 
corner.  Thousands  of  Rus- 
sians, Lithuanians,  and 
Ukrainians  are  working  at 
low-paying  jobs  in  Poland, 
Hungary,  and  Czechoslovakia.  Next 
stop  is  the  West.  In  Warsaw,  labor  traf- 
fickers gather  in  front  of  the  Palace  of 
Culture  &  Science,  jostling  and  waving 
signs  to  lure  former  Soviets  to  work  in 
the  West.  "It's  worth  the  effort,"  boasts 
one  agent.  "For  the  money  we  offer,  a 
Pole  would  just  kick  you  in  the  teeth." 

As  more  laborers  pour  in,  pressure 
grows  for  an  EC-wide  migrant-labor  poli- 
cy that  would  discourage  the  abuses.  If 
Europe  "can  legitimize  the  inflows  of 
East  European  workers,"  says  ILO  econ- 
omist Guy  Standing,  it  stands  to  gain  in 
the  long  run.  By  sending  money  home 
and  returning  with  firsthand  knowledge 
of  a  market  economy,  migrants  encour- 
age growth  in  their  home  countries  and 
ease  the  pressure  for  Western  aid. 

Zbyshek,  for  one,  wants  to  open  a  car- 
repair  shop  when  he  returns  to  Katowi- 
ce. But,  he  says,  "I've  learned  how  not 
to  run  things."  His  brush  with  real-life 
capitalism  has  been  a  powerful  lesson. 

By  Igor  Reichlin  in  Nagold,  ivith 
Sabrina  Kiefer  in  Rome,  Charles  Hoots  in 
Paris,  Jacek  Dobrowlski  in  Warsaw,  and 
bureau  reports 
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It's  time  for  a  change  to  Gallo. 

There  is  no  better  way  to  enhance  the  subtle  flavor  of 
these  chicken  medallions  and  fresh  spinach,  than  with  our 
very  special  1989  Sauvignon  Blanc.  Its  crisp,  clean  taste 
is  a  natural  complement  to  today's  cuisine. 
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EUROPE,  TOO,  IS  EDGY  ABOUT 
IMPORTS— FROM  AMERICA 


A  1991  U.S.  trade  surplus  of  $17  billion  could  fuel  protectionism 


The  rhetoric  had  a  familiar  ring. 
Back  home  after  his  ill-fated  mis- 
sion to  Japan,  President  Bush  was 
talking  tough  about  world  trade  to 
American  farmers.  This  time,  the  culprit 
was  the  European  Community.  He 
charged  the  Europeans  with  erecting  a 
protectionist  "Iron  Curtain"  to  keep  out 
U.  S.  goods. 

But  wait  a  minute.  Apart  from  agri- 
culture, Bush  really  has  little  to  com- 
plain about.  When  the  final  1991  trade 
figures  are  added  up,  they  will  show 
that  the  U.  S.  ran  a  stunning  .$17  billion 
surplus  with  Europe,  a  nearly  threefold 
increase  over  1990's  surplus  of  $6  billion 
(chart).  Now,  the  question  is  whether 
American  exporters  can  consolidate  their 
gains  and  sustain  the  surplus,  especially 
if  the  dollar  strengthens  in  coming 
months.  And  if  they  do,  will  the  U.  S. 
boom  touch  off  a  wave  of  protectionist 
ire  throughout  Europe? 
COMBUSTIBLE.  Fueling  the  trade  bonanza 
is  a  potent  combination  of  a  cheap  dollar, 
higher-quality  products,  and  Yankee  sell- 
ing ingenuity.  U.  S.-made  computers,  air- 
planes and  parts,  and  factory-automa- 
tion gear  are  pouring  into  Europe.  The 
American  trade  juggernaut  now  has 


racked  up  its  first  surplus  in  10  years 
with  Germany,  Europe's  biggest  econo- 
my, where  American  car  imports  have 
doubled  in  a  year.  Of  the  EC  countries, 
only  Italy  continues  to  run  a  surplus 
with  the  U.  S.  "There  has  been  a  change 
in  the  competitiveness  of  the  dollar  and 
U.  S.  [industry]  that  could  be  long-last- 
ing," says  David  Kern,  chief  economist 
at  National  Westminster  Bank  PLC. 

The  widening  trade  gap  with  the  U.  S. 
illustrates  competitive  problems  in  sec- 
tors ranging  from  agriculture  to  cars 
and  electronics.  The  EC  already  suffers 
from  a  chronic  and  growing  deficit  with 
Japan  of  $28  billion — 
despite  a  host  of  entry 
barriers  on  cars  and 
consumer  electronics. 
The  European  reces- 
sion, combined  with  in- 
creased competition 
from  the  U.  S.  and  Ja- 
pan, is  putting  enor- 
mous pressure  on  such 
European  flag  carriers 
as  British  Steel,  Italy's 
Olivetti,  and  France's 
Groupe  Bull. 

A  persistent  trade 
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WITH  THE  EC  SOARS 
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deficit  could  prove  combustible 
So  far,  most  of  the  shouting 
has  been  confined  to  a  negotiai 
ing  session  of  the  Genera 
Agreement  on  Tariffs  &  Trade 
(G.^TT).  There,  issues  such  as 
agricultural  subsidies  and  gov- 
ernment support  of  aircraft  in- 
dustries have  become  especially 
sensitive.  Now,  trade  issues  are 
beginning  to  spill  over  into  oth- 
er forums.  At  a  late  January 
meeting  of  the  Group  of  Seven 
industrial  nations,  European 
politicians  are  expected  to 
mount  a  full-court  press  to  per 
suade  the  U.  S.  to  help 
strengthen  the  dollar  and  bal- 
ance trade.  Frictions  could  in- 
tensify if  there  is  no  GATT  deal,| 
Washington  tries  to  keep  the 
dollar  low,  and  Bush  continues 
his  posturing  on  trade.  "What 
we  see  coming  out  of  the  White 
House  every  day  is  dismaying," 
says  Stefano  Micossi,  chief 
economist  of  Confindustria,  Italy's  big 
employers'  federation. 
'FAIR  ACCESS.'  In  the  worst-case  scenar- 
io, some  European  politicians  could  start 
pushing  managed-trade  deals,  especially 
as  important  national  companies  contin- 
ue to  founder.  Already  in  the  past  sever- 
al weeks,  the  French  have  begun  state- 
assisted  restructurings  of  such 
industrial  giants  as  Bull  and  Thomson 
Consumer  Electronics. 

Up  to  now,  the  U.  S.  has  enjoyed  its 
trade  windfall  and  avoided  the  wrath  of 
Europeans.  One  reason  is  simple  percep- 
tions: Americans  are  just  not  envisioned 
as  the  villains  that  the  Japanese  are  held 
to  be.  Helping  America's  benign  image 
is  the  openness  of  U.  S.  markets  to  Euro- 
pean products.  "French  products  have 
fair  access  to  the  U.  S.,  but  they  don't  in 
Japan,"  notes  a  French  government 
trade  official.  "You  simply  can't  com- 
pare the  two."  So  even  though  the  big- 
gest surplus  is  in  such  high-tech  Ameri- 
can goods  as  computers,  telecommuni- 
cations gear,  and  semiconductors,  it 
has  generated  none  of  the  heat  that  sim- 
ilar Japanese  products 
have. 

What's  more,  the 
goods  that  the  U.  S.  is 
selling  to  Europe  are 
not  as  politically 
charged  as  Japanese  ex- 
ports. U.  S.  carmakers 
manufacture  in  Europe 
and  buy  virtually  all 
their  parts  locally.  U.  S. 
exporters,  such  as  Intel, 
Honeywell,  and  the 
Foxboro  unit  of  Brit- 
ain's Siebe,  are  flooding' 
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Llurope  with  capita!  equipment  that  in- 
lustrialists  are  using  to  modernize  their 
actories. 

George  A.  Magnus,  chief  international 
conomist  at  S.  G.  Warburg  &  Co.,  ar- 
gues that  circumstances  will  moderate 
he  American  trade  advantage  before  it 
^ets  out  of  hand.  The  U.  S.  surplus,  he 
ays,  is  going  to  shrink  as  the  dollar 
trengthens  during  an  American  eco- 
lomic  recovery. 

Maybe  so,  but  there  is  evidence  that  a 


It  wasn't  exactly  a  shining  moment  in 
the  annals  of  Soviet  punditry.  In  mid- 
December,  Princeton  University  Sovi- 
t  specialist  Stephen  F.  Cohen  and  Mar- 
hall  I.  Goldman,  associate  director  of 
larvard  University's  Russian  Research 
Center,  appeared  on  a  television  talk 
how  to  discuss  the  end  of  the  Soviet 
Jnion.  The  pair  banged  heads  on  most 
5sues,  with  Cohen  suggesting  that  Gold- 
nan  knew  virtually  nothing  about  Rus- 
ian  politics.  Enraged,  Goldman  blus- 
ered:  "If  you're  going  to  insult  me  and 
;ive  me  a  lecture,  I  have  a  right  to 
lefend  myself." 

This  is  more  than  a  bit  of  feuding 
.mong  comrades  in  armchairs.  With  de- 
nand  for  their  academic  wares  plung- 
Qg,  Kremlinogists  are  feeling  defensive. 
)nce  upon  a  time,  sighting  a  new  Polit- 
luro  heavy  atop  Lenin's  tomb  on  May 
)ay  was  enough  to  guarantee  a  year's 
unding.  But  the  rapid-fire  collapse  of 
he  old  Soviet  Union  has  been  humbling. 
'Nobody  in  the  academic  community 
eally  thought  the  Communist  Party 
TOuld  ever  self-destruct,"  says  Harvard 
lussian  scholar  Adam  B.  Ulam.  Adds 
'rinceton's  Cohen:  "Sovietology  has 
)een  exposed  as  intellectually  bankrupt, 
ind  it  has  to  be  completely  rebuilt." 

Cohen  and  his  colleagues  have  plenty 
0  be  embarrassed  about.  With  few  ex- 
eptions,  U.  S.  scholars  were  slow  to  de- 
ect  the  economic  rot  that  undermined 
he  empire.  Also,  most  were  too  optimis- 
ic  that  Mikhail  Gorbachev  could  contain 
he  forces  that  tore  the  union  apart. 
lEW  LABELS.  But  even  if  they  had  been 
>etter  forecasters,  the  Sovietology  in- 
lustry  would  be  hurting.  The  core  busi- 
less,  assessing  the  Russian  military 
hreat  and  divining  Kremlin  power 
struggles,  was  once  heavily  funded  by 
J.  S.  intelligence  services  but  now  is 
ibout  as  useful  as  a  fistful  of  rubles, 
^nd  private  foundations  are  taking  a 


surplus,  albeit  smaller,  could  be  a  dura- 
ble thing.  Like  the  Japanese  in  the  U.  S., 
American  companies  are  selling  more 
products  that  Europeans  want.  For  ex- 
ample, the  U.  S.  units  of  British  con- 
glomerate BTR  PLC  are  hitting  Europe 
hard  now  with  meters  and  control  de- 
vices for  upgrading  factories.  "Once 
you're  in  and  accepted,  the  business  is 
not  going  to  go  away  with  movements  in 
the  dollar,"  says  Robert  Faircloth,  BTR 
chief  operating  officer. 


hard  look  at  the  funding  they  give  to 
U.  S.  Sovietologists. 

Imagine  how  the  bigwigs  at  Columbia 
University's  prestigious  W.  Averell  Har- 
riman  Institute  for  Advanced  Study  of 
the  Soviet  Union  must  feel.  The  center  is 
looking  for  a  new  name  and  revamping 
its  curriculum.  Last  spring,  it  quickly 
threw  together  a  course  on  the  politics 
of  the  Russian  Republic,  and  it  plans  to 
build  up  its  programs  on  nationalities 
and  non-Russian  languages. 


For  Americans,  the  surplus  with  Eu- 
rope is  one  of  the  few  bright  spots  in  the 
economic  outlook.  And  while  trade  rela- 
tions with  Europe  have  remained  good, 
it  will  take  a  lot  of  work  to  keep  things 
friendly  as  the  recessions  take  their  toll 
on  both  sides  of  the  Atlantic.  Neither 
side  wants  a  replay  of  the  messy  Bush 
spectacle  in  Japan. 

By  Richard  A.  Melcher  in  London,  with 
Patrick  O.iter  iyi  Brussels  and  Stewart  Toy 
in  Paris 


Even  those  changes  may  not  be 
enough  to  attract  foundation  support  for 
Soviet  research.  "The  field  is  still  too 
Moscow-centered,"  says  Paul  Balaran,  a 
Ford  Foundation  grant  director.  As  a 
result,  some  of  the  grant  providers,  in- 
cluding the  MacArthur  Foundation,  may 
spend  their  money  closer  to  the  source, 
supporting  research  by  newly  liberated 
scholars  in  Russia.  Ford  is  likely  to 
boost  its  $5  million  in  annual  grants  for 
studies  of  the  former  Eastern  bloc. 
INSULT  SWAPPING.  Another  threat  to  the 
foreign-policy  academic  Establishment: 
upstart  economists,  think-tank  policy 
wonks,  and  other  advice  purveyors  now 
streaming  into  Moscow.  In  fact,  an  intel- 
lectual firefight  has  broken  out  along 
the  banks  of  the  Charles  River  between 
Harvard's  Russian  center  and  its  John 
F.  Kennedy  School  of  Government.  Gold- 
man and  other  Russian  scholars  claim 
they  were  locked  out  of  recent  efforts 
by  Graham  T.  Allison  Jr.,  former  dean  of 
Kennedy,  to  plan  a  swap  of  massive 
Western  aid  for  Soviet  economic  reform. 
In  response,  Allison  says  there  wasn't 
enough  time  to  bring  in  all  of  Harvard's 
Soviet  specialists. 

A  transcontinental  skirmish  is  also  un- 
der way  between  the  Kennedy  school 
and  Stanford  University's  conservative 
Hoover  Institution,  which  backed  Rus- 
sian President  Boris  N.  Yeltsin  while 
Harvard  was  supporting  Gorbachev. 
Hooverites  grumble  that  Harvard  econo- 
mist Jeffrey  Sachs,  who  helped  concoct 
Yeltsin's  price  decontrols,  is  off  the 
mark  with  his  recommendation  of  heavy 
Western  aid  to  the  former  Soviet  Union. 
"I  don't  think  the  [Group  of  Seven] 
should  pick  up  where  the  Soviet  central 
government  left  off,"  says  Judy  Shelton, 
a  Hoover  economist. 

Even  so,  making  grand  pronounce- 
ments about  the  ever-changing  situation 
in  Moscow — or  Minsk — is  a  tricky  busi- 
ness. Says  Jerry  Hough  of  Duke  Univer- 
sity: "The  media  are  asking  us  to  be 
astrologers."  Hough  knows  of  what  he 
speaks.  In  late  1990,  he  wrote  that  "it's 
quite  wrong  to  think  that  the  Soviet 
Union  is  moving  toward  something  as 
loosely  structured  as  the  Articles  of 
Confederation  envisioned  ...  at  least  not 
over  the  next  10  to  20  years."  Ouch! 

By  Brian  Bremrier  in  Washington 
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FEAR  AND  TREMBLING 

IMONG  THE  KREMLIN  WATCHERS 


sovietologists  find  demand  is  plunging  for  their  academic  wares 
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CANADA'S  CHOICE  MAY  BE 

FREE  TRADE  OR  FREE  HEALTH  CARE 


In  1990,  when  Bob  Rae  was  elected  as  Ontario's  first  social- 
ist premier,  he  planned  to  expand  the  generous  social  pro- 
;:rams  that  already  made  Canada's  key  province  a  North 
uiierican  Sweden.  But  Ontario's  deepest  recession  since  the 
930s  has  dashed  those  dreams.  Now,  Rae  is  steeling  himself 
or  a  Jan.  21  televised  address,  in  which  he  will  ask  voters 
whether  they  would  rather  have  cuts  in  those  cherished  pro- 
jams  or  a  jump  in  the  budget  deficit  to  over  $10  billion,  which 
t'ould  further  undermine  business  confidence. 

Not  only  in  Ontario  but  across  the  countr\%  the  Canadian 
vay  of  providing  first-class  health  care  free  to  all  citizens,  as 
»-ell  as  a  generous  safety  net  to 
he  poor  and  unemployed,  is  un- 
ier  assault.  Ontario  has  already 
ut  hundreds  of  hospital  beds, 
,nd  Toronto  faces  cutbacks  in 
er\ices  ranging  from  police  to 
lursing  homes.  The  changes  have 
leen  prompted  not  only  by  the 
ecession  but  also  by  the  sweep- 
ng  downsizing  of  Canadian  in- 
lustry  triggered  by  the  U.  S.-Can- 
,da  free-trade  pact  of  1989.  Some 
00,000  Canadian  manufacturing 
abs,  or  13%  of  the  total,  have 
anished  since  it  took  effect.  An 
.dditional  80,000  are  expected  to 


CROSS-BORDER  SHOPPING  IS  RUINING  ONTARIO  MERCHANTS 


isappear  this  year.  The  resulting  plunge  in  tax  receipts  is 
orcing  a  slash  in  social  programs.  Because  these  benefits  are 
0  central  to  Canada's  identity,  it's  not  surprising  that  Canadi- 
.ns  are  asking  whether  their  countr\'  can  carve  out  a  decent 
liche  for  itself  in  a  unified  North  American  market. 
;OLD  CLONE?  Unhappily  for  Canada,  free  trade  has  exposed 
he  country's  lack  of  competitiveness.  A  widely  discussed 
tudy  by  Harvard  business  school  guru  Michael  Porter  found 
hat  protective  barriers  had  allowed  Canadian  unit  labor  costs 
n  the  1980s  to  rise  twice  as  fast  as  those  in  the  U.  S.  Proving 
lis  point,  millions  of  Canadians  now  regularly  troop  across  the 


border  to  get  far-lower  prices  on  everything  from  milk  to 
clothing — devastating  Canadian  merchants.  Three  of  Canada's 
best-known  retailers  will  shutter  over  300  of  their  outlets, 
while  Marks  &  Spencer  PLC  is  reappraising  its  270-store  Cana- 
dian operation. 

Anger  over  the  rotten  economy  is  leading  to  a  surge  of 
nationalism.  Gallup  Canada  pegs  opposition  to  free  trade  at  a 
record  549f.  The  critics  say  the  deal  is  turning  Canada  into  a 
cold-hearted  clone  of  the  U.  S.  "We  will  restructure  to  the 
point  where  we  won't  be  able  to  maintain  the  differences  in 
social  programs,"  says  anti-free-trade  leader  Maude  Barlow. 

Such  critiques  are  forcing 
Prime  Minister  Brian  Mulroney  to 
take  a  much  tougher  line  toward 
the  U.  S.  The  two  countries  are 
battling  over  beer,  lumber,  and 
car  shipments  to  the  U.  S.  from 
Canada's  Japanese  plants.  The 
odds  that  Canada  will  go  for  a 
trilateral  free-trade  deal  with  the 
U.  S.  and  Mexico  have  fallen. 

Mulroney  is  planning  to  run  for 
reelection  next  year,  when  his 
term  ends.  But  his  public  approv- 
al ratings  are  mired  at  the  20% 
level — largely  because  of  econom- 
ic frustration  that's  likely  to  in- 
crease if,  as  predicted,  the  unemployment  rate  rises  above  its 
current  10.3%. 

More  bad  economic  news  could  be  fatal  to  Mulroney  and 
dangerous  to  free  trade.  "Mulroney  has  staked  his  credibility 
on  the  premise  that  free  trade"  would  work  smoothly,  notes 
Gordon  Ritchie,  who  helped  negotiate  the  deal.  "That  premise 
is  looking  pretty  soggy."  Ritchie  worries  that  the  next  election 
could  even  produce  a  government  committed  to  repudiating 
free  trade.  That's  a  threat  the  U.  S.  will  have  to  weigh  careful- 
ly in  its  dealings  with  its  most  important  trade  partner. 

By  William  C.  Si/fnonds  iu  Toronto 


BLOBAL  WRAPUPI 


RUSSIA 


The  Bush  Administration  is  finding 
out  how  tough  it  is  to  do  business 
in  the  former  Soviet  system.  The  U.  S. 
wants  to  sell  S650  million  worth  of  bad- 
ly needed  grain  at  bargain  prices.  But 
before  that  sale  can  go  forward,  Vne- 
sheconombank,  Moscow's  official  for- 
eign-trade bank,  has  until  Feb.  1  to  pay 
up  for  U.  S.  grain  already  shipped. 
Trouble  is,  the  bank  has  frozen  most 
hard-currency  assets  and  has  itself  be- 
come all  but  moribund.  A  Jan.  13  an- 
nouncement said  a  new  Russian  bank 
would  take  over  most  of  its  functions. 

So  the  U.  S.  is  in  a  quandary:  Should 
it  call  off  the  sale  or  trust  that  the  new 


republics  will  eventually  take  responsi- 
bility for  old  Soviet  debts?  Finding  out 
who's  in  charge  "is  becoming  a  serious 
problem  real  fast,"  says  an  Adminis- 
tration official. 

ALGERIA  

The  resignation  of  Algerian  Presi- 
dent Chadli  Benjedid  on  Jan.  11  and 
the  suspension  of  the  runoff  elections 
slated  for  later  this  month  may  help 
international  oil  companies.  Moslem 
fundamentalists,  who  were  likely  to 
win  an  overwhelming  majority  iTi  par- 
liament, are  determined  to  scrap  the 
North  African  country's  new  rules  en- 
couraging foreign  oil  drilling.  About  15 
foreign  oil  companies,  including  Exxon, 


are  now  vying  for  exploration  and  pro- 
duction deals  in  Algeria — which  had 
previously  been  closed  to  them. 

EUROPE  

The  election  of  Egon  Klepsch  on 
Jan.  14  as  President  of  the  Europe- 
an Parliament  is  one  more  sign  of 
growing  German  influence  in  the  Euro- 
pean Community.  Klepsch,  a  Christian 
Democrat,  is  a  close  ally  of  Chancellor 
Helmut  Kohl.  Until  recently,  the  Ger- 
mans had  been  wary  of  throwing  their 
weight  around,  but  last  month  they 
pushed  the  EC  to  recognize  Croatia. 
What's  more,  high  Bundesbank  inter- 
est rates  have  been  forcing  most  other 
EC  members  to  jack  up  their  own  rates. 
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Like  countless  suppliers  before  him,  James  J.  Lohman  was  seeth- 
ing as  he  left  a  1985  meeting  in  Detroit.  Three  years  earlier  he 
had  mortgaged  his  company,  Excel  Industries  Inc.  in  Elkhart, 
Ind.,  to  develop  a  better  way  to  make  car  windows.  His  innovations 
promised  to  help  Ford  Motor  Co.,  Excel's  top  customer,  slice  inven- 
tory and  assembly  costs.  Yet  now,  Ford  was  planning  to  bring  the 
technology  in-house — a  move  that  would  ravage  Excel. 

Lohman  still  recalls  with  satisfaction  what  happened  next:  Ford 
couldn't  master  Excel's  process.  So,  in  a  humbling  rapprochement, 
America's  No.  2  auto  maker  proposed  a  sweet  deal.  For  $18  million, 
Excel  would  buy  Ford's  window  factory  in  Fulton,  Ky.  Then,  to  keep 
some  control.  Ford  would  acquire  W/'  of  Excel  for  $25  million.  Ford 
also  agreed  to  buy  70','  of  its  windows  from  Excel  through  1993.  By 
last  year,  the  smaller  company's  sales  had  hit  $850  million,  nearly 

four  times  its  1985  revenues,  and  Ford 
had  saved  millions.  Emboldened,  Ex- 
cel has  plowed  $4  million  into  better 
manufacturing  systems.  Today,  it  can 
equip  new  Ford  models  a  year  faster 
than  before,  helping  Ford  shorten  it; 
new-product  cycle.  Declares  Dennis  1- 
Wilke,  general  manager  of  Ford'.'^ 
glass  division:  "There's  a  spirit  ol' 
trust.  We're  both  trying  to  find  the 
most  efficient  solutions." 
Besides  making  sense,  the  Ford-Ex- 


HOW  A  FEW 
U.S.  GIANTS 
ARE  TRYING  TO 

TE 
iG 


eel  deal  speaks  volumes  about  U.  S.  frustration  at  being  overttiken  by 
Japan.  For  a  decade,  American  companies  have  been  altering  their 
game  to  play  Japanese-style,  streamlining  their  lumbering  corporate 
heirarchies  to  focus  on  teamwork,  quality,  and  speed.  But  no  matter 
what  they  tried,  most  fell  further  behind.  "It's  like  we're  still  playing 
single-wing  football,  while  they've  found  the  forward  pass,"  says 
Marshall  0.  Phelps  Jr.,  director  of  governmental  programs  at  IBM. 
LEVELING  THE  FIELD.  Well,  the  contest  isn't  over  yet.  In  the  past  six 
years,  hundreds  of  companies,  from  big  IBM  to  little  Excel,  in  indus- 
tries as  diverse  as  computers,  semiconductors,  autos,  farm  imple- 
ments, and  motorcycles,  have  shared  Ford's  revelation.  They,  too,  are 
revamping  their  cultures  and  recasting  their  investment  practices  to 
form  cooperative  links  both  vertically,  down  their  supply  lines,  and 
horizontally,  with  universities,  research  labs,  and  their  peers.  Encour- 
aged by  the  Bush  Administration's  leniency  toward  antitrust,  even 
direct  competitors  are  slipping  between  the  sheets.  The  most  aston- 
ishing deal  may  be  the  one  last  June  between  IBM  and  archrival  Apple 
Computer  Inc.  to  jointly  develop  personal  computers  and  software. 

These  ventures  may  do  more  than  any  Presidential  mission  to  help 
ievel  the  playing  field  with  Japan.  Indeed,  says  David  E.  Cole,  direc- 
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THE  Kmersu-UKi  moves 

OF  U.S.  COMPANIES 

American  industry  is  trying  to  regain  its  strength  in 
world  markets  by  improving  the  quality  of  products 
and  getting  them  to  market  faster.  What's  emerging  is 
an  enterprise  model  that  borrows  from  Japan's  kei- 
retsu,  which  rely  on  cooperation  among  a  group  of 
manufacturers,  suppliers,  and  finance  companies 

RESEARCH 

►  In  the  1980s,  competitors  in  many  U.S.  industries  began  pool- 
ing resources  to  do  'precompetitive'  research  on  technology 
used  for  distinctive  products.  They  created  more  than  250  R&D 
consortiums,  starting  with  Microelectronics  &  Computer  Tech- 
nology Corp.  in  1982  and  Semiconductor  Research  Corp.  in  1983. 
Many  companies  now  participate  in  several  consortiums 

►  U.S.  companies  have  begun  forming  direct  research  links  with 
competitors.  For  example,  with  the  help  of  $120  million  from  the 
federal  government,  Detroit's  Big  Three  are  jointly  working  on 
new  battery  technology  for  electric  cars 

DESIGN 

►  Manufacturers  are  asking  their  strategic  suppliers — their 
most  trusted  ones — to  participate  in  new-product  design  pro- 
grams at  the  outset.  Known  as  concurrent  engineering,  this  pro- 
cess helps  avoid  time-wasting  pitfalls  that  often  occur  in  the  late 
stages  of  product  development 

►  The  best  suppliers  are  being  given  total  responsibility  for  de- 
signing parts  or  subsystems 

FINANCING 

►  Companies  such  as  IBM,  Ford,  and  Digital  Equipment  are  tak- 
ing equity  positions  in  strategic  suppliers  or  in  startups  that  are 
working  on  promising  technology 

►  Novellus  Systems  Inc.,  among  others,  has  given  suppliers 
loans  for  capital  equipment — or  has  bought  it  for  them 

►  IBM,  among  others,  sometimes  pays  suppliers  up  front,  in- 
stead of  on  delivery,  for  research  or  product-development  work 

PRODUCTION 

►  Many  manufacturers  are  giving  single-source  contracts  to 
strategic  partners.  These  contracts  set  strict  quality,  cost,  and 
delivery  goals  for  components  that  are  delivered  just  in  time  to 
be  put  into  the  fmal  product.  Suppliers  that  can't  measure  up — 
80%  of  the  total  in  some  industries — are  out 

►  Manufacturers  and  suppliers  are  becoming  partners  in  produc- 
tion. At  Deere  &  Co.,  workers  now  solve  problems  with  their 
counterparts  at  suppliers  such  as  McLaughlin  Body  Co. 

MARKETING 

►  Manufacturers  and  suppliers  are  selling  and  servicing  each 
other's  products.  For  instance,  Digital  Equipment  Corp.  is  taking 
over  sales  of  Cray  Research  Inc.'s  smallest  supercomputer 
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tor  of  the  University  of  Michigan's  Of- 
fice for  the  Study  of  Automotive  Trans- 
portiition,  U.  S.  industries  finally  are 
learning  to  compete  in  the  same  league 
with  the  monoliths  the  Japanese  call 
keiretsu,  or  business  groups.  Cole  sees  a 
new  U.  S.  industrial  pattern  emerging. 
He  calls  it  "an  American-style  keiretsu." 

Such  a  comparison  can't  be  taken  too 
literally,  of  course.  U.  S.  laws  enacted 
during  the  1930s  broke  up  huge  multi- 
company  trusts  such  as  the  powerful 
House  of  Morgan,  which  included  bank- 
ing, steel,  railroad,  and  shipping  compa- 
nies. Fiefdoms  like  that  were  probably 
America's  closest  counterpart  to  Japan's 
horizontal  keiretsu.  These  giants  are  col- 
lections of  dozens  of  major  companies 
spanning  several  indus- 
tries and  held  together 
by  cross-shareholdings, 
old-boy  networks,  and  a 
compulsion  to  hammer 
rival  groups.  At  the  hub 
of  each  is  a  bank  or 
cash-rich  company  that 
provides  low-cost,  pa- 
tient capital.  Together, 
the  Sumitomo,  Sanwa, 
Mitsui,  Mitsubishi, 
Fuyo,  and  Dai  Ichi  Kan- 
gyo  groups  account  for 
roughly  one-fourth  of 
Japan's  total  business 
assets  and  revenues. 
PYRAMIDS.  Nor  would 
Western  culture  toler- 
ate vertical  keiretsu, 
Japan's  other  variety. 
These  are  pyramids  of 
companies  that  serve  a 
single  master.  Every 
large  manufacturer, 
whether  it  belongs  to  a 
horizontal  group  or  not, 
dictates  virtually  every- 
thing— including  prices 
it  will  pay — to  hundreds 
of  suppliers  that  are  of- 
ten prohibited  from  do- 
ing business  outside  the 
keiretsu.  At  the  pyramid's  bottom  is  a 
swarm  of  job  shops  and  family  ventures 
with  primitive  working  conditions  and 
subsistence-level  pay  and  profits. 

But  if  pure  keiretsu  are  un-American, 
the  U.  S.  can  still  learn  from  them.  The 
horizontal  groups  provide  security  and 
stability  to  promote  the  risk-taking  and 
long-term  investment  often  shunned  by 
U.  S.  companies.  And  by  collaborating  on 
research  and  production,  keiretsu  mem- 
bers regularly  deliver  new  products 
ahead  of  lone-wolf  rivals.  Toyota  Motor 
Corp.,  one  of  24  companies  in  the  Mitsui 
Group,  drives  its  new-car  designs  into 
showrooms  in  four  years,  vs.  five  to 
eight  for  Detroit  and  Europe.  And  even 


the  pyramids  of  indentured  companies, 
with  their  emphasis  on  continual  cost 
reduction  and  quick  response,  prove  the 
value  of  having  close  supplier  ties. 

U.  S.  companies  can  no  longer  ignore 
these  advantages,  say  experts  such  as 
Lester  C.  Thurow,  dean  of  Massachu- 
setts Institute  of  Technology's  Sloan 
School  of  Management.  Across  the  spec- 
trum of  industrial  technology,  from  ad- 
vanced materials  to  next-generation 
semiconductors  and  futuristic  "agile" 
factories  that  ultimately  may  turn  out 
customized  cars  in  a  few  days,  the  costs 
of  research  and  development  are  soar- 
ing— at  accelerating  rates.  Tomorrow's 
keystone  technologies  are  so  expensive 
to  nurture,  says   Deborah  L.  Wince- 


SVG  executive  Sarkissian  and  IBM 
President  Kuehler  cut  a  deal  that 
SILICON  vAUEY  puts  microchip  lithography  in  IBM's 
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M  circle— for  the  long  run 


Smith,  Assistant  Commerce  Secretary 
for  technology  policy,  that  U.  S.  compa- 
nies "cannot  commercialize  them"  with- 
out banding  together  and  sharing  the 
risks.  This  is  especially  true  given  the 
compressed  time  frames  within  which 
new  products  must  get  to  market. 

In  short,  there's  a  pressing  need  for 
U.  S.  manufacturers  to  develop  some- 
thing similar  to  keiretsu.  What  they're 
building  could  even  be  better:  alliances 
where  collaboration  reinforces  capitalism 
at  all  levels.  American  suppliers,  more 
than  their  Japanese  counterparts,  pro- 
vide many  of  the  advances  that  drive 
innovation.  Elevate  their  role,  and  some 
executives  believe  that  America  can 


build  an  industrial  system  that  is  techno- 
logically stronger  and  swifter  afoot  than 
Japan's.  Three  years  ago,  for  instance, 
Digital  Equipment  Corp.  acquired  a  5% 
stake  in  MIPS  Computer  Systems  Inc., 
which  is  25%  owned  by  Japan's  Kubota 
Corp.  Then,  DEC  used  a  MIPS  chip  for 
new  workstations  instead  of  designing  a 
chip  of  its  own.  Because  of  such  moves, 
"we're  more  efficient  as  a  technology 
organization  than  ever  before,"  says 
Henry  A.  Crouse,  DEC's  vice-president 
for  strategic  relations. 

Despite  such  assessments,  there's 
plenty  of  skepticism  whether  a  keiretsu- 
style  approach  will  work  in  the  U.  S. 
Many  large  manufacturers  still  treat 
suppliers  like  disposable  diapers,  chang- 
ing them  frequently  to 
get  the  best  price.  And 
playing  suppliers  off 
against  each  other — 
which  even  Ford  still 
iloes — keeps  them  short 
nf  capital  to  modernize. 
That's  one  reason  U.  S. 
factories  have  more  out- 
moded equipment  than 
the  plants  of  other  in- 
dustrialized countries: 
The  average  age  of  the 
I '.  S.  equipment  is 
around  14  years,  which 
experts  believe  is  dou- 
ble the  figures  for  Ja- 
pan and  Europe.  Con- 
tentious tactics  also 
spawn  distrust,  which 
may  help  explain  the 
lackluster  record,  so 
far,  of  the  250-odd  R&D 
consortiums  formed  in 
the  U.  S.  since  1982. 
Still,  TRW  Inc.  Chairman 
Joseph  T.  Gorman,  who 
accompanied  President 
Bush  on  his  recent  trip 
to  Japan,  thinks  kei- 
retsu experiments  are  a 
must.  "Unless  we  move 
in  that  direction,  we 
don't  stand  a  chance  against  the  Japa- 
nese," he  says. 

GOING  HOME.  Such  sentiment  is  richly 
ironic.  People  forget  that  Henry  Ford 
started  out  totally  reliant  on  suppliers, 
notes  Susan  Helper,  assistant  professor 
of  economics  at  Case  Western  Reserve 
University  in  Cleveland.  All  Ford  did 
was  bolt  on  a  body  and  wheels..  The 
chassis,  engine,  gearbox,  and  other  parts 
were  built  by  suppliers  and  assembled 
by  Dodge  Bros.  But  by  the  1930s,  Ford 
was  vertically  integrated  down  to  its 
own  steel  plant,  partly  because  its  sup- 
pliers couldn't  make  quality  parts. 

Now,  Ford  and  others  are  returning  to 
their  roots.  Building  on  the  Excel  deal, 
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FORD'S 
KEIRETSU' 


After  selling  its  defense  unit  and  80%  of  its  farm-tractor  division,  Ford  is  focusing  on  its  automotive 
and  financial-services  businesses.  It  is  extending  its  reach  in  these  fields  by  means  of  acquisitions, 
equity  holdings,  international  tie-ups,  and  research  consortiums 


VEHICLE  ASSEMBLY 


PARTS  PRODUCTION 


Company 


Ford  equity  stoke  Company/Product 


Ford  equity  stoke 


MAZDA  Japan 


25% 


KIA  MOTORS  Korea 

10 

ASTON  MARTIN  LAGONDA 

75 

Britain 

AUTOLATINA  Brazil, 

49 

Argentina 

IVECO  FORD  TRUCK  Britain 

48 

Example:  Ford  buys  vehicles  from 
Mazda  for  sole  in  Japan,  and  vice 
versa.  Mazda  engineered  Ford's 
latest  Escort  subcompoct 


CUMMINS  U.S. 
Engines 


10.8%* 


EXCEL  INDUSTRIES  U.S. 
Windows 


40.0 


DECOMA  INT'L  Canada  49.0 
Body  parts,  wheels 

'Ford  has  an  option  to  acquire  an 
additional  10% 

Example;  Cummins  is  designing 
and  building  diesel  engines  for 
Ford  medium-duty  trucks 


FINANCIAL  SERVICES 


■  Through  seven  wholly  owned 
units.  Ford  extends  consumer  and 
commercial  credit.  It  issues  car 
loans,  mortgages,  and  credit 
cards,  does  industrial  leases,  and 
finances  dealer  purchases  of  cars 


MARKETING 


■  Ford  owns  49%  of  Hertz 

■  Hertz  and  other  rental-car 
agencies  are  among  Ford's  largest 
automobile  customers 


RESEARCH  &  DEVELOPMENT 


■  Ford  belongs  to  eight  consor- 
tiums that  do  research  into  environ- 
mental issues,  better  engineering 
techniques,  materials,  electric-car 
batteries,  and  the  like 

Example:  Ford,  GM,  and  Chrysler 
belong  to  consortiums  that  do 
so-called  'precompetitive  research' 
into  the  use  of  plastics  in  cars,  that 
study  methods  for  recycling  those 
plastics,  and  that  ore  developing 
batteries  for  electric  cars       DAIA:  BW 


^ord  in  late  1990  paid  $100  million  for 
0.8%  of  Cummins  Engine  Co.,  which 
lext  fall  will  supply  low-pollution  diesel 
ngines  for  Ford  medium  trucks.  Ford 
hus  avoided  a  $300  million  investment 
0  do  the  work  itself.  And  Cummins  got 
nuch-needed  cash  to  fund  key  R&D  for 
ts  flagship  product,  big  diesel-truck  en- 
gines. Over  the  past  few  years,  Ford  has 
Iso  passed  the  peace  pipe  to  General 
/lotors  Corp.  and  Chrysler  Corp.  so  the 
5ig  Three  don't  waste  money  on  dupli- 
ate  research  in  such  "precompetitive" 
echnologies  as  new  materials  and  elec- 
ric  car  batteries. 

But  the  company  with  the  strongest 
:eiretsu  leanings  may  be  IBM,  Prodded 
ly  growing  competition  from  Japan, 
ear  of  losing  an  independent  supplier 
•ase,  and  a  need  to  cap  its  spiraling 
esearch  costs.  Big  Blue  has  been  dis- 
nantling  the  fence  of  insularity  and  self- 
ufficiency  that  once  surrounded  it.  In 
act,  in  what  President  Jack 
).  Kuehler  terms  its  "reach- 
iut  phase,"  IBM  is  helping 
)uttress  the  infrastructure 
if  the  entire  U.  S.  electron- 
cs  industry.  The  company's 
estructuring  plans  should 
Lccelerate  the  process. 

For  example,  IBM  was  in- 
itrumental  in  organizing 
America's  first  stab  at  emu- 
ating  Japanese-style  corpo- 
rate collaboration:  the 
i^randdaddy  of  R&D  consor- 
iums.  Microelectronics  & 
Computer  Technology  Corp., 
vhich  does  basic  research  in 
;omputer  technologies  (page 
)8).  IBM  attended  quietly  at 
.ice's  1982  birth,  leery  that 
he  Justice  Dept.  might  oth- 
;rwise  scuttle  MCC  on  anti- 
rust  grounds.  By  1987,  the 
intitrust     climate  had 


changed,  and  IBM  publicly  backed  Sema- 
tech  Inc.,  the  consortium  aimed  at  re- 
storing U.  S.  leadership  in  semiconduc- 
tor-making equipment.  IBM  became  a 
member  and  furnished  the  first  chief  op- 
erating officer  for  Sematech,  which  is 
expected  to  get  a  new  lease  on  life,  with 
$100  million  a  year  in  federal  funding, 
when  its  charter  expires  this  year.  IBM's 
cajoling  has  also  gotten  officials  from 
Sematech  and  Jessi,  Europe's  better- 
funded  counterpart,  to  explore  potential 
collaborations. 

Beyond  such  leadership,  IBM  is  doing 
plenty  of  deals.  In  the  past  10  years,  it 
has  plowed  $1  billion  of  patient  capital 
into  more  than  200  companies  in  Japan, 
Europe,  and  the  U.  S.,  studiously  taking 
minority  stakes  in  U.  S.  firms  so  as  not 
to  muddle  their  entrepreneurial  culture. 
The  computer  maker  also  has  forked 
over  millions  to  troubled  suppliers  as  ad- 
vance payments  on  future  orders  or  con- 


EXCEL  LIVES  UP 
TO  rrS  NAMI 
WITH  FORD 


CEO  Lohman's  company 
makes  top-notch  windows.  So 
Ford  locked  in  Excel  as  a 
valued  member  of  its  family 


tract  research.  And  IBM  can  virtually  as- 
sure the  success  of  a  startup  by  forming 
a  strategic  partnership  and  giving  its 
products  a  seal  of  approval.  Unlike  tradi- 
tional venture  capitalists,  "IBM  doesn't 
care  much  about  quick  returns  on  equi- 
ty," says  a  former  executive  of  a  compa- 
ny that  IB.M  bankrolled.  "It  wants  tech- 
nology for  the  long  haul." 
LOW  TECH.  Lately,  this  strategy  has  in- 
volved bigger  partners.  On  the  heels  of 
the  IBM-Apple  agreement  came  a  July 
deal  that  shatters  more  precedents:  IBM 
is  teaming  up  with  Germany's  Siemens, 
a  competitor,  to  launch  joint  production 
of  the  next  generation  of  memory  chips, 
16-megabit  dynamic  random-access 
memories  (DRAMS),  in  an  IBM  plant.  Sie- 
mens will  sell  the  chips  in  Eui'ope,  the 
first  time  IB.M  chips  will  have  been  sold 
on  the  open  market.  Later,  Siemens  will 
transfer  the  technology  to  its  plants. 
Dumbfounding  as  this  may  seem,  it's 
almost  anticliniactic  in  light 
of  the  string  of  shockers 
IBM  uncorked  in  1989  and 
1990:  It  took  the  once-un- 
thinkable step  of  licensing 
its  crown-jewel  DRA.M  tech- 
nology to  Idaho's  Micron 
Technology  Inc.  It  signed  up 
Siemens  to  jointly  design  the 
64-megabit  memory  chips 
that  will  replace  16-meg  de- 
signs around  1994.  And  it  in- 
vited Motorola  Inc.  to  send 
engineers  to  IBM's  hush- 
hush  Advanced  Semiconduc- 
tor Technology  Center  in 
East  Fishkill,  N.  Y.,  to  help 
develop  a  new  chipmaking 
technique  for  use  at  the 
turn  of  the  century.  "These 
are  things  we  never  would 
have  considered  in  the  past," 
says  one  IBM  manager. 
But  there's  a  strong  mo- 
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E\  er\  one  a^^rees  thev'i 

No  one?  tier       .  rr  open  5\^tem5  are 

a  HO«>d  idea,  bul  vo  ^ :.      p.r-nrv  of  diiciisiioo 
aixHJt  vkiiat  open  5\  ftem?  c  '''^ 

Some  in5i5t.  for  e?t£  -?n  5v?- 

tem  is  a  L  NIX*  ?*?t.enL  Bu . 
h  takes  to  get  their  different   ;     ^     _  -  -      - . 
netwoikins  protocols  and  databases  working  as 
one.  and  the  sooner  the  better. 

That^  wb^  IBM  ^     -        .  . 
To      tbe^  besin  less  _  e 

needs  oi  vour  Dusmess. 


people  can  use  it  nxwie  es  - 


od,  but  not  everyone  agrees  how  to  get  there. 


nations  with  customers  and  supjiliers,  who  no 
ubt  planned  their  systems  without  thinking 
out  yours. 

And  of  course,  you  need  to  accompHsh  all 
is  without  scrapping  your  existing  multivendor 
/estments. 

So  the  paths  to  open  systems  will  vary,  but 
ere's  one  thing  that  won  t — consistent  industry 
nidards.  IBM  is  fully  committed  to  open  sys- 
Tis,  so  weVe  equally  fervent  about  standards. 

We're  active  on  over  1,200  standards 
itiatives.  WeVe  a  sponsor  of  OSF,"  a  member 
X/OPEN™  and  we  support  ISO?  ANSI"  and 
EE.'^'  to  name  a  few.  And  when  a  new  standard 


holds  promise,  we  support  its  development. 

Whats  more,  we  offer  AIX™  for  UNIX 
users  and  we  are  improving  our  SA  A™  and  AIX 
systems  to  work  more  openly  with  each  other  and 
your  non-IBM  systems.  So  as  you  move  to  open 
systems,  your  investments  will  be  protected.  We 
can  also  help  you  open  your  system  with  consult- 
ing services  and  technical  support. 

At  IBM,  we  now  measure  everything  we 
do — from  the  desktop  on  up — against  a  yardstick 
of  openness.  It's  what  we  have  to  do  because  it's 
what  you  want  to  do.  To  get        Z=  1:=^ 

more  information,  call  us  at       -  Z=I  

1  800  IBM-CALL.  ===="=: 


ollowing  aie  trademaiks  ot  Unix  Systems  Laboratories.  Inc  ,  Open  Software  Foundation,  inc  ,  x.  OPEN  Company.  Ltd ,  The  international  Organization  tor  Standardization.  Amencan  National  Standards  institute.  Inc . 


FIELDS:  HIS 
ARRIVAL  MADE 
THE  DIFFERENCE 
ATMCC 


TWO  years  ago, 
Microelectronics  & 
Computer  Technol- 
ogy Corp.  (MCC)  in  Austin 
was  the  granddaddy  of 
high-tech  research  con- 
sortiums in  more  ways 
than  one.  Much  of  its 
research  was  long  in  the 
tooth,  and  member  com- 
panies grumbled  about 
the  small  returns  on 
their  annual  seven-figure 
investments. 

Then,  Craig  I.  Fields 
arrived,  bringing  the 
can-do  approach  that  has 
made  the  Defense  Ad- 
vanced Research  Proj- 
ects Agency  the  model 
for  managing  innovation. 
DARPA  nurtures  research 
that  spawns  not  only 
technology  but  real- 
world  products.  Fields 
had  been  sacked  as 
DARPA's  director  for  pushing  the  agen- 
cy into  civilian  as  well  as  military  tech- 
nology— just  what  Mt'C's  board  wanted. 

At  MCC,  Fields  is  blurring  the  differ- 
ence between  a  consortium  that  does 
precompetitive  research  and  a  keiretsu 
that  competes  in  the  marketplace.  Dis- 
mayed by  how  much  research  gets 
shelved  in  the  U.  S.,  Fields  has  vowed 
to  keep  his  cupboard  empty.  "No  mat- 
ter how  successful  R&D  is,"  he  says,  "if 
it  isn't  followed  by  capital  investment, 
it  won't  have  much  effect." 
'A  SPARK  PLUG.'  So,  Fields  signed  up 
MCC's  first  nonmanufacturing  mem- 
ber— Andersen  Consulting,  an  arm  of 
Arthur  Andersen  &  Co. — to  help  other 
members  commercialize  MCC's  develop- 
ments. The  Chicago  company  can  also 
market  technologies  that  MCC  members 
ignore,  spreading  the  fruits  of  research 
among  Andersen's  clients — and  per- 
haps attracting  new  MCC  members. 

"Fields  is  a  real  spark  plug,"  says 
Charles  F.  Larson,  executive  director 
of  the  Industrial  Research  Institute  in 
Washington.  "He's  helping  revitalize 
the  organization."  Fred  J.  Stillgtr,  di- 
rector of  manufacturing  engineering 
services  at  Advanced  Micro  Devices 
Inc.,  an  MCC  shareholder,  agrees.  MCC 
members  can  join  or  opt  out  of  any 
project.  Fields's  attitude,  says  Stillger, 
is  "don't  join  any  project  if  you  won't 
use  it.  We're  not  doing  research  for  the 
sake  of  research." 


Fields  especially  wants  to  recruit 
more  small  companies,  since  these 
are  often  better  than  bigger  ones  at 
commercializing  technology.  But  en- 
trepreneurial companies  also  fail 
easily:  They  can't  afford  the  R&D  to 
develop  a  next-generation  product. 
By  joining  MCC,  they  gain  access  to 
multidisciplinary  research  that  only  gi- 
ants can  normally  afford. 

Small  businesses  can  sign  on  as  as- 
sociate members  for  $25,000  a  year, 
plus  as  little  as  $125,000  to  participate 
in  a  project.  If  that's  too  steep.  Fields 
will  discuss  a  barter  deal  with  compa- 


IWCCATAGLANCE 

Founded:  1 982,  Austin,  Tex. 

1992  budget:  $55  million 

Staff:  400  researchers,  plus  36  scientists  on 

loan  from  members 

Membership:  22  shareholding  companies,  51 
associote  members.  These  companies  ore  par- 
ticipating in  one  or  more  of  MCC's  eight  major 
projects.  A  sampling: 

ENTERPRISE  INTEGRATION  This  year,  MCC 
plans  to  launch  a  nationwicJe  computer  network 
colled  EInet,  to  enable  businesses  to  share  com- 
mercial data  and  interact  electronically 

COMMON  SENSE  KNOWLEDGE  BASE 

MCC  is  building  a  mosssive  data  base  of  every- 
day knowledge  that  programmers  can  use  in 
writing  artificial  intelligence  software 

NEURAL  NETWORKS  MCC  is  doing  work  on 
computer  circuits,  modeled  after  the  brain,  that 
excel  at,  for  example,  recognizing  patterns  and 
dealing  with  incomplete  or  contradictory  data. 

SUPERCONDUCTIVITY  MCC  is  developing 
ultrofast  computer  chips  made  with  high-tem- 
perature superconducting  materials 

DATA:  MCC,  BW 


nies  whose  technology  is 
useful  to  MCC.  Since 
Fields  took  the  helm,  the 
roster  of  associate  mem- 
bers has  tripled,  to  51. 
Shareholder  members  in- 
clude Digital  Equip- 
ment, General  Electric, 
Hughes  Aircraft,  3M, 
and  Westinghouse. 

When  Fields  can't  find 
a  small  company  to  mar- 
ket a  promising  develop- 
ment, he'll  create  one. 
MCC  has  spun  off  two 
for-profit  ventures,  keep- 
ing an  equity  stake  in 
each.  The  first  is  Evolu- 
tionary Technologies  Inc. 
Founded  a  year  ago  by  Katherine 
Hammer,  a  former  MCC  researcher,  ETI 
devises  software  tools  that  enable  non- 
compatible  data  bases  to  talk  to  each 
other.  With  the  proliferation  of  PCs, 
data  conversion  has  become  a  big  head- 
ache— and  cost — for  many  companies, 
requiring  painstaking  translations  of 
data  into  a  common  format.  ETi's  first 
product  came  out  in  November.  Its 
price  is  $50,000  and  up,  with  deep  dis- 
counts for  MCC  companies  that  funded 
the  research.  Three  members  have  or- 
dered the  tools,  Hammer  says. 

The  second  spin-off.  Corporate  Mem- 
ory Systems  Inc.,  recently  brought  out 
software  that  logs  operational  deci- 
sions made  by  electric  utilities.  And 
Fields  hopes  a  third  group  of  research- 
ers will  soon  become  entrepreneurs. 
TIMETABLE.  Fields's  results-oriented  ap- 
proach has  caused  anguish.  Last  year, 
the  ax  fell  on  some  blue-sky  projects— 
those  that  Fields  felt  had  a  "no-term 
payoff."  Shortly  after,  Dwight  Duston, 
director  of  innovative  science  and  tech- 
nology for  the  Pentagon's  Strategic 
Defense  Initiative  Organization,  visited 
several  scientists  whose  programs  had 
been  cut.  "They  said  it  was  painful,  but 
the  right  thing  to  do,"  recalls  Duston. 

Now,  there's  a  timetable  attached  to 
every  project.  Long-range  programs 
must  meet  periodic  milestones.  Re- 
searchers are  accountable  for  deliver- 
ing practical  technology  to  MCC  mem- 
bers. And  they  know  that  it  will 
somehow  get  to  market,  even  if  MCC 
has  to  finance  the  venture.  With  Fields 
around,  it  seems,  no  promising  technol- 
ogy' is  going  to  grow  a  beard. 

By  Otis  Port  in  New  York,  with  John 
Carey  in  Washington 
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;ive  now:  fear.  Thai  has  been  mounting 
;ince  1981,  when  IBM  began  doing  "tech- 
lology  audits"  of  the  competitiveness  of 
ts  supphers  vs.  their  Japanese  rivals. 
BM  was  stunned  by  its  findings.  In  the 
J.  S.  and  Europe,  its  hand[)icked  vendors 
'were  becoming  less  competitive — at  an 
ilarming  rate,"  recalls  Kuehler.  If  the 
rend  continues,  IBM  and  the  U.  S.  elec- 
ronics  industry  will  be  dependent  on  the 
[apanese  not  only  for  DRAMs  but  also 
'or  critical  chipmaking  equipment.  And 
since  most  Japanese  suppliers  are  con- 
lected  to  Japan's  giant  computer  build- 
?rs,  that  seems  a  prescription  for  reduc- 
ng  IBM  to  a  colony  of  Japanese  business. 
NTO  THE  BREACH.  Thus,  when  Perkin- 
21mer  Corp.  put  its  microlithography  op- 
;rations  up  for  sale  two 
/ears  ago,  IBM  leapt 
nto  the  breach.  Lithog- 
•aphy  machines  are  the 
;ornerstone  of  chipmak- 
ng:  They  "print"  the 
:omplex  circuitry  that 
urns  silicon  wafers  into 
;omputer  chips.  During 
,he  1980s,  the  Japanese 
ill  but  drove  the  U.  S. 
'rom  this  business.  To 
)reserve  an  American 
•ole,  IBM  helped  un- 
lerwrite  a  management 
)uyout  of  one  Perkin- 
^Imer  divison  and  lined 
ip  California's  Silicon 
VaWey  Group  Inc.  to 
ake  the  other.  IBM  also 
guaranteed  svg's  in- 
stant success,  chipping 
n  $20  million  to  contin- 
le  research  and  order- 
ng  enough  machines  to 
ceep  svg's  new  unit 
)usy  for  two  years. 
'IBM  was  determined  to 
io  this  for  the  long 
erm,"  says  Vahe  A. 
sarkissian,  president  of 
JVC  Lithography  Sys- 
:ems  Inc. 

Joining  Big  Blue's  circle  is  not  without 
•isk.  Sources  close  to  Image  Business 
Systems  Corp.  (IBS),  a  three-year-old  pio- 
leer  in  systems  that  handle  documents 
is  graphic  images  rather  than  as  com- 
puter text,  say  that  IB.M  forced  founder 
David  E.  Y.  Sarna  to  resign  when  the 
Slew  York  company  ran  over  budget  on 
development  work.  IB.M  had  just  a  107' 
BS  stake,  worth  $6  million,  so  it  couldn't 
iemand  Sarna's  resignation.  But  it  hint- 
ed that  it  wouldn't  aggressively  market 
BS's  product  if  Sarna  stayed  on.  IBM 
ienies  this  scenario.  And  such  reports 
iren't  deterring  other  companies  from 
seeking  a  place  at  IBM's  table:  Big  Blue 
says  it  can't  begin  to  handle  them  all. 

Manufacturers  must  be  careful  about 
A'hom  thev  invite  because  of  the  commit- 


ment it  takes  to  get  suppliers  up  to 
snuff,  then  teach  them  how  to  continual- 
ly shorten  design  times,  cut  costs,  and 
improve  quality.  In  the  mid-1980s,  when 
Harley-Davidson  Inc.  cut  its  supplier 
roster  from  320  to  120,  it  held  classes  for 
the  survivors  in  just-in-time  inventory 
management,  so  they  could  cut  their 
own  costs.  "We  buy  50%  of  the  dollar 
value  of  our  motorcycles  from  suppli- 
ers," says  Gary  E.  Kirkham,  Harley's 
manufacturing  manager.  "So  improve- 
ments we  made  [internally]  only  got  us 
half  way." 

Such  handholding  severely  tests  the 
engineering  and  management  expertise 
of  the  lead  company.  Both  partners  also 
have  to  build  bridges  for  exchanging  in- 


SUPPLIERS  GO 
AIONGFORTHE 
RIDEATHARLEY 


Executive  Vice-President  Paterson 
'threw  the  lawyers  out'  and 
streamlined  rules  and  goals  for  the 
motorcycle  maker's  suppliers 


formation  and  nurturing  trust,  which 
usually  means  dealing  face-to-face.  All 
this  can  only  work  if  manufacturers  use 
a  lot  fewer  suppliers.  And  that  usually 
tilts  the  buyer-supplier  relationship.  The 
buyers  are  still  boss — but  are  compelled 
by  their  increased  dependence  on  suppli- 
ers to  be  an  ally  and  partner. 

In  return  for  comfy,  long-term  con- 
tracts, suppliers  have  to  jump  when 
they're  told  to.  "We  won't  do  business 
with  them  otherwise,"  declares  Cum- 
mins Engine  President  James  A.  Hen- 
derson. And  increasingly,  suppliers  are 
being  asked  to  open  their  books  to  en- 
sure that  profits  aren't  too  fat.  Excel 
does  this  for  Ford.  "They  know  every 
cost  we  incur,"  says  Excel  CEO  Lohman. 

Still,  when  the  relationship  is  built  on 


respect  as  well  as  price,  "both  parties 
win,"  says  Rodney  Spear,  director  of 
quality  assurance  at  TTI  Inc.,  a  Fort 
Worth  company  that  produces  electronic 
components  for  Harris  Corp.,  a  $3  billion 
electronics  company.  TTI  was  a  survivor 
when  Harris'  Electronic  Systems  Sector 
winnowed  its  supplier  list  from  2,500  to 
270  in  1989  and  1990.  Now,  "we  get  to 
think  long-term,"  says  Spear,  and  to 
make  investments  that  will  boost  quality 
and  productivity. 

Harley  shows  where  this  can  lead. 
When  the  motorcycle  maker  tried  draw- 
ing up  long-term  agreements  with  its 
remaining  suppliers  in  1987,  its  lawyers 
produced  a  40-page  book  that  codified 
every  detail  of  performance.  At  that 
point,  says  James  H. 
Paterson,  a  Harley  ex- 
ecutive vice-president, 
"we  threw  the  lawyers 
out."  Harley  produced  a 
brief  document  outlin- 
ing goals  for  suppliers 
and  a  way  to  resolve 
disputes.  "We  no  longer 
wage  war  one  against 
the  other,"  says  Kirk- 
ham. Instead,  Harley 
battles  Honda  Motor 
Co.  And  it  has  upped  its 
U.  S.  share  of  big-bike 
sales  bv  39  points  since 
1983,  to  62%.  "It's  un- 
derstandable why  the 
Japanese  are  doing  so 
well,"  adds  m's  Spear. 
"They  started  imple- 
menting these  concepts 
40  years  ago." 
USED  TOOLS.  Financing 
gets  easier  when  a  part- 
nership blossoms.  Mor- 
ton Metalcraft  Co., 
which  makes  parts  for 
Caterpillar  Inc.,  can't 
afford  the  newest  ma- 
chine tools.  So,  Caterpil- 
lar often  sells  the  Mor- 
ton (111.)  company  used 


ones — cheap,  says  CEO  William  Morton. 
Novellus  Systems  Inc.  in  San  Jose, 
Calif.,  sometimes  equips  suppliers,  too 
(page  60). 

Design  also  goes  smoother  with  a 
keiretsu  approach,  as  farm-machiner>' 
giant  Deere  &  Co.  has  found.  Deere 
jointly  designed  its  combine  cabs  with 
McLaughlin  Body  Co.  in  Moline,  III,  and 
has  handed  responsibility  for  their  pro- 
duction to  McLaughlin,  which  also 
makes  cabs  for  Ford  and  Caterpillar. 
Says  combine  factory  General  Manager 
Richard  E.  Kleine:  "They  knew  how  to 
get  the  noise  reduction  and  increased 
visibility  we  needed." 

One  element  still  missing  from  the 
U.  S.  approach  is  the  patient  capital  a 
keiretsu  provides.  A  Bush  Administra- 
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tion  bank-reform  package,  debated  in 
tiie  Senate  last  year,  proposed  letting 
manufacturers  buy  banks,  and  vice 
versa.  But  this  idea  is  all  the  more  con- 
troversial because  of  banking's  problems 
and  won't  get  by  Congress  soon.  That 
hasn't  kept  Ford,  for  one,  from  making 
plans  for  what  it  would  do  with  a  bank. 
So,  says  .MIT's  Thurow,  it  isn't  implausi- 
ble to  imagine,  someday,  a  Ford  Group 
replete  with  a  bank  and  parts  and  vehi- 
cle makers,  tied  together  by  interlocking 
ownership.  "The  only  question,"  Thurow 
adds,  "is  how  soon?" 

Skeptics  still  say  that  it  can't  happen 


here,  that  cooperation  cuts  against  U.  S. 
individualism.  But  "look  at  team  sports," 
notes  Michael  L.  Dertouzos,  chairman  of 
the  Commission  on  Industrial  Productivi- 
ty at  MIT.  Even  within  companies,  team- 
work is  more  often  the  rule  than  not. 
"The  U.  S.  is  extremely  good  at  blending 
cooperation  and  individualism,"  adds 
Dertouzos.  So,  a  hybrid  that  combines  a 
keiretsu's  strengths  with  Yankee  inge- 
nuity might  be  a  formidable  competitor. 

Two  years  ago,  Hiroshi  Kashiwagi,  di- 
rector general  of  Japan's  most  presti- 
gious research  lab,  the  Ministry  of  Inter- 
national Trade  &  Industry's  Elec- 


trotechnical  Laboratory,  told  BUSINESS 
WEEK  that  if  U.  S.  giants  started  making 
better  use  of  their  vast  storehouse  of 
technology,  "we  would  not  be  able  to 
compete  with  them."  Today,  many  com- 
panies are  embarking  on  a  transforma- 
tion that  may  prove  him  right.  It  will  be 
a  decade  or  so  before  the  answer  is  in. 
But  this  much  is  clear:  The  keiretsu  ap- 
proach is  one  Japanese  import  that 
many  U.  S.  companies  like. 

By  Keinn  Kelly  in  Chicago  and  Otis  Port 
in  New  York,  with  James  Treece  in  Detroit, 
Gail  DeGeorge  in  Miami.  Zachary  Schiller 
in  Cleveland,  and  bureau  reports 


NOVELLUS:  THRIVING— WITH  A  LITTLE  HELP  FROM  ITS  FRIENDS 


Standing  at  his  of- 
fice wall,  sketching 
a  design  for  a  new- 
machine,  62-year-old  Rob- 
ert F.  Graham  looks 
more  like  a  professor 
than  the  scourge  of  his 
Silicon  Valley  colleagues. 
Then  the  chairman  of 
Novellus  Systems  Inc. 
launches  a  diatribe  on  his 
pet  peeve:  fellow  manu- 
facturers of  chipmaking 
equipment  who  whine 
about  federal  tax  policies 
and  unfair  Japanese  com- 
petition. The  real  prob- 
lem, Graham  asserts,  is 
that  "the  conventional 
way  of  doing  business  in 
this  industry  stinks." 

Such  blunt  talk  wins 
Graham  few  friends.  But 
it's  hard  to  argue  with 
his  results.  For  makers 
of  semiconductor  produc- 
tion gear,  profits  usually 
plummet  in  a  recession — 
far  more  dramatically 
than  the  earnings  of  their  chipmaking 
customers.  There's  no  slump  at  Novel- 
lus, however.  In  1991,  its  third-quarter 
profits  soared  20%,  to  $4.4  million,  on 
an  189^  jump  in  sales,  to  $20.3  million. 
For  years,  it  has  been  the  industry's 
fastest-growing  and  most  profitable 
public  company.  "Novellus,"  says  G. 
Dan  Hutcheson,  president  of  VLSI  Re 
search  Inc.,  "has  become  the  model  for 
how  to  run  an  equipment  company." 
TWELVE  HANDS.  What  sets  Novellus 
apart  is  its  utter  disdain  for  in-house 
"metal-bending."  Instead  of  maintain- 
ing a  costly  machine  shop,  Graham  re- 
lies heavily  on  long-term,  strategic 
deals  with  a  few  trusted  suppliers.  No- 
vellus keeps  a  firm  grip  on  engineering 


GRAHAM: 
LONG-TERM, 
STRATEGIC  DEALS 
ARE  HIS  FORTE 


to  avoid  becoming  a  "hollow"  corpo- 
ration. But  it  doesn't  hesitate  to  call 
in  outside  experts  to  assist  in  refin- 
ing improvements  suggested  by 
customers  or  the  company's  own  en- 
gineers. And  Graham  insists  that 
his  hand-picked  suppliers  pitch  in  on 
the  engineering,  to  head  off  production 
delays.  If  a  supplier  can't  justify  the 
cost  of  needed  equipment,  Graham 
buys  it  for  the  supplier.  Novellus  also 
does  the  final  assembly  and  testing — 
with  only  12  shop-floor  workers.  Its 
sales  per  employee  top  $350,000,  nearly 
double  the  industry  average. 

That  impresses  William  J.  Spencer, 
president  of  Sematech  Inc.,  the  Austin 
(Tex.)-based  chipmaking- technology 
consortium  that  Graham  often  blasts. 
Spencer  has  trooped  through  Novellus' 
headquarters  in  San  Jose,  Calif.,  with  a 
delegation  of  industry  officials,  and  he 
would  like  to  see  the  Novellus  ap- 
proach applied  to  "a  broader  setting." 
But  others  warn  that  the  strategy  is  no 


cure-all.  Novellus  is  "go- 
ing to  find  it  harder  as 
the  company  gets  big- 
ger," predicts  James  L. 
Callahan,  president  of 
Leybold  Vacuum  Prod- 
ucts Inc.,  a  Novellus  sup- 
plier in  Export,  Pa. 

The  acid  test  may 
come  soon.  Last  Novem- 
ber, Novellus  unveiled  a 
machine  that  combines 
its  chemical  vapor  deposi- 
tion (CVD)  gear,  used  in 
creating  the  ultratiny  cir- 
cuit wires  on  silicon 
chips,  with  add-on  mod- 
ules that  do  other  work, 
such  as  cleaning  silicon 
wafers.  So,  Novellus  now 
competes  with  several 
Japanese  suppliers  plus 
America's  biggest  chip-equipment  firm, 
$639  million  Applied  Materials  Inc. 
A  YES-YES?  Graham  insists  that  Novel- 
lus can  hold  its  own  by  playing  a  kei- 
retsu card:  strategic  alliances.  Last 
spring,  Novellus  and  Lam  Research 
Corp.,  whose  equipment  etches  semi- 
conductor wires  from  the  thin  metal 
films  laid  down  by  a  CVD  system, 
teamed  up  to  offer  special  package 
deals  to  chipmakers.  The  two  even  ser- 
vice each  other's  systems  if  something 
goes  wrong  after  installation. 

This  partnership  amazed  industry 
gurus.  Among  the  hundreds  of  chip- 
equipment  players — mostly  small  and 
undercapitalized — independence  is  so 
venerated  that  collaboration  has  been  a 
no-no.  Now,  Graham  hopes  to  strike 
more  such  deals.  "For  this  industry  to 
sur\'ive,"  he  declares,  "we've  got  to  le- 
verage each  other's  assets."  Even 
small  companies  can  thrive,  he  adds, 
with  help  from  a  few  friends. 

By  Robert  D.  Hof  in  San  Jose,  Calif. 
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Room  for  the  future.  Intr 


Sure,  the  Intel486^"SX  dehvers 
workstation  power  at  a  386  price 
today.  But  let's  say  you  need  more 
power  down  the  road.  No  problem.  Room  will  be 
waiting.  Thanks  to  new  built-in  CPU  upgradability. 


Intel  has  developed  an  upgrade  processor, 
due  in  1 992,  that  will  plug  into  many  486  SX 
systems.  With  this  simple  addition,  you'll 
double  CPU  performance.  The  net  effect:  an 
overall  system  performance  boost  of  up  to  70 
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ucing  built-in  upgradability 

ercent-across  all  applications.  Plus,  youll  get 
n-chip  math  capabilities. 

So  consult  your  dealer  to  see  which  486  SX 
/stems  are  upgradable.  Or  call  1-800-722-7772 
)r  a  free,  informative  video. 


And  check  into  the  computer  with  room  for  the 
future  today. 


Intel. 

The  Computer  Inside: 
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STRATEGIES! 


HCA:  THE  GOLDEN  ROAD 
FROM  LBO  TO  IPO 


Stakes  of  the  hospital  company's  insiders  soar  720%  in  three  years 


Tommy  Frist  has  never  been  crazy 
about  answering  to  public  share- 
holders. The  chairman  of  Nash- 
ville-based HCA-Hospital  Corp.  of  Ameri- 
ca spent  much  of  the  late  1980s 
worrying  that  his  company's  low  stock 
price  would  make  it  a  takeover  candi- 
date. Former  executives  of  Republic 
Health  Corp.  made  a 
play  for  HCA  in  1987, 
but  Frist  escaped  by 
selling  off  104  smaller 
hospitals  and  buying 
back  stock.  Wall  Street 
yawned,  though.  So 
when  he  again  sensed 
the  footsteps  of  raiders 
a  year  later,  Frist 
smoothly  engineered  a 
$5.1  billion  leveraged 
buyout  that  took  the 
health  care  conglomer- 
ate private  in  1989. 

Then  why  is  the  same 
Thomas  F.  Frist  Jr.  now 
back,  less  than  three 
years  later,  knocking  on 
the  door  of  the  public 
markets?  The  current 
bull  market  in  health 
care  stocks  is  evidently 
too  inviting  to  ignore. 
HCA  disclosed  in  a  Janu- 
ary filing  with  the  Securities  &  Ex- 
change Commission  that  it  plans  to  sell 
about  one-quarter  of  the  company  to  in- 
vestors. HCA,  which  shed  some  $3  billion 
in  assets  after  the  lbo,  hopes  to  raise  up 
to  $860  million. 

KEEPING  MUM.  Frist,  who  slimmed  the 
company  into  a  lean  competitor  with  74 
acute-care  and  54  psychiatric  hospitals 
while  it  was  private,  stands  to  have  his 
cake  and  get  it  spoon-fed  to  him,  too. 
Assuming  that  investor  demand  for  the 
shares  is  strong — and  there's  evidence  it 
will  be  because  of  a  healthy  earnings 
outlook  for  1992 — he's  going  to  make  a 
bundle.  And  the  offering  is  structured 
so  that  Frist,  53,  will  have  little  to  worry 
about  from  unwanted  suitors. 

Frist  and  other  insiders  aren't  talking 
because  the  offering  document  is  still 
being  reviewed  by  the  SEC.  But  the  pro- 
spectus reveals  enough  to  make  it  clear 


that  the  1989  LBO  has  turned  into  a 
grand  slam  for  Frist  and  his  buyout 
group,  which  included  Goldman  Sachs, 
J.  P.  Morgan,  and  Texas  investor  Rich- 
ard E.  Rainwater.  At  an  estimated  mid- 
range  offering  price  of  $20.50  a  share, 
the  insiders'  stakes  will  have  increased 
in  value  by  720%  in  less  than  three 


THE  HCA  STORY 

IQ/ Q  Onetime  Kentucky  Fried  Chick- 
l/UU  en  owner  Jack  C.  Massey  and 
cardiologist  Thomas  F.  Frist  Sr.  found  com- 
pany with  a  single  hospital.  It  eventually 
owns  or  manages  nearly  500  hospitals 


1982 


Thomas  F.  Frist  Jr.  named  chief 
executive  officer 


1987 


Frist  rebuffs  takeover  bid,  sells 
more  than  100  hospitals 


1QPQ  HCA  taken  private  in  $5.1  bil- 
I  /  U  /  lion  leveraged  buyout.  Frist 
accelerates  cost-cutting  drive 

1009  to  sell  as  many  as  39.1 

17 /Z  million  shares — 25%  of  total. 
Would  raise  up  to  $860  million 

DATA;  COMPANY  REPORTS 


years.  Their  initial  $283.7  million  invest- 
ment gave  them  100%  of  the  company's 
equity.  After  the  IPO,  their  stake  will  be 
wdrth  $2.3  billion,  and  they'll  retain 
about  757f  control.  Also,  stock  options 
awarded  to  key  HCA  employees  could  be 
converted  into  shares  worth  $690  million. 

Whenever  an  lbo  is  undone  this  quick- 
ly and  at  such  a  stunning  premium,  it 
usually  means  one  of  two  things:  Either 
the  management  insiders  were  extreme- 
ly shrewd,  or  the  original  shareholders 
goofed  in  selling  out  too  cheaply.  In  this 
case,  it  looks  like  a  little  of  both.  Most 
hospital-company  stocks  languished  in 
the  1980s  as  fears  mounted  about  medi- 
care reimbursement  rates  and  the  trend 
to  managed  care,  in  which  individual  em- 
ployers or  groups  bargain  for  volume 
discounts. 

The  fears  were  well- 
founded.  Aggregate 
hospital  profits  have 
been  cut  by  half  since 
1985,  says  health  care 
consultant  Douglas  B. 
Sherlock.  As  HCA  pre- 
pared to  go  private, 
there  were  only  half- 
hearted protests  from 
otherwise  savvy  institu- 
tional investors,  and  the 
lbo  price  was  eventual- 
ly bumped  up  from  $47 
to  $51  a  share. 
CLOSINGS.  Once  the  LBO 
was  complete,  manage- 
ment intensified  a  cost- 
cutting  drive  that  pro- 
duced $70  million  in 
annual  savings.  Frist,  a 
former  Air  Force  flight 
surgeon  who  joined  HCA 
when  his  father  co- 
founded  it  in  1968, 
slashed  layers  of  management,  closed  all 
but  one  regional  office,  and  cut  the 
Nashville  headquarters  staff  by  50%.  To 
boost  earnings,  he  offered  liberal  stock 
options  and  cash  bonuses  to  administra- 
tors who  met  individual  profit  goals. 

Although  debt  service  was  consuming 
15(t  of  every  revenue  dollar  in  the  LBO's 
early  days,  capital  spending  didn't  total- 
ly dry  up.  The  prospectus  says  HCA 
spent  $500  million  over  2V2  years  on  cap- 
ital projects,  with  the  focus  on  expand- 
ing outpatient  treatment  facilities.  These 
services,  generally  more  profitable  than 
inpatient  treatment,  are  on  track  for  $1.4 
billion  in  1991  revenue — a  66%  increase 
from  1986.  In  the  first  three  quarters  of 
1991,  HCA  earnings  climbed  44%,  to  $96.8 
million,  on  revenue  of  $3.7  billion. 

From  now  on,  debt  costs  should  take  a 
much  smaller  bite  out  of  HCA.  It's  using 
cash  from  asset  sales  to  retire  $480  mil- 
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n  in  junk  bonds  with  a  punishinj^ 
.5%  coupon  rate.  If  HCA's  stock  sale 
les  as  planned,  the  proceeds  will  be 
ed  to  buy  back  $435  million  in  15.75'/^ 
nk  bonds  and  pay  down  a  portion  of 
e  bank  debt. 

Besides  lower  interest  costs,  hca  has 
me  healthy  operational  advantages  go- 
y  for  it.  Analysts  believe  it  is  one  of 
e  few  hospital  companies  makinjj  mon- 
on  its  medicare  business,  thanks  to 
[•ict  cost  controls.  Since  discount  man- 
ed  care  accounts  for  less  than  of 
;a's  revenues,  the  company  exceeds  in- 
stry  averages  with  a  217'  profit  mar- 
n  at  its  acute-care  hospitals,  most  of 
em  in  the  Sunbelt.  And  even  though 
e  psychiatric  division  no  longer  boasts 
margins,  the  prospectus  shows  that 
irgins  have  stabilized  near  207'. 
All  in  all,  HCA  should  earn  about  $1.60 
share  in  1992,  some  analysts  figure, 
ised  on  an  offering  price  of  $20.50, 


that  would  give  it  a  price-earnings  multi- 
ple of  less  than  13 — vs.  21  for  the  Stan- 
dard &  Poor's  500  index.  Still,  investors 
will  want  to  tread  lightly.  Besides  HCA's 
considerable  debt  load,  the  prospectus 
also  discloses  a  potential  $1.1  billion  tax 
liability  for  which  the  company  has  no 
reserves.  And  there's  a  chance  the  gov- 
ernment will  take  another  whack  at 
medicare  reimbursement  rates,  which  ac- 
count for  one-third  of  HC.v's  revenues. 
COPING.  When  the  dust  from  the  offer- 
ing settles,  Frist  will  win  two  ways.  He 
and  his  family  will  hold  13.9  million 
shares  or  stock  options  with  an  indicated 
value  of  nearly  $300  million.  But  of  per- 
ha{)s  equal  importance  to  Frist,  the  new 
public  company  will  still  be  subject  to  a 
bank  covenant  that  triggers  a  default  on 
$1.9  billion  of  HCA's  bank  debt  if  a  raider 
acquires  507  of  its  stock. 

Frist  and  the  other  insiders  won't  be 
cashing  out  until  180  days  after  the  H'O, 


at  the  earliest.  Some  analysts  suspect 
that  since  HCA  will  still  have  $2.7  billion 
in  total  debt,  or  727^  of  capital,  con- 
cerned banks  may  have  forbidden  insid- 
ers from  taking  out  any  equity  until  the 
leverage  is  reduced.  Lenders  contacted 
by  BUSINESS  WEEK  declined  to  comment. 

The  challenge  for  the  future  is  how 
well  Frist  and  his  team  cope  when  Sun- 
belt employers  wake  up  and  stop  paying 
retail  for  their  workers'  hospital  costs. 
'"Managed  care  inherently  means  em- 
ployers will  demand  to  pay  wholesale," 
says  analyst  Kenneth  S.  Abramowitz  at 
Sanford  C.  Bernstein  &  Co.  "Eventually 
managed  care  will  take  over  every- 
where." That  means  Frist  will  have  to 
work  hard  to  avoid  another  reckoning 
with  shareholders  some  day.  But  when 
you  stand  to  make  as  much  money  as  he 
does,  a  distant  stockholder  showdown  is 
probably  the  last  thing  on  your  mind. 

Bi)  Chuck  Hawkins  in  Atlanta 


HCA'S  OFFSPRING  ARE  MAKING  NASHVILLE  A  PROUD  PARENT 


ashville  will  always  be  best 
known  as  a  town  of  twanging 
guitars  and  country  crooners. 
5ut  lately,  the  home  of  the  Grand  Ole 
)pry  also  has  been  playing  host  to  the 
irand  Ole  IPO:  Nashville  has  become  a 
lotbed  of  initial  public  offerings  by 
lealth  care  companies.  HCA-Hospital 
'orp.  of  America  will  be  the  ninth 
■lashville-area  health  care  company  to 
'0  public  in  the  past  year.  Collectively, 
hey  will  have  raised  about  $1.5 
lillion  in  equity  (table).  To  para- 
ihrase  Willie  Nelson:  "If  you've 
;ot  the  money,  honey,  they've 
;ot  the  stock." 

This  swelling  health  care 
land  got  its  start  as  a  duet  back 
II  1968.  That's  when  business- 
nan  Jack  C.  Massey  and  cardiol- 
ogist Thomas  F.  Frist  Sr.  came 
ip  with  the  notion  that  hospitals 
ould  be  run  as  profitably  as  a 
hain  of  Holiday  Inns.  Massey — 
resh  from  selling  his  Kentucky 
''ried  Chicken  chain — provided 
he  capital,  and  Frist  furnished 
he  contacts.  Their  Hospital 
^orp.  of  America  quickly 
pawned  a  Nashville  competitor, 
iospital  Affiliates  Inc.,  which  HCA 
)0ught  in  1981. 

Over  the  years,  many  HCA  executives 
eft  to  strike  out  on  their  own.  Others 
jot  their  start  when  HCA  sold  off  a 
ollection  of  ancillary  businesses.  All 
old,  more  than  20  companies  have 
)een  founded  by  veterans  of  HCA  and 
lospital  Affiliates.  These  include  Al- 
ied  Clinical  Labs,  which  went  public  in 
.990,  as  well  as  Quorum  Health  Group 


Inc.,  a  hospital-management  firm  that 
reached  the  public  market  in  1989. 

But  HCA  did  more  than  supply  the 
talent  for  a  growing  industry.  It  fur- 
nished the  pattern  for  success,  show- 
ing upstarts  how  to  profit  from  health 
care  and  offering  a  game  plan  for  at- 
tracting investors.  Early  in  his  career, 
remembers  National  Rehabilitation 
Centers  Inc.  Chairman  William  Youree, 
"I  was  like  a  little  kid  watching  the  big 


NASHVILLE'S  NEW  TUNE 


Initial  public  offerings  i 

Company                        Amount  raised 

Millions 

n  last  year 

Initial  price 
per  share 

Price  on 
Jan.  13 

HEALTHTRUST 

$560.0 

14 

21V4 

COVENTRY  CORP. 

43.5 

14V2 

14 

COMMUNITY  NEAITH  SYSTEMS 

33.6 

16 

241/8 

INFORUM 

22.0 

11 

161/2 

AMERICAN  HEALTHCORP 

20.0 

10 

203/4 

NATIONAL  REHABILITATION 
CENTERS 

15.6 

13 

163/4 

DIVERSICARE 

13.8 

12 1/4 

11% 

NATIONAL  MEDICAL  WASTE 

5.4 

7V2 

41/8 

DATA  COMPANY  REPORTS,  BRIDGE  INFORMATION  SYSTEMS  INC 


kids  play."  Now  44,  he  took  the  compa- 
ny public  last  year. 

Even  Nashville's  mayor,  Phil  Brede- 
sen,  is  a  health  care  entrepreneur.  Bre- 
desen  started  a  health-maintenance  or- 
ganization in  1980,  and  netted  $400 
million  for  a  small  group  of  investors 
when  he  sold  out.  A  year  later,  in  1986, 
he  started  building  another  HMO  pro- 
vider, Coventry  Corp.  Bredesen  took 
Coventry  public  last  year.  Since  his 


election  as  mayor,  a  full-time  position, 
he  has  stepped  down  as  chairman. 

Although  unexpected  losses  at  an  in- 
surance unit  have  battered  Coventry's 
stock  price,  most  of  the  Nashville  IPOs 
have  ridden  the  strong  market  to  big 
gains.  HealthTrust  Inc.'s  stock  is  up 
507  in  its  first  month  of  trading.  The 
company  was  created  in  1987,  when 
104  of  HCA's  smaller  hospitals  were 
spun  off.  Another  favorite  is  American 
Healthcorp,  whose  stock  has 
doubled  in  price  since  its  August 
IPO.  It  runs  diabetes  treatment 
centers. 

CASHING  IN.  Such  niche  plays 
are  the  rule  for  the  Nashville 
IPOS.  National  Rehabilitation 
Centers'  forte  is  workers-com- 
pensation cases.  Inforum  Inc. 
sells  hospital-management  soft- 
ware, while  Diversicare  Corp.  of 
America  is  a  nursing  home 
chain.  Medical  Waste  Systems 
operates  incinerators.  Communi- 
ty Health  Systems  runs  10  rural 
and  suburban  hospitals. 

Nashville  also  is  home  to  one 
of  the  hottest  health  care  stocks 
going,  Surgical  Care  Affiliates 
Inc.,  an  outpatient  surgical-center  oper- 
ator that  is  selling  at  a  stratospheric  87 
times  earnings.  Such  multiples  could 
mean  the  market  is  nearing  its  peak. 
PhyCor  Inc.,  an  operator  of  freestand- 
ing clinics,  and  Pinnacle  Care  Corp., 
which  has  nursing  homes  and  rehab 
centers,  both  recently  announced  plans 
to  go  public.  With  any  luck,  they'll 
cash  in  before  the  music  stops. 

Bi/  Li/da  Phillips  in  Nashrille 
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OUR  DISKS  ARE 
DRIVING  COMPUTERS  TO 
HIGHER  STANDARDS. 


Our 


newest  generation  of 
aisk  drives  is  rated  at  200, OOu 
hours  mean  time  between  failures.  That 

means  they  could 
ur  ^-^^         ^  very  well  outlast  your 

^  computer  system.  qD 

\^         We're  constantly  redefining 
^  reliability  to  stand  up  to  new 

hnologies.  And  survive  the  test  of  time,         This  is  why  leading 
puter  manufacturers  like  Tandem  depend  on  our  disk  drives  and 
storage  systems.  Why  MCI  comes  to  us  for  the  latest  fiber  optic 
amission  systems.  Why  Frito-Lay  counts  on  our  handheld  com- 
rs  to  keep  a  constant  count  on  their  inventory.  And  why  Sun 
'osystems  asked  us  to  help  develop  the  microprocessor  chip 
hnology  that  brought  mainframe  computing  to  desktops 
;ross  America.  (>D  And  one  reason  why  we've  become  the 
vorld's  second  largest  computer  maker  and  a  $21  billion 
company.  In  over  100  countries,  for  over  50  years,  we've 
made  a  name  by  building  quality  into  every  product 
we  make,  from  facsimiles  to  fiber  optic  transmis- 
sion systems.  Today,  you'll  find  those 
products  in  businesses  all  over 
America. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


hidustries 


DRUGS  I 


FOR  DRUGMAKERS,  THE  SKY'S 
NO  LONGER  THE  LIMIT  

Public  and  private  consumers  ai'e  smiting  to  balk  at  spii"aling  costs 


D 


■jg  companies  pay  artention  to 
-inda  M.  Rhodes.  A?  head  of 
Pennfvlvania's  Deparimeni  of 
Agruitr.  she  runs  a  S220  nullion-a-year 
program  lo  help  the  Keystone  State's 
elderly  pay  for  drugs — ^the  largest  such 
program  in  the  U.  S.  So,  when  Rhodes 
called  Brist-ol-Myers  Squibb  Co.  Chief 
Executive  Richard  L.  Gelb  last  fall,  he 
listened.  Rhodes  chastised  Gelb  for 
threatening  to  stay  out  of  her  program 
rather  than  absorb  the  12.5"^^  rebate  off 
wholesale  prices  that  a  new  Pennsylva- 
nia law  requires.  Gelb  relented  and 
signed  up  before  the  law  took  effect  on 
Jan.  1.  Soon,  "a  few  other  companies 
that  were  sitting  on  the  fence"  did  the 
same,  says  Rhodes. 

For  the  past  decade,  drugmakers  have 
raised  prices  with  impunir*'.  Then,  a  year 

ago,  a  new  federal  law  re-   

quired  them  to  give  12..5'~.  dis- 
counts to  state  medicaid  pro- 
grams for  the  poor.  Now,  the 
price  cuts  are  snowballing.  On 
Jan.  7,  Bristol-Myers  said  it 
would  give  similar  discounts 
to  agencies  such  as  the  1".  S. 
Public  Health  Service  and  to 
federally  funded  alcohol-  and 
drug-treatment  centers. 

It's  probably  an  effort  to 
forestall  tougher  regulation. 
But   Rhodes   says;  _ 
"V\  e   are  not 
satisfied."  She 
wants  t^'  index 
Pennsylvania's  re- 
bate so  that  prices 
can't  outfjace  inflation.  Adds 
an  aide  to  Senator  Daiid  Pr^^- 
or.  the  A.rkansas  Democrat 
who  chairs  the  Senate  Special 
Committee  on  Aging;  ""One 
company  has  come  forward 
and  said:  "We  can  discount.' 
V^'hy  can't  the  rest"?" 
•VERT  NEGATIVE.'  Sooner  or 
later  they  "cvill,  and  that  "w-ill 
htm  profits.  Drug  prices  rose 
lO''.-  last  year — ^three  times 
the  inflation  rate.  They're  al- 
ready rising  again  this  year 
and  may  boost  drugmakers' 
net  marrins  a  smide-en,  to  a 


hefty"  17''' .  The  modest  price  restraint  so 
far  has  left  earnings  untouched,  so  drug 
stocks  are  soaring.  But  that  can't  contiD- 
ue  indefirJtely.  Over  the  longer  term, 
price  .  rnt  "wfl]  be  "very  nega- 

tive" :  .  -Industry,  predicts  indepen- 
dent drug  analyst  Hemant  K.  Shah.  He 
adds  that  about  70"^^  of  the  industry's 
revenue  growth,  which  may  hit  20"^^  tliis 
year,  comes  from  price  increases. 

Drugmakers  say  they  need  high  re 
turns  to  pay  the  average  S230  million 
cost  of  developing  a  new  drug  wMle  also 
researching  treatments  for  complex  dis- 
eases such  as  .4.11)5  and  Alzheimer's. 
'"Tou  don't  want  to  kfll  the  goose  that 
lays  the  golden  egg,"  warns  Dr.  Charles 
A,  Sanders,  chief  executive  of  the  U.  S. 
arm  of  Britain's  Glaxo  Holdings  PLC, 

The  obvious  solution  for  drug  eompa- 


RAPIDLY  RISING  PRICES... 


■Bl  T. 


•B3  'M  '85    Be  B? 
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...ARE  PUTTING  DRUGMAKERS 
ON  THE  DEFENSIVE 

MSCOUNTIIIG  In  January,  Bristol-Myers  Squibb  Co.  started 
selling  drugs  to  the  federal  government  at  the  reduced  prices 
it  gives  state  medicaid  programs,  an  average  12.5%  under 
wholesale 

tNOEXCNG  NAerck  &  Co.,  Glaxo  Inc.  ,  and  Du  Pont  Merck 
Pharmoceutical  Co.  hove  ogreed  to  keep  average  of  drug 
price  increases  at  or  below  inflation 

DEEP  DtSCOUITTS  Many  companies  cut  prices  by  up  to  50% 
for  the  Veterans  Administration 

AID  TO  THE  INDIGENT  Glaxo  and  other  companies  make 
free  drugs  available  to  patients  not  covered  by  otfier  programs 
mt  imm  m  mm  statstiq  cdngkesidnu  mim  sgnna  w 


nies  is  to  restrain  prices  some,  but  not 
too  much.  They  disagree,  though,  over 
how  far  to  go.  Big  money  makers,  such 
as  Merck  &  Co.  and  Glaxo,  are  limiting 
average  price  hikes  to  the  increase  in 
inflation.  Others,  induding  Bristol-My- 
ers, have  balked  at  even  that  boundary. 
So,  Pryor  has  introduced  legislation  that 
wotild  curb  industry"  tax  breaks  if  prices 
rise  faster  than  the  rate  of  inflation.  The 
1:  ill's  chances  are  uncertain. 
SQUEEZE  PLAT.  As  it  is.  critics  contend 
that  the  companies  are  compensating  for 
deals  they  give  government  agendas 
by  raising  prices  for  everyone  else.  One 
example:  Government  buyers  of  a  100- 
pfll  bottle  of  the  Bristol-Myers  anti-anxi- 
ety drug  BuSpar  wiH  now  pay  $59.85. 
some  11.2'^c  less  than  last  year.  But 
wholesalers  "wiD  pay  S71,54,  up  4°i,  Bris- 
tol argues  that  it's  simply  charging  a 
fair  price  where  it  can.  But  nongoverr*- 
ment  buyers  are  anxious.  'It's  like 
sqtieezing  a  balloon,"  gripes  Myron  D. 
Winkehnan.  a  senior  vice-president  at 
ValueRx  Pharmacy  Program  Inc.,  a  divi- 
sion  of  Value  Health  Inc.  that  manages 
drug-benefit  programs  for  corporations 
such  as  Ford  Motor  Co,  "Squeeze 
[prices]  at  one  end,  and  they  pop  out 
somewhere  else." 
This  game  "crill  get  harder  to  play, 

  however.  Cut-rate  generic 

drugs  are  providing  a  lot 
more  competition  to  name 
brands.  And  new  drugs  do 
not  always  command  a 
huge  premium!.  For  in- 
stance, Merck's  Mevaeor,  a 
four-year-old  cholesterol- 
cutting  drug,  costs  i^tients 
about  ?700  for  a  year's  sup- 
ply. Then,  late  last  year. 
Bristol-Myers  came  out 
■with  cholesterol-fighter  Pra- 
vachol  and  priced  it  10^^ 
lower.  Now,  Merck  is  bring- 
ing out  Zocor,  a  new  choles- 
terol eater,  priced  to  match 
Bristol's  lower  rate. 

But  for  the  long  ran,  pohti- 
cal  presstires  "will  be  more 
onerous  than  competition. 
"X'nless  there  are  more  volun- 
tary changes.  I  believe  you 
"will  see  an  intensification  of 
government  regulation."  says 
Kurt  M.  Landgraf,  exeeative 
"vice-president  of  Du  Pont 
Merck  Pharmaeeutieal  Go„  a 
joint  venture  of  Du  Pont  and 
MercL  Iltimately,  that's  go- 
ing to  be  far  more  costly  for 
the  industTT,-  than  the  phone 
call  that  rattled  Bristol 

By  Joseph  Weber  ?r. 
Philadelphia 
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Let  The  Good  Times  Roll. 

It's  more  than  a  slogan  to  the 
folks  at  Kawasaki.  It's  a  philoso- 
phy. And  you  can  see  it  in  every- 
thing they  make  from  their  excit- 
ing, world-renowned  motorc>'cles 
to  their  industr>'-leading  Jet  Ski® 
personal  watercraft. 

What  you  don't  see  are  the 
computer  systems  behind  the 
company  that  keeps  the  good 
times  rolling. 

"CA  systems  software  helps 
keep  our  company  running 
smoothly  24  hours  a  day  7  days 
a  week''  says  Bob  Shepard,  EVP 
of  Information  Systems.  "It's 
helped  us  automate  our 
operations  and  cut  IS 
costs  significantly  while 
productivity  continues 
to  rise  year  after  year." 

To  achieve  these 
goals,  Kawasaki  deploys  a  broad 
range  of  systems  software  from 
CA  including  one  of  the  most 
comprehensive  and  effective 
security  software  programs  ever 
developed,  CA-TOP  SECRET^ 

"I  don't  have  time  to  deal  with 
30  different  software  companies 
that  each  offer  only  one  or  two 
pieces  of  the 


CA9()s 


CA's  Computing 
Archirecmre 

For  The  90s. 


i\-E  Vice  President  of 
•.^SAKi,  Bob  Shep.\rd, 

LSES  AD\-.A,XCED  CA  SYSTE.WS 

SOFTWARE  TO  AL  T0.\1.\TE 
OPERATIONS,  SL.-\SH  IS  COSTS 
AND  BOOST  PR0DUCT1V■IT^■. 


puzzle,  hs 
much  as  possi- 
ble, we  use  CA. 
Their  service 
and  support  is 
rock-solid,  their 
software  is 
great  and  it's  all 
backed  by  a  billion  dollar  compa- 
ny That's  what  I  like!' 

And  the  result  is  an  efficient, 
smooth-running  IS  operation? 

"Absolutely  Smooth  as  a 
Kawasaki  Ninja®  motorcycle 
carving  up  an  S  cur\'e." 

(Computer' 
/issociates 

Software  superior  by  design. 

S  Computer  Associates  International,  Inc.,  711  Stewart 
Avenue,  Garden  City,  1153CM787.  1-800-645-3003. 
All  trade  names  referenced  are  trademarks  or  registered 
•  ademarks  of  their  respective  companies. 
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ALMOST 
10%. 


»mpany  of  America 


The  Guardian's  1992 
individual  Life  Dividend 
Scale  continues  to  be  one  of 
the  highest  in  the  industry. 

The  Guardian's  1992  individual  life  dividend 
payout  of  $195  million  is  an  increase  of  almost 
10%  over  1991,  and  reflects  our  continuing 
commitment  to  fair  and  equitable  treatment  of 
all  our  policyholders.* 

We  are  proud  to  report  that  this  is  the  highest  total 
dividend  payout  in  The  Guardian's  history. 

It  should  be  noted  that  in  1991,  the  life  insurance 
industry  experienced  additional  federal  income 
taxes  and  lower  returns  on  mvestments.  As  with 
most  companies.  The  Guardian's  1992  dividend 
scale  reflects  these  factors.  Although  our  non- 
loaned  dividend  interest  rate  decreased  from 
10.50%  to  10.25%,  it  remains  one  of  the  highest 
in  the  industry.  Even  with  this  moderate  decrease 
in  our  1992  dividend  factors  due  to  slightly  lower 
interest  rates  and  higher  federal  taxes,  most 
Guardian  policyholders  will  receive  an  equal  or 
greater  dividend  payment  than  last  year. 

For  the  almost  375,000  Guardian  policyholders 
who  will  benefit,  this  represents  just  one  of 
the  many  intelligent  reasons  why  they  chose 
The  Guardian. 

The  Guardian's  Dividend  Record 
Is  Unbrolten. 

Our  1992  dividend  payment  is  the  123rd  consecutive 
in  The  Guardian's  history.  That's  continuity. 
Stability.  And  testimony  to  how  well  we  keep  our 
financial  house  in  order.  That  translates  to  real 
benefits  for  Guardian  policyholders.  Year  after 
year  after  year  after  year. 

Three  fAore  Reasons  Why 
The  Guardian  Is  The 
Intelligent  Choice. 

The  Guardian  is  one  of  only  a  handful  of  insurance 
companies  that  have  earned  the  highest  ratings 
possible  from  each  of  the  three  major  independent 
financial  rating  services.  AAA  from  Standard  & 
Poor's.  Aaa  from  Moody's.  A+  from  A.M.  Best. 

Find  out  more  about  the  financial  strength  of 
The  Guardian.  And  about  our  superior  products 
and  services  for  Life  Insurance,  Group  Insurance, 
Income  Protection,  Equity  Products,  or  Asset 
Management.*  * 

Call  1-800-662-1006. 


^  The  Guardian 

riic  Intelligent  ( llioice^ 

Since  1860 


■  Dividends  are  neillief  estimated  nor  guaranteed  and  may 
increase  or  decrease  each  year  to  reflect  changes  in 
investment  returns,  mortality,  expenses  and  taxes  Dividends 
may  also  be  affected  by  policy  loans 

'  Equity  products  are  offered  through  Guardian  Investor  Services 
Corpo.'ation*  a  wholly-ow/ned  subsidiary  of  The  Guardian  Lite 
Insurance  Company 

E)  1992  The  Guardian  Life  Insurance  Company  of  America 


developments  to  Watc 


ED  BY  FLEUR  TEMPLETON 


)GETHERNESS  IN  THE  REALM 
F  'VIRTUAL  REALITY' 


Entering  a  computer- 
generated  world 
known  as  virtual  reality 
(VR)  is  a  thrill.  Using 
goggles  and  gloves,  you 
can  explore  in  3-D  color 
and  manipulate  objects. 
But  there's  been  no  way 
to  share  the  experience. 

Now,  Japan's  NEC 
Corp.  has  designed  a 
prototype  that  brings  up 
to  five  people  together 
in  a  simulated  environ- 
ment— so  engineers  in 
:erent  places,  for  example,  could  work  on  a  common  design 
blem.  Instead  of  bulky  headgear  required  by  most  U.  S.  VR 
tems,  NEC  uses  goggles  that  convert  a  computer-screen 
ige  to  three  dimensions.  And  when  participants  wear  gloves 
;ed  to  workstations  in  a  high-speed  network,  their  hand 
tions  are  mirrored  by  hand-like  icons  on  the  screen, 
'runching  the  data  for  these  moving  images  strains  today's 
rkstations,  so  the  objects  are  just  crude  animations.  But 
hin  three  years,  NEC  predicts,  more  powerful  computers 
1  enable  teams  in  Europe,  America,  and  Japan  to  share 
rtual  workbenches"  to  design  cars  and  aircraft. 


IDIO  WAVES  THAT  COULD  BRING 
^RTH-SHAKING  NEWS 


Runaway  dogs.  Alignment  of  heavenly  bodies.  Rhymes  of 
LlGth  century  sage  Nostradamus.  These  are  the  only  warn- 
s  for  those  living  in  earthquake  zones.  But  now,  Stanford 
iversity  scientists  think  ultralow-frequency  radio  waves 
^ht  forecast  quakes. 

^he  ULF  phenomenon  was  discovered  accidentally,  when  re- 
.rchers  tracking  noise  interference  with  satellite  communi- 
ions  recorded  a  strong  ULF  wave  surge  in  the  days  before 
ifornia's  devastating  1989  quake.  The  research  instrument 
)pened  to  be  located  a  few  miles  from  the  quake's  epicenter, 
a  recent  American  Geophysical  Union  meeting  in  San  Fran- 
co, scientists  from  Greece,  China,  France,  and  Japan  report- 
similar  prequake  ULF  wave  spikes. 

^ut  it  will  be  some  time  before  an  alarm  is  developed.  Most 
thquake  research  funds  remain  in  traditional  seismic  proj- 
s  monitoring  landmass  motion.  And  even  scientists  who  are 
imistic  about  ULF's  potential  are  unsure  about  basic  facts: 
one  knows  what  sets  off  these  signals,  how  to  interpret 
m — or  whether  ULF  monitors  should  be  buried  or  placed  in 
ellites. 


CD  PLAYER 

ITH  ELECTRONIC  SHOCK  ABSORBERS 


'rouble  is,  portable  compact-disk  players  aren't  very  porta- 
ble. You  can  carry  them  from  place  to  place,  but  you  can't 
.lly  listen  to  them  on  the  go.  That's  because  every  little 
lip  becomes  an  audible  skip,  as  the  CD  player's  laser  pickup 
inces  off  the  track. 

5anyo  Corp.  has  a  solution.  It  is  equipping  its  top-of-the-line 


Fisher  portable  with  an  electronic  antishock  scheme.  Instead 
of  mechanical  shock  absorbers,  the  system  spins  the  disk  twice 
as  fast  and  stores  almost  four  seconds  worth  of  music  data  in 
a  4-megabyte  memory  before  converting  it  to  sound.  That 
way,  when  the  laser  beam  mistracks,  it  has  time  to  go  back 
and  reread  the  skipped  part  in  the  memory.  But  uninterrupted 
listening  does  not  come  cheap.  When  it's  available  in  April,  the 
Fisher  PCD7  will  sell  for  around  $400. 


AIDS:  WHITE  CELLS  ALONE 

CAN  BOLSTER  IMMUNE  RESPONSE 


A few  months  ago,  British  scientists  reported  a  startling 
find  in  AIDS  research.  In  an  experiment  on  monkeys  at 
the  National  Institute  for  Biological  Standards  &  Control  in 
Hertfordshire,  they  gave  a  test  group  a  vaccine  made  from 
inactivated  viruses  grown  inside  white  blood  cells.  As  re- 
searchers hoped,  the  virus  stimulated  an  immune  response  in 
three  of  the  four  animals.  A  control  group  got  only  white 
blood  cells.  But  to  everyone's  surprise,  two  of  the  four  unvac- 
cinated  animals  were  also  able  to  ward  off  infection  by  the 
simian  equivalent  of  the  AIDS  virus. 

Because  the  results  were  so  preliminary,  other  scientists 
were  skeptical.  Now  comes  new  evidence:  In  the  Jan.  17  issue 
of  Science,  researchers  at  Duke  University  reported  that  mon- 
keys exposed  to  preparations  containing  white  blood  cells 
showed  a  strong  immune  system  response. 

These  experiments  raise  questions  about  how  antibodies 
against  wliite  blood  cells  can  fight  the  virus — and  cast  doubt 
on  current  human  vaccine  strategies,  which  only  administer 
portions  of  the  virus  itself.  And  they  lend  credence  to  a  contro- 
versial theory  that  the  AIDS  virus  may  do  its  deadliest  work  by 
causing  immune  cells  to  attack  themselves.  "But  it's  not  all 
bad  news,"  says  Duke's  Dani  P.  Bolognesi.  He  suggests  more 
powerful  vaccines  could  be  created  by  combining  parts  of  the 
virus  with  key  proteins  from  white  blood  cells. 


SMART  MATERIALS 

MAY  MAKE  FOR  A  SMOOTHER  RIDE 


irds  and  fish  easily 
'  manage  to  control 
pitch  and  roll  from  wind 
and  waves.  Researchers 
hope  to  use  "smart"  pi- 
ezoelectric materials  to 
build  ships  and  planes 
that  would  mimic  the 
way  these  creatures 
move.  The  ceramic  mate- 
rials contract  and  ex- 
pand in  response  to  elec- 
tric current. 

To  demonstrate  how 
piezoelectric  materials 
could  aid  marine  propulsion.  University  of  Kansas  aerospace 
researcher  Ron  Barrett  has  built  a  9-inch-long  boat,  controlled 
by  a  large  tail  that  propels  it  up  to  speeds  of  0.6  knots. 
Attached  in  a  spiral  pattern  to  a  fiberglass  strip,  the  smart 
materials,  sensitive  to  electric  current,  bend  and  twist  the  tail 
like  a  fish.  Barrett  describes  it  as  "a  feeble  imitation  of  what 
Mother  Nature  does  with  nerves  and  muscles."  Researchers 
say  the  same  piezoelectric  system  could  be  used  in  airplane 
wings  and  helicopter  blades  to  reduce  turbulence  or  in  smart 
structural  beams  that  would  respond  to  wind  gusts  or  earth- 
quakes. 


CE  &  TECHNOLOGY 
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When  you  own  a  business, 
it  shouldn't  own  you. 
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Its  a  trade-off.  You  thought  being  the  boss 
would  mean  more  freedom.  Now  the  company's 
vour  ow  n.  but  ?udden]v  vour  time  isn  t.  I  he  IBM 
PS/l™  is  designed  to  help  vou  change  that.  It  comes 
with  software  for  word  processing,  spreadsheets 
and  database  management.  And  it  runs  other  pop- 
ular software  for  payroll,  inyentory.  accounting  and 
more.  Some  models  eyen  haye  386  SX  power  and 
Microsoft  "  \^  indows™  built  in. 

The  PS/1  is  expandable,  to  grow  w  ith  your 
business.  \nd  it'll  grow  on  you.  wlicn  you  see 
how  easy  it  is  to  set  up  and  use.  Not  to  mention 
prices  that  start  at  $999*  Best  of  all.  it  comes  w  ith 
the  >eryi(  f  and  support  you  can  expect  only 
Irom  IBM.  So  you  11  haye  time  to  concentrate  on 
more  important  things.  For  a  store  near  you. 


PS/1„.,„  1  800  IBM-3377. 
Because  you  dont  just  have  a  job.^u  have  a  life. 


■Prices  may  change  Retail  prices  may  vary  Subject  to  availability  IBM  is  a  — 

registered  trademark  and  PS/1  a  trademark  of  International  Business  Machines  _      _    _  mmm^ 

Corporation  Microsoft  is  a  registered  trademark  and  Window/s  a  trademark  of  "  ^^"H" 

Microsoft  Corporation  (&  1991  IBM  Corp  ~      •    b>  _ 
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MARKETS  &  INVESTMENTS! 


POOF!  WALL  STREET'S 
SORCERERS  LOSE  THEIR  IHAGIC 


For  the  stock-picking  elite,  the  gambits  of  the  '80s  work  no  more 


The  surest  way  to  start  a  brawl  on 
Wall  Street  is  to  say  that  the  aver- 
■dge  money  manager  can  be  re- 
placed— by  a  computer.  That  brickbat 
draws  blood  for  a  good  reason:  It's  true. 
Over  the  years,  portfolio  managers  have 
been  notorious  for  falling  behind  the 
market  indexes.  The  only  exceptions 
have  been  a  handful  of  stock-picking  vir- 
tuosos— "market  wizards" — who  rode 
the  Eighties  bull  market  to  ever-greater 
riches.  Superstar  stock-pickers  such  as 
Warren  Buffett,  Mario  Gabelli,  Michael 
Price,  and  John  Neff,  and  futures  guru 
Paul  Tudor  Jones,  have  long  frustrated 


cash  to  the  Street's  most  prominent 
brains,  in  the  hope  that  genius  would 
triumph,  found  their  managers'  muse 
has  gone  astray.  Gabelli,  a  master  at 
picking  undervalued  takeover  candi- 
dates, saw  his  portfolios  rise  as  little  as 
15%.  Price,  the  troubled-company  aficio- 
nado, had  a  vexing  time  himself,  as  his 
flagship  Mutual  Shares  fund  gained  a 
mere  21'/.  And  he  began  '92  on  a  sour 
note,  as  his  huge  stake  in  R.  H.  Macy 
Co.  bonds  and  preferred  stock  withered 
in  value  (page  28).  Windsor  fund,  run  by 
Neff,  also  underperformed  the  indexes. 
Small-stock  maven  Charles  Rovce,  com- 


Berkshire  Hathaway  shares  by  35.57©  in 
1991,  its  portfolio  increased  by  only  28%. 
"Look  at  [Berkshire  Hathaway  holdings] 
USAir,  Champion  International,  and  Salo- 
mon Brothers.  I  think  you  have  to  at 
least  raise  the  question  of  whether 
[Buffett]  is  a  consistent  genius  in  this 
stock  market,"  says  Burton  G.  Malkiel, 
an  economics  professor  at  Princeton 
University  whose  1973 
treatise  on  the  un- 
predictable nature 
of  stock  market  be- 
havior, A  Random 
Walk  Down  Wall 


proponents  of  the  "efficient  markets" 
theory — which  holds  that  trying  to  beat 
the  market  is  an  exercise  in  futility, 
since  all  public  information  is  already 
reflected  in  stock  prices. 

Well,  it's  the  plain-vanilla  money  man- 
agers who  are  riding  high  nowadays — 
and  the  geniuses,  it  seems,  who  can  be 
profitably  replaced  by  microprocessors. 
In  the  year  just  ended,  the  faceless 
hordes  of  mutual-fund  managers  beat 
the  30.57  total  return  of  the  Standard  & 
Poor's  500-stock  index  by  nearly  five 
percentage  points.  Scores  of  aggressive- 
grnwth  fund  managers  racked  up  gains 
av'  i-aging  46'';  .  Meanwhile,  the  thou- 
sand'; of  investors  who  entrusted  their 


modifies  star  Jones — the  list  of  familiar- 
sounding  laggards  is  long. 

Even  Warren  Buffett,  the  legendary 
investor  and  chairman  of  Berkshire 
Hathaway  Inc.,  seems  to  have  lost  his 
magic  touch.  Although  investors  bid  up 


Street,  is  the  bible  of  efficient-markets 
theorists. 

Has  the  "random  walk"  finally 
caught  up  with — and  trampled — 
Wall  Street's  superstars?  Perhaps. 
But  there  are  equally  compelling 
reasons  for  the  hard  times  that  have 
befallen  these  investment  luminaries. 

One  explanation  can  be  summed  up 
simply:  style.  Styles  come  and  go  on 
Wall  Street,  and  right  now  the  main 
style  of  stock  market  wizards  is  out  of 
favor.  Most  are  value  investors,  seeking 
companies  whose  intrinsic  value  is  far 
more  than  is  stated  on  their  balance 
sheets.  Value  investing  has  languished 
since  the  takeover  boom  faltered  in  the 


74  BUSINESS  WEEK/JANUARY  27,  1992 


FINANCE 


,e  iy8Us.  The  past  year  was  particular- 
dismal,  as  market  leadership  was 
ized  by  small-capitalization  growth 
)cks.  Earnings  momentum — not  valua- 
n — has  been  paramount.  "It's  been  a 
lely  existence,"  laments  %)yce,  man- 
er  of  Pennsylvania  Mutual  fund,  a 
ominent  value-oriented  small-cap  fund 
lose  1991  gain  was  31.8'/^— -25  points 
low  the  56.59'  gain  in  N.\sr).\Q-traded 
er-the-counter  stocks. 
Another  reason  for  the  stars'  troubles 
size.  Name  investors  such  as  Royce 
s,  to  some  extent,  victims  of  their  own 
ccess.  As  funds  grow  in  size,  it  takes 
er-larger  investments  to  affect  portfo- 
performance.  "When  I  look  for  a  val- 
manager,  I  look  for  ones  that  are 
der  $1  billion,"  says  Harry  Strunk,  a 
arida  money-management  consultant. 
>UGH  TIME.  Size  can  be  even  more  trou- 
:>some  for  traders  in  futures  and  op- 
ins.  Take  star  futures  trader  Paul  Tu- 
r  Jones.  His  holdings  climbed  1767^  in 
87,  when  he  ran  $158  million  in  client 
sh.  By  1991  his  holdings  were  $870 
llion.  And  in  that  year,  when  all  com- 
)dities  funds  had  a 
agh  time,  his  inves- 
rs  saw  gains  of  just 
.9%  through  Nov.  30, 
e  most  recent  period 


Buffett's  smaller  deals  of 
the  70s  would  return  their 
Investment  30  times  over. 
By  contrast,  his  $290  million 
stake  in  Wells  Fargo  hasn't 
budged  in  14  months 


when  people  get  $10  billion."  (In  fact. 
Fidelity's  $17  billion  Magellan  fund,  run 
by  little-known  money  manager  Morris 
Smith,  gained  41%'  in  1991  by  concentrat- 
ing on  fast-growing  companies.) 

Probably  no  investment  wizard  has 
been  more  sorely  tried  in  recent  months 
than  Buffett.  The  Omaha-based  investor 
devotes  much  of  his  energies  nowadays 
to  personally  managing  Berkshire's 
most  vexing  investment,  troubled 
bond-trading  giant  Salomon 
Brothers  Inc.  Like  most  of  his 
other  large  investments  in  recent 
years,  Buffett's  Salo- 


home  runs.  He  put  only  about  $10  mil- 
lion into  Washington  Post  Co.  in  1973 
and  $45  million  in  GEICO  in  1977,  and  saw 
returns  of  34  times  his  original  invest- 
ment for  the  Post  and  29  times  for 
GEICO,  excluding  dividends.  By  contrast, 
his  smallest  equity  investment  since 
1986  was  his  risky,  $290  million  foray 
into  Wells  Fargo  &  Co.  in  1990,  which  is 
now  worth  no  more  than  what  he  paid 
for  it  14  months  ago.  "He  doesn't  want 
to  invest  $50  million  or  $100  million  be- 
cause it's  not  going  to  make  any  differ- 
ence to  his  portfolio,"  says  Michael 
Lamb,  president  of  Wealth  Monitoys,  an 
investment  advisory  firm. 
ON  THE  REBOUND?  Buffett's  Concentra- 
tion on  a  handful  of  companies  makes 
his  prospects  chancier  than  those  of  fel- 
low value-hunters  Neff,  Price,  and  Ga- 
belli,  who  are  widely  diversified.  Over 
the  years,  growth  and  value  styles  have 
each  tended  to  dominate  the  roster  of 
top  funds  half  the  time,  notes  Bob  Mose- 


Even  though  Neff's 
Windsor  mutual  fund 
was  heavily  invested 
in  well-performing 
financial  services 
stocks,  the  fund 
was  still  a  laggard 


28.6% 


r  which  figures  are  available.  A 
nes  associate  says  the  firm  seeks 
%  returns  and  concedes  that  the  asset 
plosion  "makes  it  difficult  to  achieve 
e  rates  of  return  we  might  want." 
In  size  as  well  as  prestige,  the  grand- 
,ddy  of  the  wizards'  investment  vehi- 
is  is  Buffett's  Berkshire  Hathaway, 
ith  $12.7  billion  in  assets  at  last  count, 
e  company  has  grown  unwieldy.  "Size 
a  certain  point  gets  to  be  an  anchor, 
lich  drags  you  down.  We  always  knew 
at  it  would,"  says  Charles  T.  Hunger, 
Buffett  confidant  who  is  president  of 
?rkshire  Hathaway.  "You  get  $10  bil- 
m  in  marketable  securities,  and  show 
e  the  unbelievable  compound  rates 


mon  stake  was  not 
*  common  stock  but  convert- 

ible preferred,  which  can  be 
changed  into  common  at  a  specified 
price  and  pays  a  rate  of  interest  mean- 
while. One  way  of  valuing  the  preferred 
is  this:  If  Buffett  were  to  convert  all  of 
his  preferred  shares  today,  he  would 
lose  ?A7o  of  their  $1.56  billion  cost.  That's 
a  theoretical  loss  of  $458  million  on  the 
Salomon,  USAir,  Champion,  and  Ameri- 
can Express  issues.  The  only  preferred 
investment  that  proved  worth  convert- 
ing into  common  was  his  $600  million 
stake  in  Gillette. 

Buffett  was  not  a  megabucks  investor 
when  he  hit  most  of  his  investment 


son,  president  of  Perforniunce  Analytics, 
a  Chicago  pension  fund  consultant. 
Based  on  historical  trends,  Moseson 
reckons  that  the  turning  point  has  been 
reached — and  he  plans  to  put  his  clients' 
money  into  value  funds. 

Neff,  for  one,  doesn't  much  care  for 
the  term  "value."  "The  media  and  mar- 
ket seem  to  draw  the  line  between 
growth  and  value  stocks,"  he  says.  "It's 
a  little  hard  to  generalize."  At  a  time 
when  indexes  and  no-name  investors 
have  taken  over  center  stage,  perhaps 
the  same  thing  can  be  said  for  another 
label — "market  wizard." 

By  Gary  Weiss  in  New  York  and  David 
Greising  in  Chicago 
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PRESIDENT  NADA:  BY  THE  END  OF  '92,  FCM  WILL  BE  ONE  OF  THE  STREET'S  TOP  lO  BROKERS 


THIS  LITTLE  BROKER  WENT 
TO  MARKET— AND  GOT  BIG 


Fidelity's  low-cost  trader  is  stealing  thunder  from  Street  stalwaits 


Of  Wall  Street's  thousands  of  big 
customers,  there's  no  bigger 
sugar  daddy  than  Fidelity  In- 
vestments, the  huge  mutual-fund  com- 
plex with  $156  billion  under  manage- 
ment. In  1991,  the  company  paid  the 
Street  about  $150  million  in  stock  bro- 
kerage commissions  alone. 

The  Street's  once  warm  feelings  about 
Fidelity,  though,  are  becoming  more  am- 
bivalent, for  the  fund  manager  is  behav- 
ing less  like  a  customer  and  more  like  a 
competitor.  For  over  a  decade,  Fidelity 
has  operated  a  highly  successful  dis- 
count brokerage  unit  catering  to  retail 
customers  that  is  now  second  only  to 
Charles  Schwab  &  Co.  It  also  operates 
National  Financial  Services  Corp.,  a  ma- 
jor Wall  Street  back-office  concern, 
which  clears  trades  for  180  brokerage 
houses. 

Now,  Fidelity  is  aggressively  target- 
ing one  of  the  Street's  core  businesses: 
being  a  broker  for  large  institutional  in- 
vestors. In  the  past  two  years.  Fidelity 
Capital  Markets  Co.,  operating  from  a 
small  office  two  blocks  from  Fidelity's 
base  in  Boston,  has  expanded  its  share 
of  trading  on  the  New  York  Stock  Ex- 


change, the  American  Stock  Exchange, 
and  the  regional  exchanges  from  under 
Va  to  2.5'A  .  Its  customers  include  Bank- 
ers Trust  and  Cigna  Insurance. 

Although  it  is  small  compared  with 
Merrill  Lynch  &  Co.'s  lO.&/(  market 
share,  FCM  President  Sherif  A.  Nada 
says  it  will  be  one  of  the  Street's  10- 
largest  brokers  by  the  end  of  1992.  FCM 
does  in-house  trading  for  Fidelity's  retail 
brokerage,  earns  commissions  from  Fi- 
delity mutual  funds,  and  does  business 
for  other  institutions.  "If  we  are  going 
to  be  a  very  good  and  very  large  finan- 
cial services  company,"  Nada  says, 
"we've  got  to  be  big  in  brokerage." 

Fidelity  is  working  to 
wrest  maximum  syner- 
gy from  its  securities 
activities.  National  Fi- 
nancial, for  instance, 
clears  all  of  fcm's 
trades  and  helps  recruit 
customers.  "We  see  the 
collective  leverage  of  all 
our  brokerage  compa- 
nies working  together 
as  one  of  our  major 
growth  opportunities  in 
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FIDELITY:  A  BOOMLET 
IN  BROKERAGE 
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the  '90s,"  says  Gordon  R.  Watson,  a  for- 
mer Merrill  Lynch  managing  director 
whom  Fidelity  named  as  president  of  a 
new  unit  which  oversees  the  retail,  insti- 
tutional, and  back-office  operations. 

Taking  on  Wall  Street  is  only  part  of 
Fidelity's  diversification  plans.  "Ned" 
•hihnson  III,  the  company's  venturesome 
iiwner  and  chief  executive,  recently 
liought  a  chain  of  art  galleries.  He  also 
•  iwns  a  limousine  service  and  a  head- 
I Hinting  firm.  On  Feb.  3,  Fidelity  will 
launch  Worth  magazine,  aimed  at  indi- 
vidual investors. 

TINY  DESK.  To  run  the  institutional  bro- 
kerage operation,  FCM  hired  several  Wall 
Sti'eet  pros.  Nada,  a  former  Salomon 
lirothers  Inc.  managing  director,  signed 
I  in  in  1989,  and  quickly  acquired  New- 
liard,  Cook  &  Co.,  a  California  institu- 
tional brokerage  firm  that  specialized  in 
"soft  dollars" — a  system  where  custom- 
ers receive  trading-commission  credits 
from  their  brokers  that  they  can  use  to 
buy  a  range  of  investment-related  ser- 
vices such  as  research  reports  and  Quo- 
tron  machines.  Nada  then  hired  top  Mer- 
rill Lynch  soft-dollar  specialist  Richard 
E.  Cusic. 

One  of  FMC's  key  strategies  is  to  capi- 
talize on  one  of  Wall  Street's  biggest 
vulnerabilities:  proprietary  trading.  Most 
major  brokers  trade  for  their  own  ac- 
counts at  the  same  time  they  handle  cus- 
tomer orders.  Many  big  customers  wor- 
ry that  firms  put  their  own  interests 
ahead  of  their  customers'  by,  for  exam- 
ple, unloading  their  own  position  in  a 
deteriorating  situation  before  selling  out 
customers'  positions.  While  it  handles 
trades  for  Fidelity's  funds,  FCM  itself 
does  not  trade  for  its  own  account, 
which  Nada  says  is  a  big  competitive 
advantage.  "There's  a  lot  of  resentment 
and  distrust  about  proprietary  trading, 
and  we're  giving  investors  an  alterna- 
tive," he  says. 

FCM  is  open  to  criticism  that  it  has  its 
own  interest  conflicts.  Scott  Black,  man- 
ager of  the  Delphi  Group,  which  invests 
$700  million  for  large  institutions,  won't 
trade  through  FCM  because  he  considers 
Fidelity  a  direct  money-management  ri- 
val. "Why  should  I  disclose  my  order 
flow  to  a  competitor?"  he  says. 

Yet  many  other  cus- 
tomers find  FCM's  trad- 
ing practices  "a  big 
plus,"  says  James  J. 
Mangan,  the  head  trad- 
er at  Citibank's  Private 
Bank.  Mangan,  whose 
unit  manages  $27  billion 
in  assets,  says  he  gives 
FCM  many  large  orders 
that  might  have  other- 
wise gone  to  the  Street. 
Another    key  FCM 
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raU't^y  is  similar  Lo  lhal  of  ils  retail 
^okerajje  unit:  low  costs.  All  of  FCM's 
[uity  business  is  handled  by  a  15-per- 
)n  trading  desk,  which  pales  compared 
ith  the  football-field-size  trading  floors 
■  some  New  York  firms.  While  most 
ew  York  brokers  offer  institutional 
istomers  the  services  of  high-paid 
:ock  analysts  and  economists,  FCM  has 
3  analysts,  economists,  or  commission 
'okers.  "Not  having  to  pay  for  a  re- 
!arch  staff  automatically  gives  [Fideli- 
']  much  higher  margins,"  says  John 
eefe,  an  analyst  for  Lipper  Analytical 
scarifies  Corp. 

Although  Fidelity  is  taking  on  Wall 
treet,  it  is  being  careful  not  to  burn  its 
;'idges.  Street  firms  are  a  valuable 
)urce  of  research  for  Fidelity  fund 
lanagers.  And  they  need  the  Street  to 
cecute  their  most  difficult  trades,  says 
obert  H.  Morrison,  head  trader  for  Fi- 
ility's  funds,  because  unlike  FCM,  many 
vestment  firms  are  willing  to  put  up 
leir  own  capital  to  facilitate  such 
ades. 

WESTERN  FRONTIER.  Rivals  insist  that  de- 
)ite  its  rapid  growth,  FCM  will  never  be 
jry  profitable.  Institutional  brokerage 
a  low-margin  business  that  is  a  loss 
ader  for  many  firms.  Even  the  soft- 
jllar  niche  market  that  Fidelity  has  tar- 
sted,  which  makes  up  22%  of  the  entire 
istitutional  commission  business,  is 
/ercrowded.  "There  are  too  many  com- 
mies competing  in  the  business,  and 
le  margins  just  aren't  there,"  says  Les- 
3  C.  Quick  Jr.,  chairman  of  Quick  & 
eilly  Inc.,  a  large  retail  brokerage  dis- 
)unter. 

Although  they  don't  disclose  profits, 
idelity  executives  insist  their  low-cost 
zategy  lets  them  make  money  on  busi- 
3ss  that  is  unprofitable  to  others.  The 
rm,  indeed,  is  expanding  its  securities 
:tivities.  To  beef  up  its  retail  brokerage 
nit.  Fidelity  plans  to  open  10  new  inves- 
)r  centers  this  year,  from  Kansas  City 
)  Honolulu.  It  also  recently  started  a 
and-trading  operation  that  focuses  on 
n  overlooked  niche:  corporate  investors 
ho  regularly  trade  $1  million  to  $3  mil- 
an  worth  of  bonds.  While  Fidelity  has 
0  plans  to  underwrite  corporate  securi- 
es,  it  has  applied  to  the  Securities  & 
xchange  Commission  for  permission  to 
nderwrite  municipal  bonds  and  has 
pened  a  California  branch  to  handle 
ond  issues  by  West  Coast  cities  and 
)wns. 

While  Wall  Streeters  view  all  of  this 
arily,  it's  unlikely  they  will  retaliate 
ny  time  soon.  Says  one  competitor:  "Fi- 
elity  is  such  a  big  account  to  every  firm 
n  the  Street,  no  one  wants  to  piss  them 
ff."  For  Wall  Street's  biggest  sugar 
addy,  it's  almost  like  stealing  candy 
'om  a  baby. 

By  Geoffrey  Smith  in  Boston,  with  Leah 
'athans  Spiro  in  New  York 
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LLOYD  RUBIN:  WANTED, 
ESPECIALLY  ALIVE 


The  flimflam  man  may  have  filched  millions,  then  died — or  did  he? 


Lloyd  S.  Rubin 's  life  reads  like  a  Gra- 
ham Greene  short  story.  The  scene  is 
the  steamy,  corrupt  Pa  nama  of  Gener- 
al Manuel  Noriega.  One  day  in  the 
mid-1980s,  Rubin,  a  portly  American 
in  his  50s,  steps  off  a  plane.  In  no  time, 
he  is  ensconced  in  opulent  offices,  com- 
plete with  an  imitation  jungle  brook. 
He  proceeds  to  filch  millions  from  vis- 
iting countrymen,  despite  repeated 
complaints  to  the  U.  S.  embassy.  He 
tools  around  in  a  wine-colored  Jaguar. 
Even  after  Noriega  falls,  Rubin  contin- 
ues to  con  with  impunity.  He  seems 
untouchable . . .  but  is  he? 

In  June,  1991,  Rubin  travels  to  Thai- 
land with  his  new  Panamanian  wife, 
Rachell  Constante.  They  drive  to  a 
dusty  village,  where  Lloyd  is  admitted 
to  a  drug  rehabilitation  center  run  by 
Buddhist  monks.  Constante  returns  to 
Panama  alone.  Some  weeks  later,  a 
New  York  judge  hearing  a  fraud  case 
against  Rubin  gets  a  Thai  death  certifi- 
cate in  the  mail.  It  states  that  Rubin 


died  on  July  26  at  the  rehab  center  and 
was  cremated.  As  translated,  the  cause 
of  death  is  listed  as  "complica  tion  dis- 
ease, uiihealthy."  He  was  60. 

Lloyd  Rubin  apparently  was  no  more 
than  a  bit  player  in  Manuel  Norie- 
ga's vast  and  various  schemes.  But 
within  his  own  little  niche  of  the  finan- 
cial underworld,  Rubin  was  a  legend. 
What  Ivan  Boesky  was  to  insider  trad- 
ing, Rubin  allegedly  was — and  probably 
still  is — to  the  advance-fee  loan  scheme, 
in  which  cash  fees  are  extracted  from 
the  gullible  in  exchange  for  loans  prom- 
ised but  never  made. 

In  most  Greene-like  fashion,  Rubin's 
mysterious  demise  is  not  the  end  of  his 
story  but  the  beginning.  Six  months  af- 
ter the  Bronx-born  expatriate  vanished, 
the  U.  S.  State  Dept.  is  still  refusing 
to  certify  his  death.  The  Thai  police 
are  investigating,  as  is  the  FBI's  Hong 
Kong  office.  "Either  he  is  not  dead,  or 
he  did  not  die  in  the  circumstances  de- 


Rubin's  death 
certificate  from 
Thailand  states 
that  he  died  on 
July  26  at  a  drug 
rehab  center  and 
was  cremated 
there.  But  the 
circumstances 
seem  fishy,  and 
the  U.  S.  State 
Dept.  still  won't 
certify  his  death 
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Next  time  you  consider  buy 
ing  a  computer  system,  a  net-l 
work,  or  application  software 
ask  the  company  selling  it 
to  you  exactly  what  3'oui 
options  are  for  the  future. 

Can  it  be  integrated; 
with  your  existing  systems?  Is 
it  compatible  with  the  indus 
try  standards  necessary  tc 
insulate  applications  from 
the  differences  between  man 
ufacturers?  Does  it  leave  youj 
the  ability  to  adopt  new 
products  and  technologies? 

Because  chances  are] 
that  even  it  a  firm  claims  itsj 
products  and  systems  are 
open,  implying  they're  sup- 
posed to  work  with  systems! 
made  by  other  companies,  it 
doesn't  mean  they'll  work 
the  way  you'd  like  them  to 

An  unfortunate  fact  that 
could  leave  you  little  choice 
but  to  stick  with  the  company 
that  stuck  you  in  the  first  place 

That  is  unless  you  con- 
sider Digital's  definition  of 
freedom  of  choice. 

We  believe  there  should 
be  no  limits  to  your  freedom. 
That  you  should  have  vendor 
independence.  Application  in- 
teroperability and  portability. 
And  the  power  to  use  the  best 
technologies  from  whichever 
companies  offer  them  with 
out  changing  the  way  in  which 


©  DIGITAL  EQUIPMENT  CORPORATION  Wl  THE  DIGITAL  LOGO  IS  A  TRADEMARK  Of  DIGITAL  EQUIPMENT  CORPORATION.  IBM  IS  A  REGISTERED  TRADEMARK  OF  INT6R: 
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you  already  do  business. 

Our  conviction  has  be-1 
come  evident  \n  every  th  mg  we 
do.  In  our  approach  to  tech- 
nology', services  and  solutions. 

The  ultimate  expression 
of  that  Freedom  is  Network 
Application  Support  (NAS), 
a  comprehensive  implemen- 
tation of  standards  for  inte- 
grating applications  across  all 
your  differer't  networked  sys- 
tems. With  J  •JAS,  applications 
become  impervious  to  the  dif- 
ferences between  operating 
systems.  Whether  those  oper- 
ating systems  drive  prod- 
ucts from  us,  IB.W  \  Hewlett- 
Packard  ,  Sun'  ,  Compac(', 
-Apple    or  others. 

But  our  conviction  is  also 
atlirmed  in  our  commitment 
to  consult  with  you  on  the 
planning,  design,  implemen- 
tation and  management  of 
your  applications  and  com- 
puter systems.  Evident  in  an 
extensive  ollering  ol  multi- 
vendor  support  and  service 
options  that  go  so  lai  as  to 
let  you  outsource  your  entire 
intormation  system  to  us. 

So  if  you're  considering 
new  solutions,  you  just 
might  want  to  talk  to  us. 
Because  when  you  want 
ireedom  to  choose.  Digital 
IS  your  very 
best  choice. 
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scribed,"  says  an  American  diplomat. 

Those  circumstances  are  fishy  indeed. 
W.  0.  Krittayaporn  Thamarom,  tiie  Thai 
police  officer  who  signed  Rubin's  death 
certificate,  recently  told  a  BUSINESS 
WEEK  reporter  that  he  never  saw  the 
body.  And  the  monk  in  charge  of  the 
crematorium  at  the  Thramkrabog  Reha- 
bilitation Center  insists  that  no  foreigner 
has  been  cremated  there  since  1990.  Ru- 
bin had  been  staying  with  Kuang 
Haeng,  a  monk  who  supposedly  cremat- 
ed him.  Haeng  declined  to  answer  ques- 
tions about  Rubin. 

People  do  die  at  Thramkrabog,  a  well- 
regarded  facility  that  specializes  in  cold- 
turkey  treatment  of  narcotic  addicts 
and  draws  some  2,000  patients  annu- 
ally, including  a  fair  number  of 
Westerners.  Typically,  treatment  be- 
gins with  a  religious  ceremony,  fol- 
lowed by  repeated  doses  of  a  medi- 
cine that  induces  violent  vomiting.  In 
his  application,  Rubin  said  he  had 
come  to  kick  a  38-year  tobacco-smok- 
ing habit.  Asked  the  reasons  for  his 
addiction,  Rubin  wrote  "business 
pressures  and  problems." 

While  it  appears  quite  likely  that 
Rubin  faked  his  death,  exactly  what 
prompted  him  to  disappear  is  un- 
clear. For  an  advance-fee  scammer, 
this  is  a  great  time  to  be  alive.  The 
combination  of  recession  and  credit 
crunch  has  loosed  an  advance-fee 
epidemic  in  America.  In  1991,  many 
Better  Business  Bureaus  around  the 
country  report  getting  more  com- 
plaints about  phony  loan  come-ons 
than  anything  else. 

On  the  other  hand,  Rubin  did  not 
lack  for  enemies.  The  FBI  has  been  on 
his  trail  for  years.  And  whether  Rubin  is 
dead  or  alive,  scores  of  his  embittered 
former  "clients"  are  eager  to  get  their 
hands  on  his  estimated  $20  million  in 
assets.  Two  dozen  companies  have 
lodged  complaints  against  Rubin  with 
the  r.  S.  embassy  in  Panama. 
BRAVADO.  Besicorp  Group,  a  U.  S.  solar- 
energy  company,  is  pressing  ahead  with 
a  $135  million  securities-fraud  suit  in 
U.  S.  District  Court  in  New  York.  In 
1985,  Besicorp  paid  Rubin  a  fee  of 
$65,000  for  a  $9.3  million  private  place- 
ment that  never  got  off  the  ground.  Ru- 
bin, who  was  acting  as  his  own  lawyer  in 
the  four-year-old  case,  blamed  Besicorp 
for  the  collapse  of  the  financing. 

Most  advance-fee  promoters  are  small- 
time operators,  operating  sight  unseen 
from  "boiler  rooms."  By  contrast,  Rubin 
grandly  styled  himself  an  investment 
banker,  complete  with  luxurious  offices 
staffed  with  a  dozen  employees.  In  nam- 
ing his  firm  Morgan  Gundy  Internation- 
al, Rubin  might  seem  to  have  appropriat- 
ed two  of  the  most  august  names  in 


North  American  banking,  Morgan  Stan- 
ley &  Co.  and  Wood  Gundy  Corp.  But  in 
a  rare  newspaper  interview,  Rubin  in- 
sisted he  was  inspired  instead  by  "Mor- 
gan, the  pirate  who  burned  Panama  in 
1571,  and  the  sea  gundy,  an  aquatic  ani- 
mal" that  lives  off  the  coast  of  Panama. 

Working  through  a  shadowy  network 
of  finders,  Rubin  lured  capital-strapped 
entrepreneurs,  mainly  Americans,  to 
Panama  and  dangled  before  them  multi- 
million-dollar securities  financing. 
Charging  an  initial  $49,500  to  cover  ex- 
penses, he  rang  up  additional  fees  as 
financings  dragged  on.  Former  Rubin 
employees  estimate  he  drained  about  $10 


STRONG  MEI»ICINE:  2,000  ADDICTS  A  YEAR  COME  TO  A 
CLINIC  WHERE  HAENG  (LEFT)  SAYS  HE  CREMATED  RUBIN 


million  from  some  200  victims  all  told. 

Rubin  made  creative  use  of  Panama's 
corporate  secrecy  laws.  But  his  success 
was  also  a  product  of  showmanship,  fi- 
nancial sophistication,  and,  above  all,  po- 
litical connections.  Mario  Rognoni,  who 
was  General  Noriega's  Commerce  Minis- 
ter, had  ties  to  Rubin,  as  did  Julio  Har- 
ris, currently  chief  of  state  to  President 
Guillermo  Endara. 

Although  Rubin  apparently  never 
completed  a  single  financing,  he  was 
thoroughly  versed  in  the  mechanics  of 
underwriting.  He  overwhelmed  prospec- 
tive borrowers  with  application  forms, 
worksheets,  and  fee  agreements  indistin- 
guishable from  the  real  thing.  But  later, 
clients  would  inevitably  miss  a  deadline 
or  run  afoul  of  the  Panamanian  securi- 
ties commission,  and  Rubin  would  exer- 
cise his  contractual  right  to  cancel  the 
financing  and  keep  the  expense  money. 

Rubin  developed  his  advance-fee  tech- 
niques in  Colorado,  managing  to  stay 
one  step  ahead  of  the  law.  In  the  late 
1970s,  he  negotiated  a  "deferred  prose- 
cution" with  state  authorities,  by  which 


he  avoided  indictment  by  promising  in 
effect  never  to  do  again  what  he  did  not 
admit  to  doing  in  the  first  place.  About 
the  same  time,  he  testified  under  a  grant 
of  immunity  in  a  related  federal  case.  By 
the  time  a  federal  grand  jury  began  in- 
vestigating Rubin  in  1984,  he  had  moved 
to  Panama.  He  never  was  indicted. 
RENEGADE.  In  1987,  Rubin  resurfaced  in 
the  Denver  newspapers — as  a  crime- 
buster,  of  all  things.  A  man  seeking  a 
loan  had  called  on  him  in  Panama  City, 
carrying  $2.6  million  in  bearer  bonds  sto- 
len from  a  Denver  bank.  Rubin  took  pos- 
session of  the  bonds  and  got  in  touch 
with  U.  S.  authorities.  After  the  man 
was  arrested,  Rubin  personally  deliv- 
ered the  bonds  to  the  FBI. 

The  FBI  had  begun  investigating 
Rubin  himself  by  1988,  if  not  earli- 
er— but  without  much  gusto.  Some 
of  Rubin's  former  clients  and  ex-em- 
ployees complain  that  bureau  agents 
asked  them  only  a  few  cursory  ques- 
tions or  didn't  interview  them  at  all. 
Tomas  Cabal,  who  briefly  worked 
for  Rubin  before  turning  investiga- 
tive reporter,  was  among  those  un- 
derwhelmed by  the  FBI's  question- 
ing: "Their  attitude  was,  'Well,  if 
this  guy  does  all  the  work  for  us, 
maybe  we'll  do  something.'  " 

Cabal,  who  has  written  extensively 
about  Rubin,  theorizes  that  the  dis- 
appearance was  prompted  by  his  un- 
masking last  spring  by  articles  in 
Panamanian  newspapers  and  The 
Wall  Street  Journal.  Then,  too,  Ru- 
bin's political  position  in  Panama  had 
eroded  since  Noriega's  capture.  In 
addition,  Rubin  may  have  been  un- 
nerved by  the  prospect  of  a  trial  in  New 
York.  Cabal  suspects  that  Rubin  has 
shifted  his  operations  to  Costa  Rica, 
where  he  remains  very  well-connected 
politically. 

If  Rubin  is  alive,  the  weakest  link  in 
his  scheme  would  seem  to  be  his  wife.  A 
lawyer,  Constante  was  handling  Rubin's 
legal  affairs  even  before  their  marriage. 
It's  not  clear  whether  she  was  a  partici- 
pant in  her  husband's  latest  intrigue  or  a 
victim  of  it.  Constante  did  not  return 
BUSINESS  week's  phone  calls. 

To  date,  Constante,  38,  has  failed  to 
persuade  the  U.  S.  consulate  in  Panama 
to  stamp  Rubin's  will.  Without  a  consul- 
ar stamp  certifying  his  death,  it  will  be 
difficult  for  Constante  to  gain  title  to 
her  share  of  the  estate.  While  Constante 
may  find  widowhood  increasingly  frus- 
trating, no  doubt  it  suits  her  husband's 
purposes  to  inhabit  indefinitely  the  legal 
limbo  between  life  and  death. 

By  Anthony  Bianco  in  Neir  York,  with 
Ken  Stier  at  Thramkrabog  Rehabilitation 
Center  i?i  Thailand  and  Stephen  Baker  in 
Mexico  City 


80  BUSINESS  WEEK/JANUARY  27,  1992 


FINANC 


Microsoft  Word  for  Wndows  2.0 

.  .Word  forWindows 

2.0  strengthens 
Mcrosoft's  position 
as  king  of  theWindows 
word  processing  hill." 

Eamonn  Sullivan,  PC  Week 
"First  Look  Review,"  October  21, 1991. 


Word  Processor  forWindows 

Mkmsolt 


To  upgrade  lo  Word  for  Windows  2.0  for  S129.  call  (800)  323-3577.  Dept.  Y6U  Offer  good  for  currenl  licensees  of  WordPerfect.  MultiMale.  WordStar.  MS  Word  for  MS-DOS  and  DisplayWnte  Please  allow  2--)  weeks  for  delivery  upon  receipt  of  order  by 
Microsoft.  Offer  expires  3/31/92  Limit  one  per  customer  Reseller  prices  may  vary  Call  for  system  requirements.  Offer  good  only  in  the  50  United  States.  ©  1991  Microsoft  Corporation  All  rights  resented  Printed  m  the  USA  For  information  only  In  Canada 
call  (800)  563-9048;  outsute  the  United  States  and  Canada  call  (206)  936-8661  Microsoft.  MS  and  MS-DOS  are  registered  trademarks  and  Windows  is  a  trademark  of  Microsoft  Corporation 


BY  GENE  G.  MARCIAL 


SAFE,  STAID  VOLVO 
MAY  SOON  BE 
BURNING  RUBBER 


A number  of  smart-money  players 
who  want  to  ride  autos  once 
the  economy  revs  up  are  partic- 
ularly hot  on  one  giant.  General  Mo- 
tors? No  way.  The  pick  is  Volvo,  the 
Swedish  car  and  truck  maker  whose 
stock  has  climbed  from  35  per  AUR 
(American  Depositary  Receipt)  in  early 
1991  to  (iO  recently.  Shares  of  G.M,  Ford, 
and  Chrysler  are  all  still  down  from 
their  1991  highs. 

Like  other  carmakers,  Volvo  hasn't 
escaped  the  current  worldwide  slump 
in  auto  sales.  It,  too,  has  posted  bleak 
results  all  year.  For  1991,  analysts  are 
projecting  a  wide  range — from  a  loss 
of  $1.63  a  share  to  a  measly  profit  of 
10$,  vs.  earnings  of  $1.54  in  1990.  But 
watch  for  an  earnings  swell  this  year. 
Bear  Stearns  analyst  Douglas  Laugh- 
lin  thinks  profits  will  boom  to  $6.30  a 
share  in  1992. 

But  that's  not  all  Volvo  fans  are 
gung-ho  about.  "The  most  compelling 
facet  of  Volvo  as  an  investment  is  the 
disparity  between  its  asset  value  and 
the  company's  market  value,"  argues 
Laughlin.  He  figures  that  Volvo's  equi- 
ty holdings  in  other  companies,  includ- 
ing Procardia,  a  food  and  pharmaceuti- 
cal company,  are  worth  $.59  a  share. 
Although  Volvo  derives  the  bulk  of  its 
sales  and  earnings  from  autos,  trucks, 
and  buses — sold  mostly  in  the  U.  S., 
Britain,  and  Sweden — it  also  makes 
marine  and  industrial  engines  as  well 
as  jet  engines  for  military  and  commer- 
cial aircraft  and  space  projects. 
WORLDWIDE  TIES.  Another  sign  of 
strength  is  the  alliance  Volvo  formed 
in  early  1991  with  French  auto  maker 
Renault,  with  each  acquiring  a  sizable 
stake  in  the  other's  car  and  truck  oper- 
ations. The  alliance  is  designed  to 
share  technology  and  strengthen  both 
companies'  competitiveness. 

Even  more  intriguing  in  light  of  cur- 
rent concern  about  Japanese  cars  is 
Volvo's  separate  agreement  with  Mit- 
subishi designed  to  develop  new  Volvo 
and  Mitsubishi  cars  that  would  use 
common  key  components  and  be  manu- 
factured at  a  Volvo  plant  in  the  Neth- 
erlands. The  pact  is  expected  to  pro- 
duce 100,000  units  bearing  the  Volvo 
name  and  an  equal  number  with  the 
Mitsubishi  label.  One  big  investor 
thinks  the  alliance  will  give  Volvo  wid- 
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er  entry  into  the  Japanese  market. 

"Volvo's  strategy  is  to  be  a  niche 
producer  of  upscale  family  cars,"  says 
Merrill  Lynch  analyst  Gary  McManus, 
noting  that  it  competes  against  the  gi- 
ants by  cultivating  an  image  of  "safe- 
ty, reliability,  and  overall  quality." 
Rick  Dowden,  president  and  CEO  of 
Volvo  North  America,  says  Volvo  is 
striving  to  be  the  first  truly  global  car 
producer  by  forging  alliances  with  for- 
eign carmakers.  What's  more,  Dowden 
thinks  Volvo  will  pursue  the  worldwide 
expansion  of  its  food  and  health  care 
operations  to  foster  even  more  growth. 


IS  ENZO  ON  ANOTHER 
ROLLER  COASTER? 


Some  investors  in  Enzo  Biochem 
are  fast  developing  acrophobia: 
They're  worried  that  the  stock's 
recent  big  leap  from  3  to  7  in  a  matter 
of  days  may  be  followed  by  a  sharp 
drop.  That's  exactly  what  happened  in 
early  December.  After  zooming  from 
IVs  on  Dec.  3  to  nearly  8  three  days 
later,  it  collapsed  to  278  by  Dec.  11. 

What's  going  on?  The  jump  to  nearly 
8  was  due  to  Enzo's  brief  announce- 
ment on  Dec.  4  that  it  had  introduced 
"to  the  research  market"  a  nonradioac- 
tive DNA  probe  test  to  detect  the  virus 
that  causes  aids.  But  when  Barron's 
noted  only  days  later  that  Enzo  has 
been  in  default  on  a  $30  million,  9% 
convertible  bond,  the  stock  plunged.  In 
response,  the  company  reiterated  that 
it  plans  to  issue  new  debt  to  replace 
the  old  bonds,  convertible  at  $5  a  share 
instead  of  the  previous  $12.75  a  share. 
Then,  on  Jan.  13,  Enzo  announced  that 
it  was  introducing  eight  products  to 


help  researchers  identify  and  trace  the 
origins  of  metastatic  cancer.  While 
these  are  simply  additions  to  Enzo's 
other  monoclonal-antibody  products  for 
researchers,  it  was  enough  to  drive  the 
stock  up  again,  to  7,  where  it  remains. 

But  a  trader  who  has  shorted  the 
stock  believes  that  Enzo,  which  is  try- 
ing to  develop  products  based  on  mo- 
lecular biology  and  genetic  engineer- 
ing, faces  another  big  drop.  For  one 
thing,  he  thinks  many  bondholders 
won't  go  for  the  offering.  If  that  hap- 
pens, Enzo,  which  has  been  in  the  red 
since  1987,  will  be  in  a  serious  financial 
bind.  At  the  same  time,  this  pro  be- 
lieves that  Enzo  isn't  ready  to  go  into 
the  clinical  trials  required  to  get  Food 
&  Drug  Administration  approval  of  its 
L)\.A  test.  Enzo  Executive  Vice-Presi- 
dent Barry  Weiner  insists  that  trials 
will  start  this  year  and  that  an  applica- 
tion for  FDA  approval  will  be  filed  in  12 
months.  He's  also  optimistic  that  the 
bond  offering  will  be  successful. 


EXPERT  SURFING 
AT  OFFSHORE 


With  slumping  energy  prices 
providing  little  cheer  to  oil- 
and-gas  producers,  most  oil- 
service  companies  are  in  deep  financial 
straits.  But  not  all.  Offshore  Pipelines, 
a  provider  of  marine-construction  ser- 
vices to  offshore  oil-and-gas  producers, 
is  thriving,  thanks  to  its  timely  shift  to 
international  waters.  Just  as  business 
was  weakening  in  the  U.  S.,  Offshore 
sent  its  marine-services  equipment,  in- 
cluding a  fleet  of  14  vessels  it  acquired 
from  a  unit  of  Halliburton,  to  West 
Africa,  the  Middle  East,  and  Asia. 

Offshore's  order  backlog  quickly 
widened  from  $49  million  in  1990  to 
$218  million  as  of  Sept.  30,  1991.  And 
after  posting  a  63(t-a-share  loss  in  fiscal 
1990  and  a  deficit  of  $2.70  in  fiscal  1991 
(ended  July  30),  Offshore  should  earn 
about  $1  a  share  in  fiscal  1992  and  $2 
in  fiscal  1993,  say  analysts. 

No  wonder  Offshore's  stock,  which 
was  down  to  5  in  July,  has  climbed  to 
nearly  10  on  the  Big  Boai-d.  "Based  on 
Offshore's  debt  restructuring  and  my 
earnings  projection  of  $2  a  share  for 
1993,  the  stock  is  well  worth  $20  a 
share,"  says  Don  Dougherty  of  Bos- 
ton's Putnam  Management,  which 
owns  some  10%  of  the  company's 
stock.  He  notes  that  Offshore  has  been 
able  to  compete  internationally  because 
of  its  low  overhead  and  some  savvy 
bargain-hunting:  It  picked  up  those  14 
Halliburton  ships  for  25$  on  the  dollar. 
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Microsoft  Word  forWkidows  2.0 

.  .Word  for Wndows 
provides  a  smootlier 
upgrade  patli  for 

WordPerfect  users 
than  even  WordPerfect 
forWndows." 

Eamonn  Sullivan,  PC  Week 
"First  Look  Review,"  October  21, 1991. 
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ADVERTISING! 


EVERYONE  IS  BELLYING  UP 
TO  THIS  BAR 


Lever  2000's  smash  rollout  recalls  marketing's  good  old  days 


enver  mail  earner  Carol  Calcur- 
)ian  knows  about  Lever  2000:  She 
has  been  hauhng  samples  of  the 
new  soap  along  her  route.  She  has  tried 
it,  too,  and  says  it  delivers:  "I  like  the 
way  it  smells.  And  it  lathers  good." 

Lever  2000,  a  triple-threat  bar  that 
moisturizes,  deodorizes,  and  kills  bacte- 
ria, has  the  soap  market  in  a  lather,  too. 
A  marketing  blitz  has  sent  samples  of 
the  new  bar  to  half  of  all  U.  S.  house- 
holds. True,  many  consumers  still  prefer 
older  brands.  But  just  six  months  after 
its  national  rollout  by  Lever  Brothers 
Co..  a  U.  S.  division 


soap  and  detergent  businesses  churning 
again.  Lever  researchers  learned  that 
many  consumers  weren't  happy  with  the 
usual  choice  between  moisturizing  bars 
such  as  Dove,  which  don't  deodorize,  or 
deodorants  such  as  Dial,  which  can  dry 
the  skin.  So  Lever  technicians  cooked  up 
a  patented  process  to  combine  moisturiz- 
ing and  deodorizing  properties. 

What  to  name  this  wonder  bar''  Lever 
executives  coined  several  futuristic 
names,  such  as  Nova  2000.  Jack  Cook- 
son,  Lever's  president  at  the  time,  came 


Tastefully  effective  is  more  like  it,  says 
James  Patterson,  chairman  of  J.  Walter 
Thompson  North  America:  "This  is  one 
of .  those  commercials  where  you  can 
turn  off  the  sound  and  still  get  it." 

People  do  get  it.  "The  ads  are  really 
good.  Lots  of  skin,  you  know,"  says  El- 
len DuPree,  who  works  for  a  Boston 
insurance  underwriter.  Heav-y  sampling, 
massive  distribution,  and  lots  of  dis- 
counting have  helped,  too.  "It's  every- 
where," says  Kleopatra  Blackwood,  a 
Cleveland  office  worker.  "And  it's  al- 
ways marked  down."  The  initial  coupon- 
ing has  knocked  75c  off  the  average 
$1.69  price  for  two  5-ounce  bars,  though 
Lever  is  easing  up  on  the  discounts. 
FAST  FADE.  Retailers  such  as  Kmart 
Corp.  and  Safeway  Inc.  report  a  brisk 
business  in  Lever  2000,  but  not  everyone 
is  a  convert.  Xaysayers  complain  that 
the  moisturizer  makes  Lever  2000  dwin- 
dle faster  than  deodorant  stalwarts  such 
as  Dial.  "I  didn't 


of  Anglo-Dutch  Unilever  PLC, 
Lever  2000  is  the  No.  2  deodorant  soap 
in  dollar  volume,  with  an  estimated  8.47^ 
share  of  the  SL5  billion  bar  soap  market. 
In  a  stunning  upset,  the  new  brand  has 
helped  Lever,  which  also  makes  Dove, 
wrest  the  title  of  top  soap  seller  from 
archrival  Procter  &  Gamble  Co..  maker 
of  those  bathroom  icons  Ivory  and  Safe- 
guard (chait).  Even  rivals  have  nice 
things  to  say.  "Lever  2000's  a  good  prod- 
uct, no  question,"  says  John  Pohl,  who 
markets  personal  products  for  Dial 
Corp.,  maker  of  Dial  soap. 
SOAPY  SALES.  Lever  2000's  success  is 
bracing  news  for  packaged-goods  mar- 
keters, who  have  been  hearing  grim 
tales  about  consumers'  growing  indiffer- 
ence to  branded  products.  "This  proves 
people  want  new  brands,  especially  in  a 
category  like  soap  that's  saturated  with 
old  ideas,"  says  Al  Ries,  chairman  of 
marketing  firm  Trout  &  Ries. 

This  new  brand  got  its  start  almost  10 
years  ago,  when  top  managers  were 
casting  for  ways  to  get  Lever's  mature 


up  with  Lever  2000,  which  stuck,  but 
also  posed  a  problem.  Says  soap  catego- 
ry manager  Greg  Creed:  "We  were  get- 
ting bogged  down  with  images  of  the 
year  2000."  Initial  ad  ideas  had  as  much 
to  do  with  the  space  shuttle  as  with  the 
shower  stall.  "It  was  'family  on  the 
moon'  kind  of  stuff,"  says  Creed. 

Ad  agency  J.  Walter  Thompson  Co. 
ditched  the  futuristic  theme  with  the  tag 
line,  "Presenting  some  of  the  2000  body 
parts  you  can  clean  with  new  Lever 
2000."  And  body  parts — male,  female, 
and  infantile — are  indeed  what  the  play- 
ful T\'  spots  present  plenty  of.  Racy? 


LEVER  CLEANS  UP 

PERCENT  SHARE  OF  DOLLAR  SALES  OF  SOAP* 
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THOMPSON'S  LEVER  2000  AO: 
"LOTS  OF  SKIN" 

think  it  had  a  very  good  life  span,"  says 
Kimberly  Forster,  who  works  for  a  di- 
rectory publisher  in  Detroit. 

Lever's  Creed  insists  that  this  soap 
will  have  staying  power.  Early  experi- 
ence shows  repeat  sales  of  Lever  2000 
hitting  the  407c  range,  even  after  heavy 
discounting  ends.  At  that  rate,  the  brand 
should  stay  strong  even  after  bargain 
hunters  and  onetime  users  switch. 
Tougher  to  estimate  is  the  impact  of 
new  competition.  P&G  is  still  No.  1  in  unit 
volume,  and  it  has  doubled  Camay  sales 
by  reformulating  the  beauty  bar. 

A  bigger  potential  threat  is  Spirit,  a 
new  three-in-one  soap  Dial  now  sells  in 
40'^f  of  major  markets.  "Spirit's  share 
levels  have  exceeded  objectives,"  says 
Dial's  Pohl,  who  won't  get  more  specific. 
Lever  counters  that  Lever  2000  is  per- 
forming strongly  against  Spirit.  Con- 
sumers will  get  to  vote  soon:  Spirit 
should  be  nationwide  within  a  year. 
Meanwhile,  Lever  has  the  soap  biz  suds- 
ing again. 

By  Christopher  Pou-er  in  Sen-  York,  with 
bureau  reports 
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Microsoft  Word  for  Windows  2.0 


"Microsoft  Word  for 

Windows  2.0  is  the 
first  software  package 
truly  designed  to 
meet  the  needs  of 
the  user." 
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Stan  Miastkowski,  BYTE 
Best  of  Comdex  Award;'  October  23, 1991. 
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Now 
you  can 

afford  a 

COMPAQ 
instead 

of  a  clone. 

This  is  not  a  dream.  This  is  no  hallucination.  You  can  get  a  very  versatile 
desktop  computer  from  one  of  the  world's  most  respected  names  in 
computing.  COMPAQ.  And  you  can  get  it  at  the  kind  of  price  you  would 
normally  expect  to  pay  for  a  clone.  With  a  suggested  list  price  starting 
at  $16991  the  COMPAQ  DESKPRO  386s/20n  PC  is  the  perfect 

*Monitor  nut  included;  reseller  prices  will  vary;  other  models  start  with  a  suggested  list  price  as  low  as  $1,599.  COMPAQ, 
DESKPRO.  Registered  U.S.  Patent  and  Trademark  Office.  ©  1991  Compaq  Computer  Corporation.  All  rights  reser\ed. 


solution  for  either  network  use  or  stand-alone  applications.  So  if 
you  were  about  to  settle  for  anything  less  than  legendary  COMPAQ 
performance  and  reliability,  we  offer  this  word  of  advice:  Don't. 
Call  1-800-231-0900,  Operator  186,  for  the  location  of  your  nearest 
Authorized  Reseller.  (In  Canada,  call  1-800-263-5868,  Operator  186.) 

1   comPAa 

It  simply  works  better. 


nformation  Processin 


DON'T  FORGET  THE  PC:  COSTCO  WAREHOUSES  ARE  AMONG  PACKARD  BELL'S  CUT-RATE  OUTLETS 


HOW  PACKARD  BELL 
BROKE  OUT  OF  THE  PACK 


The  top-selling  clones  ai'e  as  easy  to  run  as  they  are  to  buy 


When  Richard  Bartone  decided 
to  outfit  his  Playa  del  Rey 
(Calif.)  travel  agency  with  a 
f'C  network,  he  was  a  bit  surprised  to 
find  it  at  a  Costco  Wholesale  warehouse 
club  outlet.  But  he  was  shopping  there 
one  evening  for  office  supplies,  and 
Packard  Bell's  personal  computers  and 
network  setup  seemed  like  a  good  deal. 
By  making  it  so  easy  to  buy,  "they  took 
a  big  burden  off  my  hands,"  he  says. 
Bartone's  only  problem:  Costco's  cash 
registers  go  to  only  $10,000,  but  his  tab 
came  to  $26,000. 

People  like  Bartone — not  hung  up  on 
toj)  brand  names  or  fussy  about  where 
they  buy  computers — have  boosted 
Packard  Bell  Electronics  Inc.  into  the 
first  tier  of  computer  makers.  The  pri- 
vately held  Chatsworth  (Calif.)  company, 
starting  from  nothing  in  1985,  has  quiet- 
ly grown  to  an  estimated  $1  billion  in 
annual  sales.  Last  year,  according  to 
preliminary  figures  compiled  by  a  top 
market  researcher,  Packard  Bell  slipped 
past  Comiiaq  Computer  Corp.  and  Tandy 
Corp.  to  capture  third  place  in  the  U.  S. 
PC  market  in  terms  of  unit  shipments. 
That  makes  the  850-employee  company  a 
distant  third  behind  Apple  and  IBM  but 
ahead  of  all  the  cloiiemakers. 

Packard  Bell  got  there  by  making  it 


easier  than  ever  to  buy  and  set  up  a  PC. 
"Who  would  have  thought  a  year  ago 
that  someone  would  go  to  a  store  with  a 
pushcart  and  buy  a  computer?"  asks  Fi- 
nis F.  Conner,  founder  of  disk-drive 
maker  Conner  Peripherals  Inc.  But  what 
surprises  industry  veteran  Conner  was 
simply  obvious  to  Packard  Bell  founder 
Benny  Alagem.  "We  knew  that  PCs  were 
going  to  become  a  commodity  pur- 
chase," he  says.  "Consumers  wanted 
something  like  a  television — ^just  turn  it 
on  and  it  works." 

PlUG  AND  PLAY.  Alagem,  a  39-year-old 
Israeli  immigrant  who  broke  into  the 
business  as  a  semiconductor  distributor, 
from  the  start  sold  PCs  preloaded  with 
popular  software — so  customers  could 
simply  turn  on  their  systems  and  go. 
Alagem  also  understood 
early  on  the  power  of  a 
known  consumer  brand 
name.  He  bought  a  ven- 
erable name — Packard 
Bell  was  once  the  No.  2 
TV-set  maker  in  the 
U.  S. — from  Teledyne 
Inc.  for  about  $100,000. 
To  capitalize  on  it,  Ala- 
gem adopted  the  slo- 
gan: "America  grew  up 
listening  to  us  . . .  It  still 
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does."  Then  he  approached  the  retailer; 
who  sell  such  commodity  products  a; 
TVs,  camcorders,  and  boom  boxes. 

As  luck  would  have  it,  that  put  him  it 
about  the  only  part  of  the  U.  S.  PC  mar 
ket  that's  growing.  While  the  recessioi 
has  curbed  corporate  budgets,  devastat 
ing  traditional  computer  stores,  |)n<  i' 
sensitive  work-at-home  buyers  are  guli 
bling  up  PCS.  In  1991,  PC  sales  througl 
mass  merchandisers  and  consumer  elec 
tronics  outlets  grew  26%,  while  total  I'l 
sales  were  up  a  scant  1.6'^. 

Packard  Bell  now  leads  the  new  cliaii 
nels,  with  25%  of  the  business  at  depait 
ment  stores  and  warehouse  clubs  am 
37%  in  consumer-electronics  stores  sucl 
as  Circuit  City.  Astounded  by  the  new 
comer's  sudden  success,  big-name  I'l 
makers  such  as  Apple  are  now  eyeini 
the  new  stores.  IBM  has  already  had  urn 
bad  experience  in  mass  merchandising 
It  made  a  big  push  into  departmen 
stores  with  its  PS/1  home  computei-  ii 
1990  but  was  quickly  outgunned  1>\ 
Packard  Bell.  Says  William  F.  Lenahan 
president  of  Sears  Business  Centt  i-s 
"Four  months  later,  Packard  Bell  hail  ; 
competing  product  with  more  featiuT: 
and  a  liig  price  differential." 
RETAIL  SMARTS.  Pricing  is  only  part  o 
Packard  Bell's  formula.  It  also  has  mas 
tered  the  business  practices  of  the  mas. 
merchandisers.  Says  Lee  M.  Levitt,  com 
puter  distribution  analyst  at  Internatiim 
al  Data  Corp.:  "IBM,  Hewlett-Packard 
and  AST  are  still  scratching  their  head: 
and  saying:  'What  are  end-caps?  Wli;i 
are  slotting  fees?'  "  End-caps  are  end-ot 
aisle  displays.  And  slotting  fees,  pav 
ments  to  the  retailer  for  shelf  space,  ;ir( 
"something  the  other  vendors  still  con 
sider  extortion,"  Levitt  adds. 

No  doubt  the  others  will  eventuall\ 
catch  on,  but  Alagem  professes  not  to  hf 
concerned.  Still,  he  is  beefing  up  th' 
company's  service  and  support,  expanc 
ing  its  800  number  to  weekends  and  eve 
nings,  and  throwing  in  a  year's  worth  ol 
free  on-site  service  with  its  warranty.  ^ 
For  Bartone,  at  least,  everythinjy 
worked  as  promised.  He  was  so  irr 
pressed  that  he  went  to  a  trophy  stor 
and  ordered  a  plaque  lauding  the  comps 
ny   for  "excellence  ii 
service."  And  when  P- 
World  magazine  sui 
veyed  buyers  recently 
all  Packard  Bell  owner 
responding  said  tha 
they   would   buy  th 
same  brand  again.  Wit 
customers   like  thai; 
who  needs  computej 
dealers? 

By  Larry  Armstron 
in  Chatsworth,  Calif. 
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MARKETERS! 


CAN  WAYNE  CALIOWAY  HANDLE 
THE  PEPSI  CHALLENGE? 


The  CEO  earns  high  marks  for  his  cultural  upheaval — but  growth  is  starting  to  slip 


It  wasn't  that  D.  Wayne  Calloway  had 
never  proven  himself  in  the  trenches. 
In  two  decades  with  PepsiCo  Inc.,  he 
had  earned  a  reputation  as  a  sharp  fi- 
nancial thinker  and  popular  manager. 
But  when  Calloway  took  over  as  chief 
executive  in  1986,  it  was  with  shaky 
knees.  Where  predecessor  Don  Kendall 
was  a  master  of  self  promotion,  the 
mild-mannered  Calloway  lacked  confi- 
dence. Speechmaking  unnerved  him. 
When  the  two  attended  company  meet- 
ings, Calloway  would  look  deferentially 
toward  Kendall,  expecting  him  to  ad- 
dress the  group.  Recalls  Kendall:  "I'd 
have  to  push  him  and  say,  'Wayne, 
you're  the  chief  executive  officer.'  " 

Calloway,  56,  may  still  approach  busi- 
ness with  a  low-key,  North  Carolina 
style.  But  PepsiCo's  CEO  has  emerged 
from  Kendall's  shadow  to  string  togeth- 
er five  impressive  years  of  20'''  com- 
pound earnings  growth,  doubling  sales 
and  nearly  tripling  the  company's  value 
on  the  stock  market.  Although  earnings 
took  a  beating  last  year  as  recession 


tore  into  Pepsi's  soft-drink,  restaurant, 
and  snack-food  businesses,  Calloway  in- 
sists the  slowdown  is  temporary.  Still, 
the  question  remains:  Has  the  $20  bil- 
lion-a-year  food  conglomerate  grown  too 
big  to  maintain  its  heady  pace? 

"Absolutely  not,"  Calloway  says.  "We 
don't  see  any  limits  to  our  growth."  He 
vows  to  double  PepsiCo's  size  again  over 
the  next  five  years.  In  part,  Calloway 
says  he'll  do  that  with  new  products, 
new  packaging,  and  new  distribution 
channels.  But  there's  more  to  it  than 
that.  With  300,000  employees  worldwide, 
PepsiCo  has  become  a  behemoth.  It's  no 
longer  enough  to  introduce  another 
snack  every  few  months  or  battle  res- 
taurant competitors  with  new  menus 
and  ever-lower  prices.  To  prevent  the 
company  from  staggering  under  its  own 
weight,  Calloway  is  seeking  to  reshape 
its  corporate  culture,  too. 

His  message  to  a  new  Pepsi  Genera- 
tion is  "Act  like  an  owner,  not  a  hired 
hand."  It's  the  gospel  of  empowerment, 
and  in  preaching  it,  Calloway  sounds  like 


RESTAURANTS 
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1986 
$2.7  BILLION 

SHARE  OF  PEPSICO  REVENUES 


1991* 

$7.1  BILLION 


PIZZA  HUT 

8,800  UNITS 

KFC 

8,300  UNITS 

TACO  BELL 

3,600  UNITS 


a  lot  of  other  CEOs  in  America  today. 
The  difference  is,  PepsiCo's  CEO  is  doing 
much  more  than  preaching.  He's  betting 
the  future  of  the  company  that  deep  del- 
egation of  authority  will  give  him  the 
returns  he  needs  in  PepsiCo's  hotly  com- 
petitive Inisinesses. 

BAD  TIMING.  Calloway  shows  an  unusual 
ability  to  put  his  ego  aside,  resisting  the 
urge  to  meddle  so  his  managers  can  win 
real  decision-making  powers.  He's  also 
working  from  the  bottom  up.  Through  a 
plan  called  SharePower,  Calloway  is  giv- 
ing all  300,000  employees  stock  options, 
from  Pepsi-Cola  truck  drivers  to  KFC 
counter  workers.  Introduced  in  1989,  the 
plan  grants  employees  yearly  options  on 
shares  equivalent  (at  the  current  price) 
to  10'/  of  their  compensation.  PepsiCo 
was  the  first  major  corporation  to  ex- 
tend that  traditional  executive  privilege 
on  such  a  scale. 

Calloway's  push  for  cultural  upheaval 


THE  CHANGING 
SOFT  DRINKS 


GROUP  REVENUES 


1986 
$3.6  BILLION 

SHARE  OF  PEPSICO  REVENUES 


1991* 

$6.9  BILLIO^ 


PEPSI 

DIET  PEPSI 

MOUNTAIN  DEW 

7UP** 

SUCE 

MUG  ROOT  BEER 


•ESTIMATE    "OUTSIOE  US,  01 


90  BUSINESS  WEEK/JANUARY  27,  1992 


PEOPLI 


juldn't  come  at  a 
lUgher  time.  As  Pep- 
Co  suffers  the  reces- 
on's  effects,  competi- 
3n  in  its  markets  has 
rown  more  treacher- 
is.  Domestic  growth 

soft  drinks  is  sput- 
ring.  Bruising  price 
ars  have  become  the 
)rm  in  chips  and  fast 
lod.  Competition  in 
lacks  alone  led  last 
i&r  to  a  restructur- 
g  at  Frito-Lay  Inc., 
ith  $91  million  in 
rite-offs  and  1,800 
,yoffs.  KFC,  with 
enu  problems,  is 
so  expected  to  re- 
ructure  its  domestic 
asiness  soon.  Over- 
!as,  Pepsi-Cola  com- 
jtes  under  Coca-Cola 
o.'s  long  shadow, 
id  now  Coke  is  chal- 
nging  Pepsi  in  its 
letime  stronghold,  the  former  East 
oc  (page  94).  Earnings  will  likely  rise 
Dout  8%'  for  1991,  analysts  say,  com- 
u-ed  with  20%^  in  1990.  " 

Calloway  insists  PepsiCo  can  hustle  its 
ay  back  onto  the  fast  track.  New  prod- 
:ts  in  the  works,  such  as  a  colorless 
)la  and  a  selection  of  tea-  and  fruit- 
ised  drinks,  should  help.  PepsiCo's 
ist-food  outlets  continue  to  pop  up  in 
rports,  factories,  and  anywhere  else 
le  company  can  squeeze  in  a  kiosk  or 
)ncession.  In  the  fast-growing  interna- 


CALLOWAY  AT  HEADQUARTERS:  RISK-TAKING  IS  REWARDED,  EVEN  IF  THE  IDEA  FAILS 


NU  AT  PEPSICO 


tional  arena,  Calloway  is  pouring  capital 
into  expanding  restaurants,  snack,  and 
soft-drink  operations. 

But  the  business  of  building  PepsiCo 
depends  ultimately  on  employees,  Cal- 
loway says.  So  no  conversation  goes  far 
without  returning  to  the  idea  of  empow- 
erment. Although  PepsiCo  manufactures 
what  it  sells,  it  ultimately  is  a  service 
business.  Frito-Lay  salespeople,  for  ex- 
ample, supply  200,000  accounts  every 
day.  "Unlike  General  Electric  or  IBM,  we 
don't  just  win  a  couple  of  big  contracts 
each  year  and  make  $50  billion,"  Cal- 
loway told  PepsiCo  employees.  "We 
have  to  win  them  one  pizza  at  a  time. 


one  bag  of  chips,  ev- 
ery day." 
That  line  of  think- 
7  ing  is  hardly  new  at 

PepsiCo,  which  has 
,      ,  long   stressed  decen- 

I  "       tralization.  Calloway, 

I  .    however,  keeps  beat- 

ing the  drum  to  push 
power  out  even  fur- 
ther. Employees  from 
route  salesmen  to  res- 
taurant workers  are 
encouraged  to  come 
up  with  ideas  to  im- 
prove the  business. 
What's  more,  they 
look  at  local  profit  fig- 
ures to  see  how  their 
efforts  measure  up. 
PIZZA,  BORIS?  And  in 
some  areas,  the  idea 
has  worked  dramati- 
cally: A  17-year-old 
worker  at  KFC  in  Okla- 
homa City  helped  his 
store  increase  catering 
revenues  almost  sevenfold,  to  $1,700  in 
one  month,  after  he  crafted  signs  adver- 
tising the  service  and  put  them  in  store 
windows.  Calloway's  own  favorite  tale  is 
about  the  Moscow  Pizza  Hut  manager 
who  sent  150  free  pizzas  and  20  cases  of 
Pepsi  to  Boris  Yeltsin  in  the  midst  of 
last  summer's  failed  coup.  "He  didn't 
call  London  or  New  York  or  some- 
where," the  CEO  says  proudly.  "He  just 
did  it." 

But  more  freedom  can  also  mean  big- 
ger mistakes.  Wide  latitude  granted 
Frito-Lay's  sales  force  in  early  1991  got 
out  of  hand  when  discounts  became  so 
attractive  that  smaller  retailers  began 
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buying  directly  from  super- 
markets, which  hurt  mar- 
gins. Calloway  calls  mistakes 
part  of  the  package.  "We're 
dealing  with  very  aggressive 
competitors — in  many  cases, 
entrepreneurs  with  smaller 
businesses — and  they  don't 
have  a  board  meeting  to  de- 
cide what  to  do.  They  just  do 
it.  So  we  have  to  be  able  to 
do  the  same  thing,"  he  says. 

To  ensure  that  PepsiCo  is 
staffed  with  managers  pre- 
pared to  handle  empower- 
ment, Calloway  spends  far 
more  time  than  most  CEOs  in 
the  hiring  process.  No  one  at 
vice-presidential  level  or 
above  gets  a  job  without  see- 
ing him.  Calloway  interviews 
about  75  executives  a  year. 
He  is  also  personally  involved  in  twice- 
yearly  evaluations  of  management-level 
employees — roughly  600  people.  Law- 
rence M.  Drake  II,  a  vice-president  at 
KFC,  recalls  his  own  interview  with 
Calloway:  "We  talked  about  how  young 
people  view  education  today.  I  think  he 
was  getting  a  sense  if  I  matched  the 
values  he  was  looking  for." 
GO-GETTERS.  Risk-taking  is  encouraged 
and  often  rewarded,  win  or  lose.  PepsiCo 
lost  $16  million  trying  to  push  its  way 
into  the  packaged  cookie  business  with 
Grandma's  Cookies,  before  Nabisco 
Brands  Inc.  chased  it  out  of  the  market 
by  1985.  But  John  M.  Cranor  III,  who 
engineered  the  cookie  effort,  has  since 
moved  on  to  head  KFC.  Says  Cranor:  "It 
was  never  'You  dummy,  how  could  you 
do  that?'  [Calloway's  attitude]  was  'Gee, 
that  made  sense  to  do  at  the  time.'  " 
Pizza  Hut  lost  $20  million  during  Senior 
Vice-President  Allan  S.  Huston  Jr.'s  ill- 
conceived  nationwide  rollout  of  a  home- 
delivery  system.  But  Huston  went  on  to 
run  KFC  International,  notes  Calloway, 
because  he  "had  integrity  and  wasn't 
hiding  everything  in  his  vest." 

The  Calloway  approach  has  already 
transformed  the  culture,  many  say.  As  it 
did  under  Kendall,  PepsiCo  continues  to 
attract  go-getters  who  are  willing  to  log 
long  hours  if  they  expect  to  move  up. 
But  under  Kendall,  says  Michael  H.  Jor- 
dan, chairman  of  PepsiCo  International 
Foods  &  Beverages,  there  was  "a  fair 
amount  of  friction  over  ideas,"  and  the 
environment  could  be  "pretty  punish- 
ing." Calloway,  who  draws  inspiration 
from  motivational  texts  such  as  John  N. 
Gardner's  Self  Renewal,  emphasizes  be- 
ing "mutually  supportive,"  Jordan  says. 

Calloway  himself  has  also  undergone 
a  transformation,  colleagues  say.  He  has 
become  more  extroverted.  Kendall  part- 
ly credits  Calloway's  second  wife,  Jan, 


THE  "SHAREPOWER  RALLY":  MAKING  EMPLOYEES  THINK  LIKE  OWNERS 


whom  he  calls  a  "dynamo."  An  effusive 
woman,  Jan  was  a  top-performing  real 
estate  agent  in  Dallas  when  they  met. 
Calloway  was  running  Frito-Lay.  They 
got  to  talking  at  their  children's  6  a.m. 
ice  hockey  games  and  married  on  New 
Year's  Day,  1980. 

When  not  off  on  PepsiCo  business, 
Calloway  is  often  busy  with  his  duties  as 
a  director  at  Citicorp  and  Exxon  Corp. 
and  as  chairman  of  the  trustees  at  his 
alma  mater.  Wake  Forest  University. 
But  he  and  Jan  also  find  time  to  play 
golf  and  tennis  and  ski  together.  And  in 
the  past  two  years,  he  has  been  seen 
cruising  the  back  roads  of  Greenwich, 
Conn.,  where  the  two  live,  on  the  Har- 
ley-Davidson  883  Jan  gave  him  as  a 
Christmas  present. 

Calloway  hasn't  always  run  with  the 
Greenwich  crowd.  He  was  born  in  1935 
in  Elkin,  N.  C,  just  50  miles  from  the 
birthplace  of  Pepsi-Cola,  and  grew  up  in 
Winston-Salem.  Calloway's  mother  sup- 
ported him  and  his  stepfather  doing 
piecework  at  a  Hanes  Cos.  hosiery  fac- 
tory, and  Calloway  chipped  in  by  work- 


ing as  a  soda  jerk  and  on  an 
ice  truck.  A  shy  youth  with 
flaming  hair  that  won  him 
the  nickname  "Red,"  Cal- 
loway was  a  star  in  math, 
baseball,  and  basketball,  say 
former  chums. 

Calloway  attended  Wake 
Forest  on  a  basketball  schol- 
arship. With  few  notions 
about  how  to  prepare  for  a 
career,  he  says,  he  asked 
people  for  ideas  about  the 
toughest  major:  "I  thought, 
if  I'm  going  to  be  here  [in 
college],  I  might  as  well  get 
something  out  of  it."  He 
chose  accounting.  Laughs 
Calloway:  "I  thought  I  was 
going  to  be  a  CPA." 

Instead,  he  joined  the  fi- 
nancial staff  at  Richardson- 
Vicks  Inc.  and  later  moved  to  ITT.  But  in 
1967  he  was  lured  to  PepsiCo,  formed 
two  years  earlier  from  the  merger  of 
Pepsi-Cola  and  Frito-Lay.  Calloway 
started  in  financial  operations.  Kendall 
spotted  him  as  a  talent  and  began  put- 
ting him  through  his  paces.  Kendall  sent 
Calloway  to  head  up  PepsiCo's  business 
in  Canada  in  1972,  lumping  soft  drinks 
and  snacks  together  so  that  he  would 
have  more  to  run.  Calloway  later  tripled 
profits  at  Frito-Lay  in  seven  years  and 
served  as  CFO  and  president  before  his 
turn  came  to  run  PepsiCo. 

In  that  first  year,  1986,  Calloway 
bought  Kentucky  Fried  Chicken  for  $8 
million.  Added  to  Pizza  Hut  and  Taco 
Bell,  that  gave  PepsiCo  a  presence  in 
three  of  the  four  quickest-growing  fast- 
food  groups.  With  the  sale  of  Wilson 
Sporting  Goods  Co.  and  North  American 
Van  Lines  Inc.,  also  in  1986,  Calloway 
pared  PepsiCo  to  its  present  form. 
BRAINSTORMS.  Calloway's  agenda  lately 
has  focused  on  dreaming  up  new  ways 
to  make  employees  think  like  owners. 
Last  fall,  he  put  together  the  company's 
first-ever  "SharePower  Rally,"  in  Atlan- 
ta, at  which  employees  from  every  divi- 
sion gathered  to  hear  Calloway  explain 
how  individual  initiative  drives  the  com- 
pany's growth.  At  headquarters  in  Pur- 
chase, N.  Y.,  last  fall,  he  initiated  a 
"Great  PepsiCo  Brainstorm,"  in  which 
employees  won  prizes  for  contributing 
ideas  on  everything  from  thrift  ("Buy  PC 
clones  instead  of  IBMs")  to  improving 
KFC's  menu  ("Get  rid  of  mashed  pota- 
toes and  corn"). 

Still,  no  matter  how  enthusiastically 
workers  pitch  in,  Calloway  holds  ulti- 
mate responsibility  to  keep  PepsiCo 
changing  with  the  times.  He  can  take 
credit  for  the  hot  growth  of  PepsiCo's 
.■restaurant  group,  which  in  1991  passed 
soft  drinks  to  become  PepsiCo's  largest 
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Attention  All  U.S-  Employers  And  Agricultural 
Recruiters  And  Referrers  For  A  Fee 

Revised  Employment  Eligibility  Verfication  Form  (Form  h9) 

A  revised  Employment  Eligibility  Verification  Form  (Form  1-9)  and  Handbook  for  Employers  (Form  M-274)  was 
distributed  through  the  Internal  Revenue  Service  to  over  6  million  employers  by  November  21,  1991. 

The  Immigration  and  Nationality  Act  requires  employers  to  hire  only  persons  who  may  legally  be  employed  in  the 
United  States  —  citizens  and  nationals  of  the  United  States  and  aliens  authorized  to  work.  The  revised  Form  1-9  has 
expanded  and  simplified  instructions  to  assist  employers  in  complying  with  the  employment  eligibility  verification 
requirements.  All  employers  must: 

•  Ensure  that  all  employees  fully  complete  Section  1  of  the  1-9  form  at  the  time  of  hire  —  when  the  employee  begins  to 
work;  and 

•  Review  acceptable  document(s)  and  fully  complete  Section  2  of  the  1-9  form  within  three  (3)  business  days  of  the 
hire. 

Other  requirements  include  properly  retaining  Forms  1-9,  as  well  as  making  them  available  for  inspection  by  officials 
of  the  Immigration  and  Naturalization  Service,  the  Department  of  Labor,  and  the  Office  of  Special  Counsel  for 
Immigration-Related  Unfair  Employment  Practices. 

In  addition,  the  law  prohibits  discrimination  with  respect  to  the  hiring,  the  recruitment  or  referral  for  a  fee,  or  the 
discharging  of  a  person  from  employment  on  the  basis  of  national  origin  or,  in  some  instances,  citizenship.  It  is  also  an 
unfair  immigration  related  employment  practice  for  an  employer  to  require  more  or  different  documents  for  purposes  of 
completing  the  Form  1-9,  or  to  refuse  to  accept  documents  that  reasonably  appear  on  their  face  to  be  genuine  and  to 
relate  to  the  individual  presenting  them. 

The  revised  Handbook  for  Employers,  which  includes  two  copies  of  the  revised  1-9  forms,  can  be  obtained  from  your  local 
office  of  the  Immigration  and  Naturalization  Service  or  from  the  Government  Printing  Office,  Washington,  D.C.  20402. 


For  recorded 
information  call 
1-800-755.0777 


GUESS  WHO 
NOW  MAKES 

A  SIMPLE 
ORGANIZER 
THAT  USES 
THESE. 


(HERE'S  A  HINT.) 


The  people  who  wrote  the  cord  on 
organizing  have  now  written  the 
book.  Introducing  the  Rolodex" 
Personal  Organizer  The  first  and 
only  organizer  with  Post-it™  brand 
Notes.  And  accessories  that  let  you 
customize.  Available  wherever 
office  products  are  sold. 

ROLODEX 

Our  organization  is  dedicated  to  yours. 


Rolodex' 
"Post-it"  is 


s  a  registered  trademark  of  the  Rolodex  Corporotio 
3  trademork  of  3M. 
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revenue  producer.  But  he'll  also  have  to 
save  the  group's  problem  child,  KFC 

In  international  markets,  particularly 
Japan,  KFC  is  growing  at  double-digit 
rates.  But  its  U.  S.  business  continues  to 
drag.  KFC  has  been  slow  to  develop 
home  delivery — a  critical  lapse,  say  res- 
taurant experts.  Customers  have  come 
to  expect  the  same  conveniences  in  fast- 
food  chicken  that  they  enjoy  with  pizza. 


COLA  WARS:  ALL 
NOISY  ON  THE 
EASTERN  FRONT 


There's  plenty  to  be  said  for  be 
first.  By  following  American  GIs  o' 
seas  in  World  War  II,  Coca-Cola 
built  a  powerful  bottling  system  that 
years  later  allows  it  to  outsell  Pepsi-Col 
to  1  in  Western  Europe.  But  Pepsi  has 
own  first  to  boast  about:  It  popped  open 
Soviet  Union. 

Pepsi's  ties  to  Russia  go  back  33  ye^ 
to  when  Nikita  Khrushchev  tasted  the  b 
bly  stuff  at  an  international  trade  fair.  I 
Kendall,  Pepsi's  CEO  at  the  time,  had  ca' 
on  his  friend,  Vice-President  Richard  Nix 
to  arrange  a  meeting.  By  1973,  Kendall 
negotiated  an  exclusive  agreement  to 
cola  in  the  Soviet  Union,  freezing  out  C( 
Cola  until  1985.  Thanks  to  those  efforts, 
former  Soviet  bloc  is  one  of  the  few 
markets  where  Pepsi  enjoys  a  strong  I 
over  Coke. 

But  now  the  cold  war  is  being  repla 
by  the  cola  wars.  And  as  governments 
vert  from  communism  to  free-market  ec 
omies,  Coke  isn't  being  shy  about  fir 
shots  in  Eastern  Europe.  It  already 
launched  moves  into  eastern  Germany, 
mania,  Poland,  the  Baltics,  and  Ukra: 
And  on  Jan.  16,  Coke  announced  plans 
build  a  syrup  production  plant  in  Mosci 
which  will  allow  it  to  set  up  2,000  so 
fountain  kiosks  all  around  the  city.  "A  1 
sible  economic  environment  simply  die 
exist  before,  so  we  didn't  have  an  emph; 
on  Eastern  Europe,"  says  E.  Neville  Iso 
president  of  Coke's  Northeast  Europe/ 
rica  division.  "Now  we  do." 

The  market  potential  in  the  region 
enormous.  Each  of  the  290  million  citiz 
of  the  former  Soviet  Union  consumes  o 
39  soft  drinks  a  year  on  average,  compa 
with  the  770  servings  each  American  g 
zles.  And  given  that  Pepsi  and  Coke  tog( 
er  command  less  than  15'/<  of  the  So^ 
market,  both  stand  to  gain  when  the  eco 
mies  open  up.  "This  whole  market  is  go 
to  explode,"  says  D.  Wayne  Calloway,  F 
siCo  Inc.'s  CEO.  "Clearly  we're  going  to  i 
ticipate  in  that,  and  so  is  Coke." 
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Consider  everything  this  symbol  represents. 
Now  apply  it  to  an  insurance  company. 


Strength.  Integrity. 
Commitment. 

These  qualities  have  dis- 
tinguished Merrill  Lynch  in 
the  world  of  finance.  The 
same  qualities  apply  to  our 
insurance  company.  They 
have  enabled  us  to  accumu- 
late over  $11  billion  in  assets. 

Our  philosophy  is  simple. 
Insurance  should  be  an 
integral  part  of  your  overall 
financial  portfolio. 

Our  products  are  innova- 
tive. They  seek  to  offer 
competitive  returns  and 
investment  fiexibility  in 
addition  to  offering  insur- 
ance protection. 


Our  general  account  invest- 
ment standards  are  sound. 

•  We  invest  primarily  in 
investment  grade  bonds. 

•  Our  liquidity  level  is  over 
75'';i,  significantly  higher 
than  the  industry  average. 

•  We  maintain  less  than  5'Xi 
of  assets  in  commercial 
mortgages  and  real  estate. 

The  Merrill  Lynch  Life 
Insurance  Company  It's 
worth  taking  a  closer  look. 


Contact  your 
Merrill  Lynch  Financial  Consultant 
or  call 

1-800-637-7455,  ext.  2739 


Merrill  Lynch 

A  tradition  of  trust. 
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ThenewOL830hadto 
besmarterthan 

the  LaserJet  in  to  earn 
the  Okidata  OK! 


7!^ 


\\\V 


OPytWTA  -nam 


Smart. 

Smart  price  :$1999^^* 

Gives  you  the  best  font  scaling  and 
graphic  output  from  over  5000  different 
software  applications. 
Offers  17  scalable  plus  26  bitmapped 
fonts,  standard. 

2  megabytes  of  memor\^  for  full-page 
graphics. 

Optional  second  paper  tray  for  second 
sheets,  alternate  letterhead. 
5-year  printhead  warranty.  (Plus  1  year 
parts/labor  on  entire  printer.) 


Not  So  Smart 

•  Not-  so-  smart  price :  $2395-* 

•  Only  supports  font  scaling  and  graphics 
from  a  few  hundred  software  application: 
without  expensive  brain  surgery. 

•  The  best  it  can  manage  without  costly  add- 
ons is  8  scalable  and  14  bitmapped  fonts. 

•  1  meg  is  all  you  get,  standard.  Can't  even 
remember  one  full  page  of  graphics. 

•  No  place  to  add  a  second  tray  You  re 
stuck  with  only  one  kind  of  paper  at  a  time. 

•  Standard  1-year  warranty.  Not  so  smart. 


1/ 


.1)1  lORS- 
CHOK  K 


/ember  26,  199 
Okidata  OL830 


If  you  think  buying  the  smartest  8  pa^^e- 
per-minute  business  printer  is  a  smart  busi- 
ness move,  we  think  you'll  agree  Okidata  s 
new  OL830  is  a  stroke  of  pure  genius. 

It  Takes  Brains 
To  Make  A  Smart  Printer. 

Okidata 's  newest  printer  takes  just 
about  every  important  feature  of  the 
LaserJet  III  and  adds  an  IQ  boost  all  its 
own.  The  OL830  offers  more  typefaces 
,  and  fonts  for  better-looking  documents, 
and  more  standard  memor\'  for  full-page 
graphics.  An  optional  second  paper  tray  fits 
underneath  to  switch  between  letterhead 
and  second  sheet,  or  plain  paper  and  en- 
velopes, without  reloading.  And  the 
OL830's  5 -year  printhead  warrant)^  is  the 
longest  in  the  industrx;  All  for  a  suggested 
retail  price  that  s  hundreds  of  dollars  less 
than  the  LaserJet  III.  No  wonder  PC 
Magazine  just  gave  the  Okidata  OL830 
their  Editors'  Choice  award,  naming  it  the 
best  inexpensive  printer  of  its  t\'pe  available. 

So  Smart,  It  Already 
Knows  Your  Software. 

To  give  our  smart  printer  even  more 
smarts,  we  include  Printer  Control  Panel" 
autoswitching  software  from  LaserTools®-a 
$149  value.  By  switching  automatically  be- 
tween both  major  printer  emulations 
(Adobe's®PostScript"^W  HP  ^  Laseijet),  the 


OL83()  will  deliver  su- 
perb output  and  daz- 
zling graphics  with 
WordPerfect,® 
Lotus®  1-2-3,® 
Harvard  Graphics,®  or 
just  about  any  software 
package,  present 
or  future,  DOS  / 
or  Windows.™ 
Since  it's  also 
fully  -Novell®  ^ 
network-certi- 
fied, users  on  a  LAN 

can  send  output  from  -  

different  applications  at  any  time  without 
printer  headaches. 

Our  Smartest  Feature: 
The  Okidata  OK! 

Most  important,  the  OL830  comes 
with  the  Okidata  OK!-our  personal 
pledge  that  your  new  Okidata  printer  will 
provide  not  just  adequate  performance, 
but  exceptional  per- 
formance-not  merely 
good  value,  but  out- 
standing value. 

For  additional  in- 
formation, or  the  name 
of  an  Okidata  dealer  in 
vour  area,  please  call  us 
at  1  (800)  OKI-DAT\.  OKIDATA  OK! 

We  don t  just  design  it  to  workWe  design  it  to  work  wonders; 

•Maniilklutct's  suggcsccd  retail  pritc.  Dealer  prices  may  var>  -  HP  and  Laseijcr  are  Rcj.  T.M.'s  of  Hewiell  Packard  Inc.  PC  Magazine  is  a  Rej,  T.M.  and  rhc  PC  Vlagaiine  Editors'  Choice  logo  is  a  'I  .M,  of  Ziff-Dans  Publishins.  Adobe  and 
PoM-Sctipt  ate  RcR,  T.M.'s  of  .\Jol)c  Svstcms  Inc.  Printer  Control  Panel  is  a  T.M.  and  LascrTools  is  a  Reg.  T.M.  of  l.aserTools  Corp.  WordPerfect  is  a  Reg.  T.M  of  WordPerfect  Corp.  Lotus  and  1-2-3  are  Reg.  T  M  'scit  Urttis  Development  Corp. 
Hars  ,ird  Crjpliics  is  .1  Reg  1  \l  of  Snfruacc  Publishing  Corp  Windoiis  is  a  T.M.  ofMicrosoft  Corp.  N'ovcll  is  a  Reg.  T  M.  of  N'nvcll,  Inc  Okldala  is  a  Reg  T.M.  and  Okidata  OK!  is  a  T  \l  of  OKI  RIectric  Indiwa  Co .  LTD 

"Wedon'r  just  design  it  to  work  \Ve  design  it  to  work  wonders"  is  j  T  \l  of  OKI  .America  Inc 
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headaches.  The  division  had  long  been 
PepsiCo's  profit  engine:  In  1990,  it  con- 
tributed 42'/'  of  operating  profits  on  just 
2S'  '  of  sales.  But  price  wars  clobbered 
IJi'ofits,  and  the  restructuring  knocked 
out  a  year's  profit  growth  for  the  unit. 
Long-term  prospects  look  promising.  Be- 
yond $100  million  in  expected  annual 
savings,  Frito-Lay  CEO  Roger  Enrico  is 
seeking  further  efficiencies  by  cutting 
line  items  and  looking  into  direct  plant- 
to-store  distribution.  He  says  Frito-Lay 
should  top  10'^  profit  growth  in  1992. 

Some  splashy  moves  on  the  advertis- 
ing front  may  help.  Calloway,  who  hired 
Madonna  and  Michael  Jackson  to  hawk 
Pepsi-Cola,  is  pouring  big  money  into 
Frito-Lay  ads  this  year.  Frito-Lay  is 
spending  more  than  $2  million  on  a  live 
comedy  special  that  will  air  on  the  Fox 
Broadcasting  Co.  network  across  from 
the  Super  Bowl  halftime  show. 

When  it  comes  to  advertising,  Pepsi- 
Cola  continues  to  steal  the  limelight.  But 
that  hasn't  been  enough.  Although  Pepsi 
brands  have  slowly  upped  U.  S.  market 
share,  to  83.2'>,  Coke,  with  40.9'-'  now, 
has  gradually  widened  its  lead,  says  Jes- 
se Meyers,  publisher  of  Beverage  Di- 
gest. Coke  has  won  fountain  business 
from  Pepsi,  notably  Burger  King  Corp. 
and  Wendy's  International  Inc.,  by  con- 
vincing the  chains  that  PepsiCo,  as  a 
competitor  in  fast  food,  shouldn't  get 
their  business. 

Calloway  won't  back  down  from  the 
cola  wars,  but  mindful  of  the  success  of 
fruit-based  and  other  noncola  drinks,  he 
thinks  it's  vital  for  Pepsi  to  expand  the 
market  as  well.  Pepsi  has  signed  mar- 
keting agreements  with  Ocean  Spray 
Cranberries  Inc.  and  Thomas  J.  Lipton 
Inc.  And  its  cjuest  for  successful  bottled 
water  and  sports  drinks  continues  with 
H20h!  and  .\\\  Sport  in  test  markets. 
'ROOM  ENOUGH.'  For  the  biggest  oppor- 
tunities, Calloway  is  looking  overseas. 
PepsiCo's  restaurant  businesses  already 
operate  in  60  countries,  but  Calloway 
says  those  areas  are  hardly  saturated. 
Its  snacks  business  operates  in  24  coun- 
tries. In  soft  drinks.  Coke  remains  king 
overseas,  outselling  Pepsi  by  3  to  1,  so 
Pepsi  is  waging  a  guerrilla  war  in  select- 
ed markets.  With  the  international  bev- 
erage market  set  to  grow  30?^  yearly 
through  the  1990s,  says  Calloway, 
"there's  room  enough  for  both  of  us." 

If  anything  holds  PepsiCo  back, 
Calloway  says,  it's  finding  the  right  peo- 
ple to  manage  its  businesses.  "We  have 
consciously  and  deliberately  created  a 
corporate  culture  that  sanctions  individ- 
ual power,"  Calloway  told  a  roomful  of 
executive  search  consultants  PepsiCo  as- 
sembled last  December.  If  his  strategy 
unleashes  chaos,  Calloway  will  have  to 
answer  for  it.  If  it  works,  he  can  credit 
the  employees. 

By  Andrea  Rothniaii  In  Purchase.  N.  Y. 
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INVESTMENT  I 


AN  INVESTMENT  BOOM? 
NOT  SO  FAST 


Capital  is  cheaper,  but  low  savings  and  demand  will  hurt 


For  most  of  the  1980s,  it  was  a  famil- 
iar refrain:  The  cost  of  capital  in 
the  U.  S.,  business  executives  and 
economists  agreed,  was  simply  too  high. 

On  that  stark  fact  was  blamed  a  litany 
of  ills.  Because  of  the  high  cost  of  capi- 
tal, U.  S.  companies  couldn't  borrow  as 
cheaply  as  German  or  Japanese  compa- 
nies. Because  of  the  high  cost  of  capital, 
U.  S.  companies  couldn't  raise  equity  as 
readily  as  their  overseas  competitors. 
Because  of  the  high  cost  of  capital,  busi- 
ness investment  in  the  U.  S.  grew  at  a 
paltry  rate.  Because  of  the  high  cost  of 
capital,  the  U.  S.  economy  was  hopeless- 
ly disadvantaged  in  the  global  economic 
sweepstakes. 

Well,  the  cost  of  capital  in  the  U.  S., 
by  most  people's  reckoning,  has  come 


speculative  bubble  has  burst,  and  equity 
values  have  tumbled.  And  in  Germany, 
borrowing  rates  are  climbing. 

So  it  would  seem  that  it's  time  for  the 
other  shoe  to  drop — for  investment  to 
pick  up  and  for  the  U.  S.  to  gain  some 
competitive  advantage.  "U.  S.  and  Japa- 
nese companies  are  lined  up  right  next 
to  each  other,"  says  Yozo  Nishimura, 
economist  at  Bank  of  Tokyo.  "The  dif- 
ference [in  the  cost  of  capital]  is  gone." 
There  are  good  reasons  to  believe  that 
the  1990s  might  herald  a  much-needed 
investment  revival  in  the  U.  S.,  and 
there's  little  doubt  that  investment  will 
in  fact  enjoy  a  cyclical  rebound  once  the 
economy  moves  out  of  recession.  But  it's 
too  soon  to  forecast  an  investment  boom 
in  the  1990s,  and  most  observers  are 


THE  COST  OF  CAPITAL 
IS  FALLING... 


...AND  INVESTMENT 
SHOULD  REVIVE... 
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DATA  SHEARSON  UHMAN  BROTHERS  INC ,  BW  ESTIMATE 


DATA:  DRI/M(GIWW-HILL 


down  over  the  past  year  or  so.  The  full- 
percentage-point  cut  in  the  Federal  Re- 
serve's discount  lending  rate  in  Decem- 
ber and  the  current  rally  in  U.  S.  equity 
prices  have  pushed  the  cost  of  obtaining 
funds  lower.  Today,  corporate  issuers 
have  to  pay  about  A''^'  on  90-day  commer- 
cial paper,  down  from  T/'<  a  year  ago. 
Longer-term  borrowers  price  their  debt 
off  10-year  U.  S.  Treasuries  that  yield 
T/<  today,  vs.  8.1'^  a  year  ago.  Measures 
of  the  cost  of  funds  to  corporations 
show  a  marked  decline  in  recent  years 
(chart).  Meanwhile,  the  cost  of  capital 
has  ratcheted  up  overseas.  In  Japan,  in- 
terest rates  have  been  falling — but  the 


only  guardedly  optimistic  about  the  in- 
vestment outlook. 

That's  because  investment  isn't  deter- 
mined by  cost  alone.  Economists  still 
worry  about  the  low  savings  rate  in  the 
U.  S.  and  the  chances  that  there  will  be 
more  intense  competition  for  the  global 
supply  of  savings  in  the  1990s,  as  the 
world  economy  recovers  and  new  invest- 
ment opportunities  are  pursued.  That 
could  affect  not  only  the  price  but  also 
the  availability  and  allocation  of  capital. 
Then  there  are  concerns  about  the 
health  of  demand.  Says  Neal  M.  Soss, 
chief  economist  at  First  Boston  Corp.: 
"The  cost  of  capital  is  merely  one  incen- 
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i^e.  Companies  won't  invest  and  take  on 
?w  business  risks  unless  they  think 
lere's  a  market  for  their  products." 
Near-term,  the  weight  of  the  evidence 
)pears  to  favor  a  pickup  in  investment. 
or  starters,  lower  funding  costs  are  en- 
)ling  companies  to  refinance  their  debt 
id  shore  up  their  balance  sheets.  In 
■cent  weeks,  big  names  such  as  Ameri- 
m  Telephone  &  Telegraph  Co.  have 
?en  able  to  raise  long-term  debt  at  less 
lan  a  full  percentage  point  above  the 
)-year  U.  S.  Treasury  rate  of  7.4?;  .  Ini- 
il  public  offerings  have  spurted  higher. 
HIDING  BLOCKS.  Most  of  the  monies 
•en't  going  toward  new  plant  and 
juipment  but  toward  lightening  debt 
ardens  accumulated  in  the  1980s  or,  in 
)me  instances,  financing  delayed  acqui- 
tions.  Northeast  Utilities  in  Berlin, 
onn.,  has  been  trying  for  almost  four 
jars  to  acquire  Public  Service  Co.  of 
ew  Hampshire  and  control  of  its  Sea- 
•ook  nuclear  plant.  That  goal  now  ap- 
?ars  within  reach.  Mostly,  to  finance 
le  deal,  NU  is  selling  30  million  shares 
■  stock,  which  at  current  prices  should 
it  about  $690  million,  considerably 
ore  than  the  $540  million  NU  might 
ive  garnered  four  years  ago. 
For  most  of  the  1980s,  companies  that 
anted  to  expand  chose  to  buy  rather 
lan  build.  In  the  1990s,  economists  are 
jping,  it  will  become  more  economical 


lUT  ITS  SHARE  OF  THE 
OHOMY  WILL  STAY  LOW 


PRIVATE  NONRESIDENTIAL  FIXED 
INVESTMENT,  AS  A  PERCENT  OF  GDP 
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rice  again  to  build,  and  not  merely  be- 
luse  of  more  favorable  terms  in  the 
nancial  marketplace.  "Government  has 
nally  gotten  the  word  that  capital  for- 
lation  is  a  critical  imperative,"  says  Ste- 
hen  S.  Roach,  senior  economist  at  Mor- 
an  Stanley  &  Co.  Congress  is 
3nsidering  reviving  some  form  of  the 
ivestment  tax  credit  (ITC),  so  that 
3ending  on  equipment  over  and  above 
3me  historical  average  would  be  re- 
'arded.  Also  under  discussion  is  a  care- 
ally  targeted  capital-gains  tax,  which 
light  be  applied  only  to  investments  in 
ew  startups. 

In  the  short  run,  it's  difficult  to  know 
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how  much  incremental  investment  oc- 
curs thanks  to  such  tax  subsidies,  says 
James  M.  Poterba,  an  economist  at  Mas- 
sachusetts Institute  of  Technology,  since 
they  generally  kick  in  just  as  the  econo- 
my is  recovering.  But  over  the  longer 
haul,  he  says,  "most  economists  would 
agree  that  an  iTC  leads  to  a  higher  level 
of  capital  accumulation." 

And  there  are  other  factors  that 
might  prop  up  investment  spending — de- 
mographic changes,  for  one.  Labor-force 
growth  is  likely  to  slow  to  1.2%'  a  year  in 
the  1990s,  from  1.5%'  in  the  198()s.  The 
current  wisdom  is  that  with  the  supply 
of  highly  skilled  and  educated  people 
dwindling,  employers  will  be  forced  to 
spend  money  training  new  workers.  But 
they  may  not  choose  that  path.  Just  as 
labor,  being  plentiful,  was  a  cheap  sub- 
stitute for  capital  in  the  1980s,  the  re- 
verse might  be  true  in  the  1990s.  Execu- 
tives might  decide  that  labor  is  too 
expensive  relative  to  capital  and  step  up 
investment  in  labor-saving  equipment. 
'INDUCEMENT  TO  INVEST.'  To  some  ob- 
servers, it  would  seem  that  the  U.  S.  has 
underinvested  for  so  long,  and  at  such 
detriment  to  its  competitive  position, 
that  capital  spending  will  rise  in  the 
1990s  simply  because  it  has  to  rise.  In 
the  1980s,  according  to  calculations 
made  by  First  Boston's  Soss,  compound 
annual  growth  in  "productive"  capital 
stock,  excluding  consumer  housing  and 
consumer  durables,  was  2.1%,  down 
from  3%  in  the  1970s,  4.3%  in  the  1960s, 
and  3.9%'  in  the  1950s.  And  figures  from 
DRi/McGraw-Hill  show  that  in  the  1980s, 
total  fixed  investment  as  a  share  of  out- 
put averaged  15%<''  in  the  U.  S.,  trailing 
that  of  all  major  trading  partners 
(chart). 

In  order  for  past  not  to  be  prologue, 
there  has  to  be  what  John  Maynard 
Keynes  called  an  "inducement  to  in- 
vest." And  that  depends  on  three  crite- 
ria— a  company's  rate  of  interest  (or 
cost);  its  marginal  efficiency  of  capital 
(or  return);  and,  finally,  its  long-term  ex- 
pectations. Here,  like  much  else  in  the 


economy,  both  supply  and  demand  con- 
siderations play  a  role. 

First,  there  is  the  matter  of  supply. 
Textbooks  teach  that  over  time,  invest- 
ment must  equal  savings,  and  most  ob- 
servers expect  net  national  savings  in 
the  U.  S. — the  financial  surplus  of  the 
private  sector  and  state  and  local  gov- 
ernments minus  the  federal  deficit — to 
account  for  3%'  to  4%  of  output  in  the 
1990s,  a  far  smaller  share  than  the  7%'  to 
8%'  it  averaged  in  the  1960s  and  1970s. 
That,  in  turn,  means  investment  will 
take  a  smaller  share  of  output. 

Capital  inflows  from  abroad,  like 
those  of  the  1980s,  will  continue  to  sup- 
plement domestic  savings,  though  at  a 
reduced  pace.  "As  long  as  the  rate  of 
savings  in  the  private  sector  is  low,  dis- 
saving in  the  public  sector  is  large,  de- 
mand for  capital  in  Germany  is  large, 
and  Japan  is  less  of  a  capital  exporter," 
says  Benjamin  M.  Friedman,  economist 
at  Harvard  University.  "I  don't  see  how 
capital  on  a  worldwide  basis  is  going  to 
be  any  less  scarce,"  he  adds.  That  means 
both  the  price  and  the  availability  of  cap- 
ital may  be  constrained. 
HIGH  HURDLES.  But  perhaps  the  biggest 
unknown  in  forecasting  capital  outlays 
is  the  long-term  outlook  for  demand,  and 
that  pertains  to  Keynes's  point  about 
long-run  expectations.  If  U.  S.  execu- 
tives aren't  convinced  that  growth  will 
revive  around  the  globe  and  that  de- 
mand for  U.  S.  products  will  rally,  there 
will  be  little  incentive  for  them  to  take 
big  risks  in  the  1990s. 

Most  managers  contemplating  invest- 
ment projects  still  contend  with  internal 
"hurdle  rates"  of  at  least  15%  to  18%'. 
Those  numbers  represent  what  the  proj- 
ect must  return  to  the  corporation  as  a 
payoff  for  earmarking  the  resources, 
and  uncertainty  about  the  economic  out- 
look is  keeping  those  hurdle  rates  high. 
Eventually,  argues  MIT's  Poterba,  if  a 
lower  cost  of  capital  is  sustained  in  the 
U.  S.,  they  should  decline.  Otherwise, 
companies  may  find  themselves  giving 
up  profitable  opportunities — or  yielding 
control  to  new  owners  who  detect  those 
opportunities.  For  now,  though,  it  is  un- 
realistic to  expect  a  rapid  adjustment 
based  on  changes  in  interest  rates  and 
equity-raising  costs  that  may  not  last. 

These  days,  high  hurdle  rates  and 
still-punishing  debt  levels  might  be 
enough  to  make  executives  think  twice 
about  new  investment.  But  when  they 
contemplate  the  near-stagnation  of  three 
years  in  which  the  average  annual  gain 
in  output  has  been  0.9% ,  it's  not  surpris- 
ing that  many  executives  are  gun-shy 
about  taking  risks.  The  "new  prudence" 
in  executive  suites,  warns  First  Boston's 
Soss,  is  what  most  threatens  to  keep  a 
lid  on  investment  in  the  1990s. 

By  Karen  Pennar  in  New  York,  with 
bureau  reports 
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DELIVERY  TO  CONTINENTAL  UNITED  STATES  ONLY 

In  MN  add  6  5' 


DAMARK  INTERNATIONAL,  INC. 

7101  Winnetka  Ave  N  . 
P  O  Box  29900  Minneapolis,  MN  55429-0900 

Copynghl  1991  DAMARK  International,  Inc 
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FOR  AD  RATES 

fli  !■  D  if 31  Ivr33  n  ifvttn 

BUSINESS  WEEK 

AND  INFORMATION 

MARKET-PLACE 

PHONE: 

mUm  il  ni/FTB^I  il 

100  EAST  OHIO  STREET 

(312)  337-3090 

mUmnUKm  f         fli  t 

SUITE  632 

OR  WRITE: 

M  vl#lfiflC  f  ■  L#ILC 

CHICAGO,  IL6061 1 

FAX:  (312)337-5633 

Automotive 


Never  Dry  Start  Your  Engine  Again! 

Did  you  know  that  80%  of  engine  wear  occurs  in  the  first  10  seconds  after 
startup'f'  When  engine  oil  drains  back  to  the  crankcase,  critical  engine  parts 
are  left  DRY  and  UNPROTECTED  /.u/jr/Wm-Perma-Treat  ADDED  ONCE 
to  your  engine  oil  solves  this  problem  and  goes  on  protecting  against 
friction  and  wear  for  up  to  50,000  MILES  with  its  SUPER-SLICK,  SUPER- 
THIN  coating  of  IVIicroflor"  Ivlicroflor'  outperforms  all  other  solid-film  lubri- 
cants without  fear  of  detrimental  and  damaging  side  effects  associated  with 
MOLY,  GRAPHITE  or  P  T,F,E.  products 

Why  pay  more  -  SAVE  SSS  Single  Treatment,  Auto,  R  V  or  light  truck  ■  $1 7  95  +  S4  00  S&H 
Save  $10  00  for  2  vehicles  (2  pints)  -  $29  90  ■^  $4  00  S&H 
Save  $48  00  for  6  vehicle  fleet  (6  pints)  -  $79  70  +S4  00  S&H 
Send  check  or  money  order  to  Lubrifilm  Perma-Treat 
7100  Grandview  Ave  #1  Arvada  CO  80002       MCA'Isa  1-800-682-8820 


Menswear/Fashion 


BIG&TALL 

CLASSICS 


Men's  Clothiers  Since  1922 

Call  or  write  for 

FREE  CATALCX3 

1-415-454-1565 
925  4th  St..  San  Rafael,  CA  94901 


men's  WIDE  SHOES 


EE-EEEEEE,  SIZES  5-13 

Extra  widtti  for  men  who_need  it 
Excellent  variety, 
styling  and 
quality 
Send 
for 
FREE 
CATALOG' 

The  Widesl  Selection  ol  Ihe  WiJesl  Shoes  Anywhere' 
HITCHCOCK  SHOES,  INC 

l)upt..S.S  A  Hinsham.  ,M.\  (12(1-1,^ 


Sales  Promotion/Marketing 


Sales  Leads  &  Mailing  Lists 


'  9  Million  U  S  Businesses  - 
leleplione  Veiilied  with  Contaci  N^me  M  tmployee  Size 


T  Million  Hicin  Incotne  Ameituns 

Milhun  UnaiJi,in  Businesses 


•  U  Million  Consufneis/Rcsidenb 
'  Opooiiuniiy  Saiieis 


FREE  Catalog  -  Call  (402|  331-7169  or  write 
American  Business  Lists 

PO  Bo.  27347  Depl  01 -062  •  Omaha  NE  68127 


120,000  Manufacturers 
in  one  Directory 


Now  there's  one  convenient  source 
for  tfie  biggest  spenders  in  U-S, 
industry  Ttiese  manufacturers 
account  for  over  SI  trillion  in 
purcfiases  each  year. 

Listings  include:  contact  names, 
number  of  employees,  SIC  codes, 
sales  volume,  and  more  All  ttiis  for 
only  S315...  an  amazing  bargain! 

Call  (402)  593-4600  to  order  your 
copy  today,  supply  is  limited. 


American  Business  Directories 
P.O.  Box  27347  •  Omalia,  NE  68127 
Fax:(402)331-5481 


Health/Fitiess 


OF 

SMOKE 
POLLEN 

pOLLU^^O^ 


PowertuI  EnergAire '  Ionizer  continuously  purities 

upto4,000cu  K  (alargeroom)otpollutedairandmakes 
It  breathable  and  invigorating  Restores  natural  ion  bal- 
ance to  unhealthy  environments.  Removes  even  mi- 
croscopic pollution  panicles  not  removed  by  otiier 
methods  ot  aif  punticalion 

EnergAire  was  rated  Number  One  tor  speed  ol  re- 
moval ol  cigatelte  smoke  by  the  leading  consumer  pro- 
tection magazine 

EnergAire  works  the  way  nature  cleans  the  air  Like 
lightning,  it  produces  a  concentration  ol  negative  ions 
which  attach  themselves  to  pollution  particles  causing 
both  to  tall  harmlessly  to  the  lloor  Unlike  more  expen- 
sive fan-tilter  ionizers,  EnergAire  has  no  filters  lo  buy 
and  change  (saves  lime  and  money)  and  no  Ian  (no 
noisei ,  requires  no  maintenance 
EnergAire  uses  less  than  3  watts  -  plugs  into  standard 
1  lOvolloutiel  9"high  3"dia  lib  Manulaclured  by  Mi- 
cron in  theUS  A  Immediate  shipment 
30-DAY  MONEY-BACK  GUARANTEE.  1 2-MONTH  WARRANTY 
TOORDER:SendS59  95plus$4  OOeachshippingim 
Mass  add  5°o  sales  tax)  by  check,  money-order, 
MasterCard  or  Visa  number  and  expiration  dale  lo 
MICRON  SALES  COMPANY.  Dept  486,  170  Kerry 
Place,Norwood,MA02062... -CALL  TOLL  FREE(any- 
time)  1-800-334-0854,  Extension  651  ^or  information 
caliei:  3:'>;  S6~S  ASKF0RPR0DUCTNUMBER486, 


Advertising 


AD-PRENEUER 

A  total  advertising  service  company  with  no 
competition  Nobody  does  what  we  do. 
Unique  broadcast  technology  Fortune  500 
clients.  14  years  in  business  Impressive 
gross  profit  Perfect  fit  for  consumer  prod- 
ucts manufacturer,  ad  agency  or  large  retail 
Cham,  wanting  to  cut  advertising  production 
cost  60%  Gam  24  national  clients  in  the 
process 

Inquires  to  John  Reeves  at  1-800-253-5125 


Corporate  Incentives 


Be  Remembered, 
Give 


\CJI3IB 


800-633-5200 

in  Mass.  617-229-2589 

For  .in\'  o^L,isi*Mi.  an\'  skier  or  goiter  will 
treasure  a  Jav  at  their  favorite  sport.  Each 
UNIVERSAL  TICKET  entitles  the  bearer 
to  one  day  of  skiing  OF  18  holes  of  golf. 
North  America's  finest  ski  resorts,  anci  a 
tine  selection  of  New  England  golf  courses 

accept  UNIVERSAL  SKI  or  GOLF  TICKETS. 

Corporate  /nceritue  Progmms  Available. 
Ski  Tickets  are  $41.00  each 
Golf  Tickets  are  $32.00  each 
plus  $1.00  S&.H,  MC/Visa 

Corporate  Sports  Incentives,  Inc. 

PO  Box  578  Mernnnack,  NH  03054 


  Tlie  Varsity  Jacket  

MaJe  To  Order  -  CKoice  Of  Colors 

Tlie  finest  w,i„ls  leatliers. 
Custom  Emijroiclered 

Y.Hir  Ing,.,  crest  ,>r  m,.nogram, 

WKipetick  Farm  Embroidery 


PRESLRVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 

saving  a  landmark,  reviving  your 

neighborhood- 
Gain  a  vvealth  of  experience  and 

help  preserve  our  historic  and 

architectural  heritage.  Join  the 

National  Trust  for  Historic 

Preservation. 

Make  preservation  a  blueprint  for 

the  future. 

Wr;  ft'. 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massacliusetts  Ave.,  N.W. 
Wasliington,  D.C.  20036 


LEVISIONI 


low  GOOD  IS  ATTENDANCE 
N  CHRIS  WHITTLE'S  CLASS? 


Channel  One  may  not  be  delivering  the  viewers  it  sold  sponsors  on 


dvertisers  and  rival  media  execu- 
tives  sometimes  wonder  whether 
Chris  Whittle  is  a  visionary  or  a 
an  who  could  sell  ice  cubes  to  Eski- 
,os.  Whittle's  most  controversial  proj- 
;t,  Channel  One,  isn't  likely  to  provide 
le  answer.  The  media  entrepreneur  in- 
oduced  the  satellite  TV  network  in  1989 
ith  the  extravagant  promise  that  it 
ould  reach  millions  of  children  aged  12 
I  17  in  their  own  classrooms.  Despite 
erce  opposition  from  educators, 
Hiittle  signed  up  10,000 
;hools.  And  today,  more 
lan  6  million  students 
*e  exposed  to  Channel 
ne's  12-minute  dose  of 
2ws  and  commercials. 
At  least  that's  what 
/■hittle  tells  PepsiCo, 
[ars,  Philips  Electronics, 
nd  the  12  other  marketers 
s  persuaded  to  buy  spots 
n  Channel  One.  But  a  re- 
mt  sampling  by  the  Na- 
onal  Education  Assn.  (NEA) 
lys  only  407c  of  students 
:tually  watch  the  program, 
nd  some  ad  execs  are 
parting  to  question  wheth- 
[•  Channel  One's  audience 
as  desirable  as  Whittle 
romised:  "There  needs  to 
e  some  sort  of  independent 
erification  of  viewership,"  says  Michael 
>.  Moore,  worldwide  media  director  of 
•'Arcy  Masius  Benton  &  Bowles  Inc., 
'hich  represents  Procter  &  Gamble  Co. 
nd  other  sponsors.  "This  is  something 
dvertisers  are  looking  at." 
ECOND  THOUGHTS.  Such  skepticism  is 
ot  new  for  Whittle,  who  has  often 
lised  hackles  by  claiming  that  his  niche 
roducts  reach  more  targeted  audiences 
lan  traditional  media.  But  it  is  a  trou- 
ling  development  for  a  venture  already 
nder  fire  from  people  who  object  to 
ammercials  in  classrooms.  Now,  the  fu- 
ar  seems  to  be  worrying  some  of  Chan- 
el One's  advertisers  and  prominent  sup- 
orters. 

One  sponsor,  Nike  Inc.,  is  having  sec- 
nd  thoughts  about  renewing  its  con- 
ract:  "You  have  to  step  back  and  take  a 
)ok  at  the  ethical  issues,"  says  Adver- 


tising Director  Scott  A.  Bedbury.  The 
Texas  school  board  has  said  that  it  will 
consider  a  ban  on  Channel  One  next 
month.  In  the  wake  of  that,  Texas-based 
billionaire  H.  Ross  Perot  resigned  from 
Channel  One's  advisory  board  on  Jan.  9 
because  ads  in  schools,  he  told  business 
WEEK,  are  "not  something  I  want  to  lend 
my  name  to."  After  Perot  sent  his  resig- 
nation, Whittle  persuaded  him  to  wait 
until  he  could  meet  with  company  execs. 

All  this  should  give  Whittle  pause. 
Channel  One  accounts  for  about  407  of 


to   reach   an   often   elusive  audience. 

But  even  research  Whittle  supplies  to 
sponsors  says  only  587  of  students 
watch  the  program.  The  trouble  is,  most 
schools  show  it  during  homeroom  peri- 
ods, which  are  filled  with  administrative 
chores  and  other  distractions.  "Home- 
room is  a  busy  time.  The  last  thing  I 
need  is  the  TV  blaring,"  says  one  Hous- 
ton teacher,  who  won't  give  her  name 
for  fear  of  losing  the  free  TV  Whittle 
gives  to  every  classroom  that  signs  up. 

Indeed,  the  lure  of  free  TVs  is  one 
reason  Whittle  has  signed  up  so  many 
schools.  But  the  nea,  which  opposes 
Channel  One,  claims  that  the  majority  of 
Whittle  schools  are  in  rural  areas  that 
are  financially  strapped,  so  they're 
hungry  for  the  equipment.  Most  big  sub- 
urban districts  already  have  TVs.  They 
also  have  the  more  affluent  students 
whom  advertisers  want  to  reach.  Whittle 
doesn't  break  down  Channel  One's  audi- 
ence into  rural,  urban,  and  suburban  dis- 
tricts. But  Winter  says  it  has  a  foothold 


the  revenue  of  Whittle  Communications 
LP,  half-owned  by  Time  Warner  Inc.  The 
Knoxville  company  also  produces  Spe- 
cial Reports,  a  magazine  and  TV  service 
distributed  to  doctors'  offices.  Channel 
One's  impressive  growth  helped  boost 
company  revenues  307',  to  $207  million, 
in  the  fiscal  year  ended  last  June. 

Whittle  was  unavailable  for  an  inter- 
view. But  Ed  Winter,  head  of  Whittle 
Educational  Network,  says:  "We've  nev- 
er lost  a  single  advertiser.  So  that  tells 
me  they're  pleased  with  the  results."  He 
points  out  that  Channel  One  reaches  337 
of  students  aged  12  to  17 — up  to  three 
times  as  many  as  top-rated  network  TV 
shows.  What's  more,  at  an  average  cost 
of  $157,000  per  30-second  spot,  Channel 
One  is  only  half  the  price.  Indeed,  most 
of  Channel  One's  advertisers  believe  the 
broadcast  is   a  highly  effective  way 


in  and  around  16  major  cities. 

Most  advertisers  signed  three-year 
contracts  when  Channel  One  was 
launched,  so  any  fallout  won't  come  un- 
til renewal  time  later  this  year.  The  com- 
pany already  plans  to  invest  $50  million 
to  sign  up  an  additional  2,500  schools. 

But  further  expansion  may  be  tough. 
Whittle  lost  a  potential  infusion  of  $350 
million  late  last  year  when  a  partnership 
deal  with  LBO  firm  Forstmann  Little  & 
Co.  fell  through,  largely  because  senior 
partner  Theodore  J.  Forstmann  doubted 
Whittle's  ambitious  growth  projections. 
Whittle  executives  say  they  plan  to  an- 
nounce news  in  late  January  that  could 
affect  the  company's  finances.  But  if  ad- 
vertisers start  harboring  doubts  about 
Channel  One,  the  debate  over  growth 
could  quickly  become  academic. 

By  Walecia  Konrad  in  Atlanta 


trsonal  Business 
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Health 


WHEN  PAIN  ITSELF 
IS  THE  DISEASE 


Penny  I'owan 
had  been  suf- 
fering' from  fi- 
bromyalgia for  six 
years  before  siie  went 
to  the  Cleveland  Clin- 
ic. A  type  of  soft-tis- 
sue arthritis,  the  con- 
dition is  painful, 
debilitating,  and  in- 
curable. "When  I  got 
to  the  pain  unit,  I 
couldn't  even  hold  a 
cup  of  coffee,"  says 
Cowan.  She  spent  sev- 
en weeks  at  the  clinic, 
where  a  multidisci- 
plinary  team  of  health 
care  pi'ofessionals  did 
the  opposite  of  what 
other  doctors  had 
done:  Instead  of  con- 
centrating on  Cowan's 
physical  symptoms, 
they  focused  on  her 
quality  of  life. 

One  out  of  three 
Americans  suffers 
chronic  pain,  ranging 
from  persistent  back- 
aches or  migraines  to 
the  agony  of  cancer. 
Yet  until  fairly  re- 
cently, much  of  the 
medical  community 
neglected  the  treat- 
ment of  pain.  Now, 
appnjaches  are  evolv- 
ing to  help  millions  of 
people  who  have  been 
frustrated  by  conven- 
tional medicine.  Clin- 
ics treating  chronic 
pain  have  opened 
around  the  U.  S.,  re- 
turning people  to  pro- 
ductive live^, 
NOT  A  SYMf»?OM.  A  major 
breakthrough  has  been  the 
recognition  that  chronic  pain 
differs  from  acjce  pain  and 
shouldn't  be  treated  the  same 
way.  Acute  pain  generally  re- 
sults from  an  injury  or  trau- 
uia,  and  it  abates  when  its  or- 
'anic  cause  is  heah  d.  So 
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acute  pain  is  treated  as  a 
symptom.  But  "with  chronic 
pain,  the  pain  is  the  disease," 
says  Dr.  Norman  Marcus,  di- 
rector of  the  New  York  Pain 
Treatment  Program  at  Lenox 
Hill  Hospital.  Recent  research 
has  shown  that  the  central 
nervous  system  may  even 


process  the  signals  for  these 
two  types  of  pain  differently. 

Many  pain  experts  now  be- 
lieve chronic  pain,  usually  de- 
fined as  lasting  six  months  or 
more,  responds  best  to  treat- 
ment that's  virtually  opposite 
to  that  for  acute  pain.  For  ex- 
ample, a  patient  with  a  bro- 


ken leg  should  rest, 
take  pain  medication 
as  needed,  and  pay  at- 
tention to  any  in- 
crease in  discomfort. 
But  a  patient  with 
chronic  neck  pain 
should  exercise  mod- 
erately, end  any  de- 
pendence on  drugs, 
and  avoid  "pain  be- 
havior"— the  tenden- 
cy to  focus  one's  con- 
sciousness and  to 
organize  one's  activity 
level  around  the  pain. 

Successful  therapy 
reeducates  patients, 
in  addition  to  address- 
ing their  suffering. 
"Chronic  pain  man- 
agement is  an  ongo- 
ing process,"  says 
Cowan,  now  executive 
director  of  the  non- 
profit American 
Chronic  Pain  Assn.  in 
Sacramento,  Calif. 
TEAMWORK.  The  best 
pain  clinics  teach  cop- 
ing skills,  as  well  as 
providing  state-of-the- 
art  medical  treatment. 
While  no  uniform 
method  has  been  de- 
veloped to  certify  pain 
facilities,  the  Commis- 
sion on  Accreditation 
of  Rehabilitation  Fa- 
cilities (CARF)  has  de- 
veloped standards  for 
multidisciplinary  clin- 
ics, with  the  help  of 
the  American  Pain  So- 
ciety. Currently,  there 
are  127  CARF-accredit- 
ed  clinics  in  the  U.  S. 
Close  to  1,000  nonaccredited 
facilities  bill  themselves  as 
pain  clinics,  but  they  often 
consist  of  a  single  practitio- 
ner, such  as  a  chiropractor  or 
biofeedback  specialist.  Ameri- 
can Pain  Society  President 
John  Reeves  thinks  pain  pa- 
tients should  stick  to  multidis- 


SOURCES  OF  HELP  FOR 
PEOPLE  WHO  HURT 


INFORMATION,  REFERRALS,  AND  SUPPORT  GROUPS 


►  American  Chronic  Pain  Assn.,  Sacramento,  Calif. 
(916  632-0922) — Self-help  organization  for  pain  patients, 
publishes  workbook,  teaches  coping  skills 

►  National  Chronic  Pain  Outreach  Assn.,  Bethescia,  Md. 
(301  652-4948) — Information  clearinghouse,  mokes  referrals, 
publishes  newsletters 

►  American  Pain  Society,  Skokie,  III.  (708  966-5595) 
Professional  organization  of  physicians  and  pain-management 
experts.  Makes  referrals 


MULTIDISCIPLINARY  CUNICS 


This  selective  list  names  top  programs  based  on  similar  philosophies 
of  pain  management,  though  some  put  slightly  stronger  emphasis 
on  psychiatry  or  neurology 

^  Cleveland  Clinic  Foundation  Research  Institute 

(216  444-3900) 

►  Johns  Hopkins  Pain  Management  Service,  Baltimore 
(301  955-1816) 

►  Mayo  Clinic's  Pain  Management  Center  at  St.  Mary's 
Hospital,  Rochester,  Minn.  (507  255-5921) 

►  Mensana  Clinic,  Stevenson,  Md.  (410  653-2403) 

►  New  York  Pain  Treatment  Program,  Lenox  Hill  Hospital, 
New  York  City  (800  548-3242) 

►  Pain  Control  &  Rehabilitation  Institute  of  Georgia,  Atlanta 
(404  297-1400) 

►  University  of  Miami  Comprehensive  Pain  &  Rehabilitation 
Center  at  Southshore  Hospital,  Miami  (305  672-3700) 

►  University  of  Washington  Pain  Center,  Seattle 
(206  548-4282) 


CANCER  CENTERS 


These  cancer  care  and  research  hospitals  also  have  multimodality 
clinics  devoted  to  pain  management  and  quality  of  life 

►  Fred  Hutchinson  Cancer  Research  Center,  Seattle 
(206  667-5000) 

►  Memorial  Sloan-Kettering  Cancer  Center,  New  York  City 
(212  639-2000) 


plinary  treatments.  Most 
iRF-accredited  clinics  are 
affed  by  neurologists,  psy- 
iatrists,  physical  therapists, 
mily  counselors,  and  other 
ofessionals  who  work  as  a 
am  in  a  comprehensive  re- 
.bilitation  program. 
Why  does  a  multidisciplin- 
y  approach  often  succeed 
tter  than  long-term  medica- 
)n  or,  say,  nerve-block  ther- 
ly?  "Chronic  pain  is  more 
an  a  pain  experience,"  says 
mox  Hill's  Marcus.  "It's  an 
terruption  of  a  person's 
e."  Doctors  accustomed  to 
3ating  the  acute  pain  that 
companies  disease  often  he- 
me frustrated  when  no 
ear  organic  disorder  is 
und  in  a  chronic  pain  pa- 
mt.  They  may  even  doubt 
e  pain  is  real,  causing  pa- 
ints the  further  misery  of 
eling  "crazy." 

IHD  OVER  MATTER.  In  fact, 
iwever,  one  of  the  most  sig- 
ficant  advances  in  pain  re- 
arch  is  a  better  understand- 
g  of  the  relationship 
stween  mind  and  body.  Cer- 
in  chronic  pains,  including 
igraines,  muscle  spasms, 
id  some  gastrointestinal  dis- 
ders,  have  been  shown  in 
any  patients  to  be  due  to 
lychological  problems  such 
.  stress  or  low  self-esteem. 
Usually,  by  the  time  pain 
ttients  enter  a  clinic  pro- 
•am,  they  have  already  visit- 
l  several  doctors  who  ruled 
it  any  underlying  disease  or 
jury.  In  a  pain  clinic,  doctors 
ill  look  for  psychological  and 
'estyle  factors  that  can  con- 
ibute  to  a  chronic  pain  con- 
tion.  These  could  include  al- 
iholism,  an  unhappy 
arriage,  an  unsatisfactory 
ireer,  or  even  childhood 
aumas.  For  example,  a 
udy  conducted  at  the  Uni- 
;rsity  of  North  Carolina 
lund  that,  of  people  report- 
g  chronic  irritable-bowel 
'ndrome,  which  causes  ab- 
)minal  pain  each  time  the 
ifferer  eats,  53%  had  been 
)used  as  children. 
Similarly,  migraine  suffer- 
■s  tend  to  be  Type  A  person- 
ifies— overachievers  who 
iy  inadequate  attention  to 
leir  own  needs.  One  type  of 
sadache,  the  muscular  mi- 
raine,  is  clearly  stress-relat- 


ed, so  that  patients  can  be 
taught  to  control  pain  with 
biofeedback  and  relaxation 
therapy.  These  techniques 
also  work  well  with  temporo- 
mandibular joint  (TMJ)  syn- 
drome, in  which  jaw-clamping 
or  teeth-grinding  can  cause 
severe  head  and  face  pain. 
Medical  science,  too,  has 


Chronic  pain  therapy 

now  focuses  on 
quality  of  life  instead 
of  physical  symptoms 


made  strides  in  pain  manage- 
ment. Procedures  such  as 
trigger-point  saline  injections, 
which  destroy  degenerated 
muscle  tissue,  and  transcutan- 
eous electrical  nerve  stimula- 
tion (TENS),  which  sometimes 
relieves  muscle  pain  by  induc- 
ing relaxation,  are  coming  un- 
der fire  from  many  experts, 
since  they  don't  promote  heal- 
ing and  usually  provide  only 
temporary  relief. 

Also,  chronic  pain  patients 
dependent  on  opioid  drugs  are 
increasingly  being  weaned 
away  from  them,  in  favor  of 
more  effective  medicine,  such 
as  sumatriptan  or  DHE-45  for 
migraine,  and  tricyclic  antide- 


Ijressants  for  other  types  of 
pain.  Many  patients  are  being 
taken  off  drugs  altogether. 

Sufferers  from  chronic 
back  pain,  who  make  up 
about  707'  of  pain-clinic  pa- 
tients, have  the  most  to  gain 
from  learning  to  live  without 
pain  medication,  experts  say. 
That's  because  painkillers  and 
sedatives  encourage  immobil- 
ity, which  starts  a  vicious  cy- 
cle: The  less  you  move,  the 
more  it  hurts  to  move,  and 
the  less  you  move.  For  most 
patients  with  muscle  or  joint 
pain,  says  Marcus,  "the  fear 
of  movement  is  a  major  im- 
pediment to  getting  better." 
Pain  clinics  often  begin  by  de- 
toxifying such  patients  and 
then  beginning  a  program  of 
so-called  graded  exercise,  in 
which  activity  levels  are  slow- 
ly raised. 

MORE  MORPHINE?  The  medical 
community  is  still  debating 
pain  management  for  cancer 
sufferers  and  terminally  ill 
patients.  Some  experts  believe 
the  biggest  problem  has  been 
undermedication  of  cancer  pa- 
tients, based  on  unrealistic 
fears  about  turning  dying 
people  into  drug  addicts.  In 
fact,  new  research  has  shown 
that  people  who  take  mor- 
phine or  derivatives  for  pain 
management  almost  never 
abuse  the  drugs,  even  when 
allowed  to  dose  themselves  at 
will.  Now,  more  hospitals  and 
cancer  centers  are  medicating 
patients  preventively,  giving 
them  more  frequent  doses  to 
stave  off  pain  rather  than 
waiting  until  pain  has  become 
severe. 

Others  believe  that,  even 
for  terminally  ill  patients, 
quality  of  life  should  be  the 
primary  goal  of  pain  manag- 
ers. They  suggest  that  the 
only  difference  between  treat- 
ing cancer  and  migraine  pa- 
tients should  be  in  the  level  of 
analgesics  allowed.  A  cancer 
patient  in  chronic  pain  may  be 
able  to  live  almost  normally 
with  a  surgically  implanted 
morphine  pump  that  releases 
regular  doses,  if  pain  therapy 
also  includes  rehabilitation. 
Such  new  approaches  to 
chronic  pain  treatment  prom- 
ise great  relief  for  patients 
and  their  caregivers  in  the 
years  ahead.       Joan  Warner 


NIrsonal  Business 


Potables 


BRANDIES 
THAT  DON'T 
SPEAK  FRENCH 


All  cognac  is  brandy, 
but  nol  all  brandy  is 
cognac:  So  the  French 
have  always  boasted,  and 
most  devotees  of  the  after- 
dinner  drink  would  agree.  But 
now,  other  nations  are  taking 
the  Gallic  spirit  on,  with  di- 
gestifs that  attempt  to  rival 
the  finer  cognacs. 

Do  they  succeed?  Not 
quite:  "Cognac  is  still  the  par- 
adigm, and  others  try  to  imi- 
tate that,"  says  Stuart  Gray 
of  Morrell  &  Co.,  a  New  York 
retailer  whose  stock  of  non- 
French  brandies  has  doubled 
since  1989.  Still,  for  digestif 
fans,  brandies  from  Spain,  It- 
aly, and  even  the  U.  S.  offer 
interesting  alternatives.  And 
they  cost  from  about  $40  to 
$65 — one-third  the  price  of  a 


comparable  cognac. 

While  almost  all 
wine-producing  coun- 
try makes  brandy, 
"the  Spanish  are  the 
biggest  competitors 
among  cognac  wan- 
nabes," says  Gray. 
That  would  probably 
insult  the  Spanish, 
who  claim  they  invent- 
ed the  art  of  making 
brandy  1,000  years 
ago.  However,  serious 
marketing  began  only 
three  years  ago,  when 
the  Spanish  govern- 
ment instituted  co- 
gnac-like age  appella- 
tions. Brandies  in  the 
highest  category,  so- 
lera gran  reserva, 
must  be  aged  at  least 
three  years,  but  most 
are  15  years  old. 

All  solera  gran  reserva 
brandies  come  from  the  Jerez 
region.  Old  sherry  casks  are 
used  in  Spain's  unique  solera 
aging  method,  in  which  youn- 
ger brandies  blend  with  older 
ones  in  oak  barrels.  It's  the 
solera  process,  along  with  the 


sherry-cask  residue,  that  ac- 
counts for  Spanish  brandy's 
tasting  richer,  heavier,  and 
"decidedly  sweeter  on  the  pal- 
ate than  cognac,"  says  Her- 
sey  Egginton  of  Domecq  Im- 
porters, which  distributes 
Carlos  I  Imperial  ($65).  But 
style  can  vary  among  labels, 


ranging  from  the 
slightly  fiery  Imperial 
to  the  chocolatey 
Gran  Duque  D'Alba 
($40). 

ITALIAN  SUN.  Italy  is 
usually  associated 
with  that  alcoholic 
paint  thinner  called 
grappa,  but  now  it  is 
e.xporting  more  subtle 
digestifs.  One  of  the 
newest — and  finest — 
is  15-year-old  Vecchia 
Romagna  Riserva 
Rara.  Distilled  like  co- 
gnac, it  uses  different 
grapes  and  woods  in 
its  casks.  It  seems 
lighter  and  less  oily 
than  the  Spanish  bran- 
dies but  fruitier  and 
softer  than  cognac. 
A  few  California 
producers  are  using  tradition- 
al French  methods  to  make 
cognac-style  brandy.  The  re- 
sults are  coarse,  compared 
with  the  real  thing.  Still, 
those  such  as  Germain-Robin 
($30)  are  a  far  cry  from  Cali- 
fornia's best-used-as-a-mixer 
efforts  of  old.         Troy  Segal 


Plunging  interest  rates 
can  be  joyful  news  for 
borrowers.  But  not  for  sav- 
ers looking  to  reinvest  the 
proceeds  of  maturing  certifi- 
cates of  deposit. 

On  average,  institutions 
that  offered  5%  on  three- 
month  CDs  last  October  now 
are  paying  3.75'/r,  and  rates 
of  barely  67'  are  common  on 
ones  that  tie  up  your  money 
for  three  to  five  years.  There 
may  be  only  marginal  differ- 
ences in  rates  at  banks  and 
.^&Ls  in  your  area.  One 
way  to  do  better  is  to 
mail  off  a  check  and  en- 
trust your  savings  to  a 
distant  institution. 

Most  of  the  federally 
insured  institutions  of- 
fering top  interest  today 
can  provide  sound  expla- 
nations why  they're  giv- 
ing depositors  a  better 
deal.  Take  Continental 
Savings  of  America  in 
San  Francisco.  A  Jan.  9 
survey  showed  its  five- 
year  CD  at  6.587,  for  a 
6.8%  effective  annual 
yield,  on  a  minimum  in- 


Smart  Money 

WHERE  THE  YIELDS  ARE: 
A  CROSS-COUNTRY  GUIDE 


vestment  of  $500.  That's  tops 
in  the  country,  says  Finan- 
cial Rates'  '  100  '  Highest 
Yields  newsletter  in  North 
Palm  Beach,  Fla.  Continental 
CEO  Chuck  Chenes  says  his 
bank  has  14  area  rivals  and 


CD  RATE  LEADERS 


CD  term/                 Minimum     Annual  yield* 
Institution                   deposit      Jan.  8,  1992 

6  MONTHS  $500 

Homestead  Federal  Savings, 
Middletown,  Pa.  717  944-1301 

4.97% 

1  YEAR  2,000 

California  Thrift  &  Loan, 
Santa  Barbara  800  852-0587 

5.39 

5  YEARS  500 

Continental  Savings, 

San  Francisco  415  861-5554 

6.80 

1-YEART-BILL  10,000 

3.95 

^Effective,  after  compounding 

DATA:  100 HlCmr  YICLDS 


doesn't  aim  regularly  for 
large-sum  depositors  via 
high  rates.  "But  we  can  of- 
fer a  bit  more  because  we 
don't  have  a  branch  office  on 
every  corner,"  he  says. 
Similarly,  California  Thrift 
&  Loan  in  Santa  Barbara 
pays  6.42'a  on  a  four-  to 
five-year  CD  of  $2,000  or 
more.  Robert  Heavner, 
executive  vice-president, 
explains  that  it's  afford- 
able because  California 
Thrift  doesn't  have 
checking  accounts,  ATMs, 
or  fancy  offices.  The  S&L 
heads  the  top-rates  list 
on  one-year  CDs,  too: 
5.267,  for  a  5.397  yield. 

Just  behind  on  one- 
year  CD  rates  is  Custom 
Savings  in  Baltimore, 
which  pays  5.257  on  a 
$2,500   minimum.  The 


same  institution  pays  5.1'^''' 
on  six-month  CDs.  But  in 
each  case,  the  rate  is  for  sim- 
ple interest  only,  with  no 
compounding. 

SPECIALS.  Such  a  detail  inay 
show  up  in  fine  print,  so 
check  carefully  to  see  how 
interest  is  compounded:  Is  it 
daily,  monthly,  or  quarterly? 
The  greater  the  frequency, 
the  higher  the  reward. 

Banks  aren't  the  only 
places  to  look.  Credit  unions 
typically  offer  higher  rates 
than  many  banks.  Keep  an 
eye  out,  too,  for  special  pro- 
motions in  your  area.  For  ex- 
ample, depositors  who  live  in 
California  can  latch  onto 
Home  Federal  Bank  of  San 
Diego's  "flexible"  seven- 
month  CD  that  pays  5.57'  on 
a  minimum  $2,500.  They  get 
a  onetime  option  to  withdraw 
the  money  without  penalty  if 
they  think  it  can  be  invested 
elsewhere  at  a  higher  rate. 
Or  they  can  pour  in  an  addi- 
tional sum  for  the  remainder 
of  the  CD's  term  if  interest 
rates  continue  their  slide. 

Don  Dunn 
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WORTH  THE  PAPER 
IT'S  PRINTED  ON. 

With  every  new  subscription. 

Business  Week  will  plant  a  tree 

in  one  of  America's  Heritage  Forests. 
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Every  week  Business  Week  brings  you  up  fo 
date  on  the  world  of  business.  We're  committed 
to  bringing  you  coverage  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  make 
a  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  ReLeaf  Campaign 
of  the  American  Forestry  Association  (AFA),  we 
will  plant  a  tree  in  one  of  America's  Heritage 
Forests  with  every  new,  paid  Business  Week 
subscription. 

Global  ReLeof  educates  people  on  opportunities 
to  enhance  the  environment  through  improve- 
ment of  trees  and  forests.  The  campaign  creates 
these  positive  environmental  opportunities  for 
individuals,  community  groups  and  businesses. 

The  Heritage  Forest  Program  is  one  such 
opportunity.  Heritage  Forests  are  special  public 
lands,  selected  by  the  AFA  as  lands  where 
private-sector  donations  can  create  new  forests, 
that  would  not  be  possible  under  existing  public 
programs  and  budgets. 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plant  your  tree  and  still  offer  you 
substantial  savings.  At  only  89(an  issue, 
you  save  64%  off  the  $2.50  cover  price 
and  make  a  positive  contribution  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  satisfaction  of 
having  done  something  to  help  improve 
and  preserve  Americo's  forests. 

It's  easy  to  do.  Fill  out  one  of  the 
post-paid  cards  found  in  this  issue  and 
drop  it  in  the  mail  today  or  call  toll-free 
1-800-635-1200. 

For  more  inlormolion  on  the  Global  ReLeol  Progrom,  coll  1202)  667  3300 
or  write  to  them  ot  P.O.  Box  2000,  Washington,  D.C.  2001 3. 
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^^At  Microsoft,  innovation  is  our  most  important  tradition, 
Columbia  Business  School  helps  keep  it  that  way." 


Managing  Strategic 
Innovation  and  Change 

May  II 1-1^ 

June  22-26  (Lake  Como.  Italy) 

Other  Business  Strategy  Programs: 

Business  Strategy 

JiiK 

International  Strategy 

March  29-April  3 

January-  11-13,  93  (Lake  Como,  Italy) 

Leading  and  Managing  People 

Fehmaiy  '-'-14,  Noxenilicr  l-(> 

Managing  Cultural  Diversity 

.VlarLh  22-2^,   November  1-6 

Creating  the  Customer-Oriented  Firm 

March  2')-.'\|iril  3 

Achieving  the  Sustainable  Turnaround 

Mav  3-« 

Programs  are  held  at  Arden  House, 
Columbia's  mountaintop  retreat  in  upstate 
New  York,  unless  otherwise  noted. 


For  a  catalogue  of  all  programs, 
fax  or  mail  the  coupon.  Or  call 
(212)  854-3395  ext.  374. 


"At  Microsoft,  innovation  means  producing  products  people  love  to  use.  It's 
that  simple.  And  that  hard.  To  stay  a  leader,  you  need  to  ask  for  innovation 
every  day.  That's  why  three  of  us  attended  Columbia  Business  School's 
executive  program,  Managing  Strategic  Innovation  and  Change  Now,  hardly 
a  day  goes  by  when  we  don't  use  what  we  learned  to  solve  a  problem. 

"The  Program  reminded  us  of  the  fragility  of  success  and  the  importance  of 
critical  thinking  and  creativity.  And  it  exposed  us  to  the  ways  participants  from 
around  the  world —  all  dealing  with  the  same  basic  themes  of  increased 
competition  and  organizational  change  —  approach  problems  and  find  solutions. 

"At  Microsoft,  our  business  is  innovation —  reacting  to  it,  anticipating  it,  and 
creating  it.  That's  why  this  program  is  so  valuable.  In  fact,  it's  the  best 
management  seminar  I've  ever  attended." 

-Tricia  Green,  Director,  International  Products,  Microsoft  Corporation 


Columbia  Executive  Programs 

324  Uris  Hall,  Columbia  University, 

Dept.  374,  New  York,  NY  10027    Fax  (212)  316-1473 
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Investment  Figures  of  the  Wee 


OMMENTARY 

iHOther  week  for  the  record 
ooks.  The  Dow  industrials  shot  up 
0,6  and  12.3  points  on  Jan.  14 
nd  15,  respectively,  to  reach 
258.5,  a  new  all-time  high.  Small 
locks  continued  to  sparkle,  too, 
'ith  the  Russell  2000  making  a 
.  1  %  gain  for  the  week,  near  twice 
lat  of  the  Dow.  Analysts  attribut- 
d  the  rise  to  a  flood  of  new  mon- 
y  in  search  of  higher  returns  and 
xpectotions  of  an  economic  re- 
overy  later  this  year.  Profit-taking 
it  the  fixed-income  market,  where 
rices  fell  and  interest  rates 
acked  up. 
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+0.6%  +8.3% 


1-week  change 
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52-week  chonge 
+  1.6% 


1  -week  change 
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MARKET  AHALYSIS 


%  change 

.  S.  STOCKS 

latest 

Week 

52-week 

OW  JONES  INDUSTRIALS 

3258.5 

1.7 

29.9 

IG  COMPANIES  (Russell  1000) 

223.6 

0.8 

36.0 

MALL  COMPANIES  (Russell  2000) 

204.3 

3.1 

61.1 

LL  COMPANIES  (Russell  3000) 

238.4 

10 

37,3 

%  change  (local  currency) 

OREIGN  STOCKS 

Latest 

Week 

52-week 

ONDON  (FINANCIAL  TIMES  100) 

2537.1 

2.8 

23.5 

3KY0  (NIKKEI  INDEX) 

21,775.1 

-4.1 

-3.2 

DRONTO  (TSE  COMPOSITE) 

3656.7 

4.0 

15.6 

Lotest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

3.93% 

3.83% 

6,2% 

30-YEAR  TREASURY  BOND  YIELD 

7.58% 

7.40% 

8.4% 

S&P  500  DIVIDEND  YIELD 

2.95% 

2.98% 

3,9% 

S&P  500  PRICE/EARNINGS  RATIO 

21.8 

214 

13,6 

TiCHNICAL  INDICATORS 

Utest 

Week  ago 

Reading 

S&P  500  26-week  moving  average 
Stocks  above  26-week  moving  overage 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

389.9 
66.2% 
0.32 
1.67 

388.4 
62.3% 
0.29 
1.75 

Positive 
Neutral 
Neutral 
Positive 

INDUSTRY  GROUPS 

BRIDGE  INFORMATION  SYSTEMS  INC. 

OUR-WEEK  LEADERS 

%  change 
4-week  52-week 

Strongest  stock  in  group 

%  change 
4-week  52-week 

Price 

LEISURE  TIME 

33.1 

63.2 

OUTBOARD  MARINE 

390  64.4 

,     21  Vs 

HOTELS  AND  MOTELS 

27.1 

46.7 

PROMUS 

52.1  111.4 

27  3/4 

HOMEBUILDING 

26.1 

93.8 

KAUFMAN  &  BROAD  HOME 

30.1  93.4 

18  Vs 

TRANSPORTATION  SERVICES 

24.5 

35.6 

FEDERAL  EXPRESS 

255  26.4 

41  % 

MACHINE  TOOLS 

22.1 

20.9 

MONARCH  MACHINE  TOOL 

52.2  21.4 

12 

OUR-WEEK  LAGGARDS 

%  change 
4-week  52-week 

Weakest  stock  in  group 

%  change 
4-week  52-week 

Price 

NATURAL  GAS  DISTRIBUTION 

-2  2 

-14.9 

PANHANDLE  EASTERN 

-9.6  27.0 

14  Vs 

GOLD  MINING 

0.2 

-18.7 

PLACER  DOME 

-6.0  -36.8 

9% 

ELECTRIC  POWER 

0.9 

19.0 

NORTHERN  STATES  POWER 

-5.2  25.4 

40  3/4 

INTERNATIONAL  OIL 

3.2 

12.4 

AMOCO 

0.5  -0.8 

48  1/4 

INSURANCE  BROKERS 

3.4 

7.4 

MARSH  &McLENNAN 

1.1  8.2 

77  y A 

MUTUAL  rUNDS 


MORNINGSTAR  INC. 


EAOERS 

Dur-week  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

MUTUAL  OF  OMAHA  GROWTH 
MFS  LIFETIME  EMERGING  GROWTH 
CIGNA  AGGRESSIVE  GROWTH 

20.9 
20  1 
200 

STRATEGIC  GOLD/MINERALS 
CUMBERLAND  GROWTH 
NIKKO  JAPAN  TILT 

-5.7 
-4.4 
-2.8 

2-week  total  return 

% 

52-week  total  return 

% 

OPPENHEIMER  GLOBAL  BIO-TECH 

AMERICAN  HERITAGE 

FIDELITY  SELECT  BIOTECHNOLOGY 

153.6 
1 18,6 
1 16,6 

STRATEGIC  GOLD/MINERALS 
STRATEGIC  INVESTMENTS 
FIDELITY  SELECT  ENERGY  SERVICE 

-26.3 
-22.7 
-17.1 

S&P  500 
4-week  total  return 


_j    Average  funcJ 


52-week  total  return 


RELATIVE  PORTffOLIOS 


tollar  amounts 
epresent  the  present 
alue  of  $10,000 
nvested  one  year  ago 
ri  each  portfolio 

ercentages  indicate 
ve-day  total  returns 


U.  S. stocks 
$13,780 

+0.73% 


Hi 


Treasury  bonds 
$11,861 

-1.76% 


m 

Foreign  stocks 
$11,857 

-5.25% 


nil 


Money  market  fund 
$10,509 
+0.08% 


DATA  RESOURCES  INC. 


Gold 
$9,058 

+  1.09% 


II  data  on  this  page  are  os  of  market  close  WecJnesday,  Jan,  15,  1992,  unless  otherwise  indicated, 
idustry  groups  include  S&P  500  companies  only;  performance  and  share  prices  ore  os  of  market  close 


Jon.  14.  Mutual  fund  returns  are  as  of  Jan.  10,  Relative  portfolios  ore  valued  as  of  Jan.  14,  A  more 
detailed  explanation  of  this  page  is  available  on  request. 
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WHEN  FREE  TRADE  CARRIES  TOO  HIGH  A  PRICE 


President  Bush  was  right  in  saying  that  "jobs,  jobs, 
jolxs"  are  at  stake  in  U.  S.  el^orts  to  naiTow  the  trade 
gap  with  Japan.  Unfortunately,  his  hat-in-hand  mission 
to  Tokyo  proved  to  be  a  pubhc-relations  disaster  that  di- 
verted attention  from  the  basic  problem:  The  chronic  U.  S. 
trade  deficit  with  Japan  shows  no  signs  of  going  away. 

Tokyo's  pledge  to  buy  more  U.  S.  auto  parts,  computers, 
and  paper  products  is  too  little  and  too  late.  The  underlying 
problem  is  that  Tokyo  manipulates  its  trade  and  external 
economic  relations  to  extract  one-sided,  long-term  benefits 
for  itself.  It  has,  for  example,  consistently  stopped  foreign- 
ers with  new  technologies  from  attempting  to  gain  market 
share  in  Japan  until  Japanese  companies  have  had  time  to 
develop  competitive  products.  By  contrast,  the  U.  S.  mostly 
lets  the  market  shape  trade  with  Japan. 

This  U.  S.  free-trade  approach  yields  mutual  benefits  in 
dealings  with  countries  that  hold  to  the  same  basic  princi- 
ples, such  as  Canada.  But  after  a  decade  of  massive  trade 
deficits  with  Japan,  the  U.  S.  must  forge  a  strategy  to  cope 
with  Tokyo's  incompatible  practices.  To  be  sure,  Tokyo  is 
right  in  complaining  that  many  U.  S.  companies,  including 
carmakers,  don't  try  hard  enough  to  meet  the  demands  of 
the  Japanese  market.  But  it  is  also  true  that  many  U.  S. 
companies,  including  the  auto  makers,  are  able  to  compete 
elsewhere,  where  the  playing  field  is  reasonably  level. 

To  stanch  the  loss  of  U.  S.  jobs  and  industrial  capacity  re- 
flected in  last  year's  $41  billion  trade  deficit  with  Tokyo,  the 
U.  S.  must  temporarily  manage  its  trade  with  Japan— or 
any  country  that  regularly  breaks  the  rules  of  open  trading 
at  the  U.  S.'s  expense.  The  way  to  do  this  is  not  through  ad 
hoc  Presidential  forays  but  with  carefully  designed  and  tar- 
geted agreements,  backed  by  Washington's  bargaining  clout 
as  gatekeeper  to  the  world's  biggest  market. 

Negotiating  for  limited,  temporary  trade  targets  wouldn't 


be  entirely  new.  In  1986,  for  example,  Washington  success- 
fully pressured  Tokyo  to  allow  U.  S.  semiconductor  makers  a 
20%  share  of  the  Japanese  market,  virtually  closed  to  them 
until  then.  The  lever  that  extracted  the  semiconductor  con- 
cession from  Tokyo  was  Section  301  of  the  U.  S.  trade  law. 
which  authorizes  retaliation  against  unfair  trade  practices. 
Since  autos  and  auto  parts  account  for  75%  of  the  deficit 
with  Japan,  Washington  obviously  needs  to  address  the 
problems  in  this  sector.  But  it  should  use  its  bargaining  pow- 
er as  gatekeeper  primarily  to  pry  open  markets  abroad  for 
fast-growing,  high-tech  U.  S.  industries  and  to  curb  unfair 
competition  in  such  sectors— not  to  protect  U.S.  producers  at 
home.  Valid  targets  might  arguably  include  Europe's  gov- 
ernment-protected telecommunications  networks  and  heavy 
European  subsidies  for  Airbus  Industrie. 

Acting  to  close  the  trade  gap  and  open  foreign  markets 
can't,  by  itself,  halt  the  U.  S.  industrial  decline.  That  will  re- 
quire overhauling  basic  economic  and  social  policies  to  sup- 
port an  overriding  goal:  to  restore  U.  S.  global  competi- 
tiveness. Otherwise,  the  U.  S.  is  in  danger  of  becoming  a 
supplier  of  mostly  medium-tech  products,  made  by  workers 
whose  real  paychecks  are  already  shrinking.  Much  of  what 
needs  to  be  done  is  well-known.  Taxes  must  be  redesigned 
to  .spur  savings  over  consumption  and  productive  investment 
over  speculation.  Schools  must  be  radically  improved,  and 
workers  trained  better.  Financial  regulations  must  encourage 
managers  to  plan  for  the  long  term,  not  just  the  next  quar- 
ter. Voters  must  support  curbs  on  deficit  spending,  from  mn- 
away  health  costs  to  farm  subsidies. 

What's  lacking  so  far  is  the  political  will  to  make  hard 
choices.  Above  all,  voters  should  understand  that  at  the 
end  of  the  election  campaign  now  under  way,  they  will 
choose  how  and  whether  America  can  become  competitive 
again. 


KEIRHSU,  AMERICAN-STYLE 


Since  the  trust-busting  days  of  Teddy  Roosevelt,  U.  S. 
industry  has  been  making  a  virtue  of  necessity.  Faced 
with  lawsuits  and  even  prison  for  violating  antitrust 
laws,  post-Depression  executives  soon  came  to  shun  any 
semblance  of  cooperation  with  their  rivals.  The  go-it-alone 
outlook,  always  congenial  to  Americans'  self-image,  has  often 
been  the  stuff  of  romance— most  recently  during  California's 
silicon  rush,  when  venture  capitalists  battled  to  throw  mon- 
ey at  enti'epreneurs  who  were  creating  jobs  and  building  a 
unique  business  culture. 

But  what  worked  so  well  then  doesn't  anymore.  Today, 
the  erupting  costs  and  soaring  complexity  of  new  technolo- 
gy lire  haunting  America's  future.  Even  giants  such  as  IFM 
wori,,  al)out  surviving  all  by  their  lonesome.  Small,  inno- 
vative coiiipanies  are  being  forced  to  retreat  into  niches.  And 
manufacturing  equities  are  shunned  by  many  investors  who 


believe  that  U.  S.  industry  has  forgotten  how  to  compete. 

It's  time  for  U.  S.  industry  to  try  corporate  cooperation 
and  risk-sharing.  A  few  companies  are  doing  just  that  (page 
52).  Not  many  as  yet,  true,  but  probably  enough  to  en.sure 
that  a  trend  will  take  root.  Exactly  what  form  of  industri- 
al structure  will  emerge  from  this,  laws  permitting,  re- 
mains uncertain.  Cooperation  characterizes  keiretsu,  the 
huge  multicompany  groups  in  Japan  that  are  anchored  by 
cross-shareholdings.  This  an-angement  certainly  fosters  long- 
term  management,  and  it  has  enjoyed  outstanding  success 
for  the  past  two  decades.  But  the  keiretsu  system  also 
seems  to  stifle  creativity,  so  U.  S.  executives  believe  it  must 
be  emulated  very  selectively.  Still,  with  American  en- 
trepreneurship  and  teamwork,  hybrid  keiretsu  might  be  im- 
portant ingredients  in  a  U.  S.  revival.  Let's  make  sure  the 
way  is  clear  for  those  companies  who  want  it  to  happen. 


no  BUSINESS  WEEK/ 1 ANUARY  27,  1992 


i 


1 


ThisIsOneOfTheMost 
Sophisticated  Elements 
OfYourlBMTrinter 


There's  a  common  misconception  that  all  printer  toners  are  the  same. 
They're  not. 

Far  from  being  just  another  powdered  ink,  IBM  toner  is  electrostati- 
cally and  chemically  developed  to  best  serve  a  particular  IBM  printer  In 
fact,  they  are  designed  at  the  same  time. 

This  harmonious  balance  between  supply  and  machine  is  what  gives 
your  IBM  printer  its  well-known  advantages;  efficient  operation,  high  yield, 
and  superior  copy  quality 

These  are  the  reasons  you  bought  your  IBM  printer  in  the  first  place. 
But,  to  get  the  most  out  of  it,  put  the  best  into  it. 

We're  Lexmark,  manufacturer  and  distributor  of  original  IBM  printer 
toners.  For  more  information,  to  order  products  or  to  find  the  dealer  nearest 
you,  call  l-800-IBM-2468.(  In  Canada,  call  1-800-663-7662.) 


Lexm^vrk 

Manufacturer  and  Distributor 
ofOriginai  IBM  Toners. 


IBM  IS  a  registered  trademark  ol  IBM  Ciirp.  in  the  United  States  and/or  other  countries  and  is  used  under  license.  IBM  supplies  are  manufactured  and  distnbuted  by  Lexmark  International, 
Inc  under  license  Irom  International  Business  Machines  Corporation.  Lexmark  is  a  trademark  of  Lexmark  International.  Inc.  ©  l'>9l  Lexmark  International.  Inc. 


Bonneville's  world-class  design  includes  a  driver's-side  airbag,  4-wheeI  independent  suspension  and  a  fuel-injec 
led  Kiplin^cr's  magazine  to  rate  Bonneville  "best  in  its  class"  for  1992.  And  it's  priced  tliousands  less  than  compara 
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PONTIAC  CARES  .  with  an  extensive  3-year/36,000-miIe,  no-deductible  warranty  (see  your  dealer  for  terms  of  tliis  limited  warranty)  plus  24-hour  Roadside  Assistance 
Call  toll-free  1-800-762-4900  for  more  product  information  and  dealer  locations  H.  BUCKLE  UP,  AMERICA!  '<  •  1 992  CM  CORP  ALL  RIGHTS  RESERVED. 
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spent  the  last  half  century  pushing  the 
envelope  of  technology  harder  than  we've  pushed  our 
name.  cP  O'-"'  commitment  to  R&D  (over  $2  billion  last  year 
alone)  has  helped  make  us  the  world's  second  largest  computer 
naker  And  our  advances  in  communications  and  microelectronics  have 
vays  taken  priority  over  publicity   qD  Today  our  capabilities  range  from 
nd-held  computers  to  high-speed  fiber  optics.  We  make  disk  and 
ipe  drives  for  many  of  America's  leading  computer  manufacturers. 
Transistors  that  made  direct  broadcast  satellite  systems  possible. 
And  more  of  the  application-specific  ICs  for  modern  computers 
and  electronics  than  anyone  in  the  world.  qD  You'll  find 
our  name  in  over  100  countries.  Now  we're 
making  a  name  for  ourselves  in 
America. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


You  want  to  go  where  no  one  has  gone  before 


This  weekend. 


If  you  want  to  go  farther  than  all  the  others, 
consider  the  vehicle  that  did  just  that. 

Explorer  passed  all  the  rest  to  become  the 
best  seller  the  new  standard  for  its  class. 
And,  Four  Wheeler 
magazine's  "Four 
Wheeler  of  the  Year. " 

Nothing  in  its 
class  has  so  much 
overall  passenger 
and  cargo  room. 
Or,  lets  you  go  from 
2WD  to  4WD  High 
and  back,  on  the  fly  at  the  push  of  a  button. 
The  4.0L  EFI  V-6  and  rear  anti-lock  brakes  are 
standard. 

Available  amenities  include  Ford  JBL  audio 
systems,  6-way  power  seats,  leather  seating 
surfaces,  and  a  tilt-up  open-air  roof 

And  now,  Ford  offers  a  36-month/36. 000- 
mile  Bumper-to-Bumper  warranty  with  no 
deductible.'' 

Explorer  has  all  it  takes  to  go  where  no 
one's  gone  before.  And  now.  so  can  you. 

'Ask  your  dealer  for  a  copy  of  Ifiis  limited  warranty. 


Have  you  driven  a  Ford... lately? 


Your  Explorer  is  ready. 


Buckle  up — together  we  can  save  lives. 


NUMBER  3250 
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20  WANTED:  AN  ECONOMIC  POLICY 

Geor<^t'  Bush  can  seize  his  historic- 
opportunity  to  address  America's 
basic  problems — productivity, 
education,  health  care — or  he  can 
propose  a  basketful  of  quick  fixes 
that  will  please  their  various 
constituencies  but  have  little 
long-term  impact.  The  ever-cautious 
President  seems  to  be  leaning 
toward  the  C[uick  fix.  His  go-slow 
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Government 


60  SAM  SKINNER'S  BIG  HURRY 

Time  isn't  on  his  side,  not  with 
primaries  looming  and  a  staff 
nowhere  near  fighting  trim 
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68  THE  MUTUAL-FUND  FRAY 

Now  banks  are  joining  in 

69  FEAR  STALKS  THE  NIKKEI 

Tokyo's  ailing  stock  market 

71  COMMENTARY 

The  Merc  should  stick  to  its  scruples 
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62  IN  THE  SHADOW  OF  AIDS 

Marketer  Sean  Strub,  HIV  positive, 
makes  huge  changes  in  his  life  and 
career — but  keeps  working 


Marketing 


64  YOUNG  &  RUBICAM  DIGS  IN 

To  stay  Madison  Avenue's  No.  1 
agency,  it's  determined  to  regain  its 
'80s  flair  and  hold  on  to  key  clients 

66  FRIENDLIER  SKIES 

The  airfare  wars  are  waning,  and 
service  is  the  new  battleground 
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The  production  index  wos  virtually  unchanged  during  the  week  ended  Jon.  11. 
On  o  seasonally  odjusted  basis,  outo  output  rose  sharply,  and  rail-freight  traffic  and 
electric  power  output  increased  as  well.  Truck,  steel,  cool,  and  lumber  production 
declined,  while  data  for  paper  ond  paperboard  were  not  available  for  the  week. 
Prior  to  calculation  of  the  four-week  moving  overage,  the  index  shot  up  to  175.0, 
from  170  4  in  the  previous  week,  which  included  the  New  Year's  Doy  holiday 

BW  production  index  copyright  1  992  by  McGraw-Hill  Inc 


1991  1991  1991  1992 

The  leading  index  increased  modestly  during  the  week  ended  Jon.  11.  Lower 
bond  yields  and  higher  stock  prices,  plus  some  improvement  in  the  growth  of  real 
estate  lending,  led  the  gain  However,  the  number  of  business  failures  jumped  during 
the  week,  and  materials  prices  were  little  changed  Data  for  money  growth  were 
unavailable.  Before  colculotion  of  the  four-week  moving  average,  the  index  fell  to 
212  9,  from  214.2  in  the  previous  week. 

Leading  index  copyrpghl  1  992  by  Center  for  Inlernotional  Business  Cycle  Research 
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Lotest 
week 

Week 
ago 

%  Change 
year  ago 

STEEl  (l/181thous.  of  net  Ions 

1,737 

1,795# 

-0.9 

AUTOS  (1/181  units 

103,391 

80,07  lr# 

-7.3 

TRUCKS  (1/181  units 

61,040 

38,287r# 

13.4 

ELECTRIC  POWER  (l/iai  millions  of  kilowatt-hours 

59,913 

56,097# 

5.8 

CRUDE-OIL  REFINING  (1/l8|thous  ofbbl/day 

13,109 

13,292# 

4.2 

COAL  (l/Ulthous.  of  net  tons 

19,070# 

15,227 

0  3 

PAPERBOARD  (l/llllhous.  of  tons 

NA# 

771. 4r 

NA 

PAPER  (1/lllthous.  ottons 

NA# 

676  Or 

NA 

LUMBER  (1/1  11  millions  offt. 

471. 8# 

268.7 

1.6 

RAIL  FREIGHT  (l/l  1 1  billions  of  ton-miles 

20.7# 

16.7 

10.1 

Sources:  American  Iron  &  Steel  Institute,  Word's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA',  Association 
of  American  Railroads 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  (1/221 

123 

128 

132 

GERMAN  MARK  (I/221 

1.58 

1.62 

1.49 

BRITISH  POUND  |i/22) 

1.81 

1.76 

1.96 

FRENCH  FRANC  (1/221 

5.40 

5.53 

5.04 

CANADIAN  DOLLAR  (1/221 

1.15 

1.15 

1.16 

SWISS  FRANC  (1/221 

1.40 

1.44 

1  26 

MEXICAN  PESO  (1/22)' 

3,046 

3,048 

2,958 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U.  S.  dollar,  except  for  British 
pound  expressed  in  dollars 

PRICK 

latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (1/221  S/troyoz. 

356.750 

355.550 

-5.7 

STEEL  SCRAP  (1/2I1#1  heavy,  $/ton 

89-90  00 

93.00 

-15.6 

FOODSTUFFS  (I/20I  index,  1967=100 

205.0 

202  4 

-1.6 

COPPER  (1/18)  c/lb. 

99  5 

99  3 

-12.6 

ALUMINUM  (1/18)  c/lb. 

53.6 

51.5 

-22  9 

WHEAT  (1/18)  #2  herd,  $/bu. 

4.29 

4.17 

60.7 

COTTON  (1/181  strict  low  middling  1-1/1  6  in.,  C/lb. 

51.24 

53.36 

-27.0 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Meto/s 
Week,  Kansos  City  market,  Memphis  market. 


Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (1/17)  S&P  500 

417.23 

417.20 

10.3 

CORPORATE  BOND  YIELD,  Aaa  (i/i7j 

8.147o 

8.17% 

-10.4 

INDUSTRIAL  MATERIALS  PRICES  (i/i7) 

93.3 

93.4 

-7.2 

BUSINESS  FAILURES  (i/io) 

413 

262 

7.0 

REAL  ESTATE  LOANS  (1/8I  billions 

$403  2 

$403.1 

0.7 

MONEY  SUPPLY,  M2  (i/6i  billions 

NA 

$3,400.8r 

NA 

INITIAL  CLAIMS,  UNEMPLOYMENT  (i/4ithous 

NA 

403 

NA 

Sources:  Standard  &  Poor's,  Moody  s,  Journal  of  Commerce  (index;  1980-100},  Dun  & 
Brodstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept  CIBCR  seasonally  od- 
justs  data  on  business  failures  and  reol  estate  loans, 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

INDUSTRIAL  PRODUCTION  (Dec  |  total  index 

107  8 

108.0r 

0.6 

CAPACITY  UTILIZATION  (Dec  l 

79.0% 

79.3%r 

-2.0 

CONSUMER  PRICE  INDEX  (Dec  1 

137.9 

137.8 

3.1 

REAL  GROSS  WEEKLY  PAY  (Dec  1 

$258.01 

$256  10 

0.2 

Sources:  Federal  Reserve  Board,  BLS 

1  W.l  Vil M [f W.I 

Utest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (1/6I 

$892  4 

$895  9r 

8.2 

BANKS'  BUSINESS  LOANS  (i/8| 

290.3 

293  4r 

-9.9 

FREE  RESERVES  (1/8I 

642 

l,092r 

-80.7 

NONFINANCIAL  COMMERCIAL  PAPER  (1/8I 

131.1 

124.5 

-8.6 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  fr 
two-week  period  in  millions). 

ee  reserves. 

which  ore  expressed  for  a 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (1/211 

4. 1 1  % 

3.95% 

6.88% 

PRIME  (1/221 

6.50 

6  50 

9  50 

COMMERCIAL  PAPER  3-MONTH  ( 1/211 

4.06 

4.07 

6  92 

CERTIFICATES  OF  DEPOSIT  3-MONTH  ( 1/221 

403 

4.13 

6.94 

EURODOLLAR  3-MONTH  (1/I8I 

4.10 

3.96 

7.41 

Sources:  Federol  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  ore  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  ond  not  listed)  include  machinery  and  defense  equipment. 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn.     3  =  Free  market  value     NA=  Not  available     r^  revised     NM  =  Not  meaningful 


6  BUSINESS  WEEK/FEBRUARY  3,  1992 


uNFORnMam 

THEprio 

AMAirSHEART 

REALIYIS 
THROUGH  HIS 
STOMACH. 


While  your  cooking  was               Fortunately,  you  can  help  call1-800-EAT-LEAN, 

supposed  to  help  you  win  reduce  your  risk  simply  by  eating  Don't  let  yourself  be  counted 

someone's  heart,  it  may  also  a  low-fat  diet  containing  lots  of  among  the  thousands  of 

help  you  destroy  it.  fruits  and  vegetables,  whole  people  every  year  who  literally 

Because  a  diet  thafs  too  groin  foods,  lean  meats,  fish,  eat  their  hearts  out. 

high  in  fat  may  increase  the  risk  poultry  and  low-fat  dairy  products.  _               r  IPAM 

of  heart  disease  as  well  as  cer-          For  a  free  booklet  on  how  1"nllll"l"  A I  "I  F  All 

tain  kinds  of  cancer.  to  reduce  the  fat  in  your  diet,  I  UUU  tfll  LLHll 

^0    A  public  service  message  from  The  Henry  J  Kaiser  Family  Foundation 
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THIS  MAN  SOLVED  YOUR  NEXT 
BUSINESS  COMMUNICATION 
PROBLEM  50  YEARS  AGO. 


His  name  was  Channing  L.  Bete. 

Hall  a  centui")'  ago,  he  inxcnted  Scnptograph\\  a  unique 
combination  ol  text  and  graphics  that  reaches  readers  of  all 
backgrounds  and  educational  les'els.  Our  company  bears  its 
founder's  name  today,  and  applies  his  in\'ention  worldwide. 


employee,  public  or  customer 


If  you  have  a  business  communication  challenge 

the  odds  are  cwenvhclming  that 
we  have  a  product  to  address 
it,  and  the  servaces  to  meet  it 
on  your  terms.  And  if  you  haw 
a  need  we  haven't  anticipated , 
then  we'll  innovate;  just  ask. 


There  are  two  ways  to  use  our 
materials:  to  put  out  fires,  and  to 
prevent  them.  "V^^hen  you  ha\c  a 

communication  crisis,  call  us  —  we  can  get  the  solution  there  m  a 
couple  of  days.  "When  you're  planning  ahead  (in  relative  calm)  k^r 
your  communication  programs,  make  us  part  ot  your  plans 

Perhaps  the  tirst  thing  to  do  is  give  our  Business  Communication  Group  a  call.  The  number  is 
1  -800-333-5562.  Call  whether  you're  looking  to  fill  immediate  needs  or  to  leam  more  about  us 
lor  tlic  future.  "We're  eager  to  talk  with  )'ou  in  either  case.  (Uv  (Ik-  ww.  il\c  la-.t  nainc  ilivmfs  with  "wheat".) 


%  Channing  L.  Bete  Co.,  Inc. 

Business  Communication  Group 

200  State  Road  •  South  Deerfield.  MA  01373-0200 

Ui'Ve  soXwdyonr  next  business  conuminication  problem. 
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U.S.  COMPANIES  ABROAD 

LIVE  TOO  HIGH  ON  THE  HOG  

Over  the  past  two  years,  you  have 
written  much  about  U.  S.  competi- 
tiveness. One  issue  overlookecJ  by  top 
management  of  multinationals  is  control- 
ling overseas  administrative  and  person- 
nel expenses.  Unless  this  is  improved, 
American  companies  will  never  be  able 
to  compete  with  the  Japanese. 

A  good  example  is  a  U.  S.  computer 
maker  with  many  employees  stationed 
overseas.  It  sets  up  big  offices  with  lav- 
ish decoration  in  high-rent  cities  such  as 
Tokyo,  London,  Hong  Kong,  etc. 

Japanese  companies  do  not  use  as 
much  office  space  per  head  as  the  Amer- 
icans or  Europeans.  They  do  not  need 
expensively  decorated  offices.  Their  offi- 
cers do  not  waste  company  money  on 
expensive  living  quarters.  The  typical 
excuse  offered  to  head-office  manage- 
ment by  U.  S.  and  European  expatriates 
is  that  they  need  to  uphold  living  stan- 
dards comparable  with  those  at  home. 
This  really  does  not  stand  up  at  all. 

Comparable  living  quarters  for  middle 
management  in  other  centers  are  located 
on  the  outskirts,  just  as  in  New  York. 
Housing  of  comparable  standards  can  be 
found  on  the  outskirts  of  these  overseas 
centers  too. 

It  is  particularly  disheartening  to  see 
TV  coverage  of  the  "cold  and  homeless" 
in  the  U.  S.  and  to  read  about  multina- 
tionals laying  off  workers  by  the  thou- 
sands who  are  getting  paid  only  $30,000 
to  $40,000  per  annum — while  middle- 
management  expatriates  are  living  like 
the  "rich  and  famous" — spending 
$100,000  or  $200,000  a  year  just  for  hous- 
ing. As  for  competing  with  the  Japanese, 
a  dollar  saved  is  surely  a  dollar  more 
competitive. 

A.  Y.  Chow 
Hong  Kong 

WHEN  DISMAL  SCIENTISTS 

PUT  ON  THEIR  'THINKING'  CAPS . . . 

In  your  article  "This  generation  gap  is 
trillions  of  tax  dollars  wide"  (Econom- 
ic Trends,  Jan.  13),  three  economists  la- 
ment that  taxes  paid  are  increasingly 
higher  than  the  benefits  taxpayers  re- 


ceive. As  one  solution  to  this  problem, 
the  economists  propose  that  "the  gov- 
ernment raise  taxes." 
Huh? 

Gerald  Berstell 
Chicago 

INFLATION  REMAINS 

RETIREES'  REAL  ENEMY  

Your  article  "The  unkindest  cut  of  all 
for  older  Americans"  (Top  of  the 
News,  Jan.  13)  doesn't  take  into  account 
the  role  of  inflation  in  destroying  real 
assets  of  ordinary  people. 

If  you  adjust  the  interest  rates  for 
1990  and  1991  by  subtracting  the  con- 
sumer inflation  (().l'/  and  about  37',  re- 
spectively), you  will  find  that  real  re- 
turns for  the  two  years  are  essentially 
the  same.  The  only  "disaster"  here  is  the 
failure  of  reporters  to  point  this  out. 

That  is  one  of  the  reasons  politicians 
can  continue  to  defraud  Americans  by 
appearing  to  solve  their  "disaster  prob- 
lems" by  inflating  the  currency. 

Jesse  0.  White 
Fredericksburg,  Tex. 

LET'S  KEEP  DAY  CARE 

IN  THE  COMMUNITY  

Why  put  the  responsibility  for  day 
care  on  employers  ("Corporate 
America  is  still  no  place  for  kids,"  Social 
Issues,  Nov.  25)?  The  logical  solution 
would  be  to  put  day  care  into  the  hands 
of  the  school  districts. 

The  government  should  set  up  a  Day 
Care  Dept. — or  Children's  Welfare 
Dept. — run  by  local  communities.  In- 
volve senior  citizens,  high  school  stu- 
dents, local  college  students,  nonwork- 
ing  parents — many  resources  could  be 
tapped.  Each  community  or  school  dis- 
trict would  set  up  its  own  day-care  com- 
mittee, following  national  standards,  and 
revenue  would  come  from  local  taxes. 
Thus,  buyers  would  choose  houses  not 
only  for  the  quality  of  their  school  dis- 
tricts but  also  for  the  quality  of  day 
care — a  one-step  process  thereby  elimi- 
nating the  constant  worry  and  search 
for  quality,  reliable  care. 

As  a  working  parent,  I  would  prefer 
to  have  my  children  growing  up  with 
their  friends  in  their  own  neighborhoods 
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There  are  those  who 
have  panned  for  it 
Fought  f writ 
It  can  be  mined. 

Molded. 
It  ad/)ms  crowns. 
Fills  teeth. 
It  mdts  at 1064.43'' a 
And  bails  at 2807'' a 
A  leaf  of  it  is 
0.000127 millimeter  thick. 
Man  entire 
plarmfs  economy 
rests  upm  it 
And  every  four  years 
the  best  in  the  wwid 

touch  it 
Best  of  luck  from 
the  80p00  professionals 
of  United  Airlines. 
It  is  within  reach. 


Proud  Sponsor  of  the  1992  US.OKTnpicTeam 
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WHERE  BE$T  TO  INVE$T  IN  '92  ? 

THE  ANALYSTS'  PICKS 
WHERE  ARE  THEY?  WHERE  ARE  THEY  HEADED? 


Semiconductors  February  3 

Regional  Banks  February  5 

Health  Care  February  10 

Pollution  Control  February  12 


Airlines  February  17 

Tobacco  February  19 

Utilities  February  24 

Pharmaceuticals  February  26 


WEEKNIGHTS  ON  YOUR  PUBLIC  TELEVISION  STATION 


The  Nightly  Business  Report  is  produced  by  WPBT2/Mianni  in  ossociation  with  Reuters. 

Nationally  underwritten  by  Digital  Equipment  Corporation;  A.G.Edwards,  Inc.,  The  Franklin  Group  of  Funds 

and  Public  Television  Stations  nationwide. 
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nCeractmg  with  other  children  in 
- school  district  so  that  lastin^^ 
s  Gould  be  nurtured  and  the 
:o  kindergarten  smoothed.  De- 
strengthened,  bonded  society 
loocs  can  only  bring  positive  re- 
:or  the  countn.^  as  a  whole. 

Gillian  A.  Haddad 
Eastchester,  N.  Y. 
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lorary  to  your  article  on  agricul- 
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tODGE  VIPER  A  BEST'? 

US  A  BREAK  

r^jrv-  y;.u  praistrd  ±c  Dodge 
er  as  one  of  the  best  new  products 
tl  (The  Best.  Jan.  13).  At'.mOOO. 
iper  is  not  a  bad  car  for  a  self- 
rent,  elitist  fantasy.  But  when  a 
ese  c-ompany  puts  out  a  break- 
car.  such  as  Mazda"s  Miata.  its 
.rement  perfects  it.  mass-produces 
es  it  accordingly,  and  positions  it 
1  the  product  line  to  record  sales, 
ysler  is  losing  millions  a  day  on 
iper.  In  the  meantime,  it  continues 
np  out  flawed  and  boring  cars  it 
rs  the  masses  to  buy.  No  wonder 
leans  buy  so  many  -Japanese  cars. 

Thea  Grigsby 
Au-stin.  Tex. 

to  the  Editor  should  be  sent  -to  Reoder; 

Business  Week,  1221  Avenue  of  the  Ameri- 
York,  N.  Y.  10020.  Fax:  (212)  512-4464, 
12-7960,  Intl.  4998204.  All  letters  must  in- 
3n  address  and  daytime  and  evening  tele- 
numbers.  We  reserve  the  right  to  edit  letters 
ity  and  space. 
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THE  END  OF  HISTORY  AND  THE  LAST  MAN 

By  Francis  Fukuyama 

Free  Press  •  418pp  •  $24.95 


THE  DEMOCRACY  TRAP:  PERILS  OF  THE 
POST-COLD  WAR  WORLD 

By  Graham  E.  Fuller 
Dutton  •  285pp  •  $20 


A  STEAMROLLER 
CALLED  DEMOCRACY 


There's  an  editor  at  this  magazine 
whose  wont,  on  seeing  some  news 
item  flash  on  the  wires,  is  to  ask 
reflexively:  "What  does  it  all  mean?" 

These  days,  that's  a  question  many 
people,  not  just  journalists,  are  asking 
about  world  events.  In  the  past  three 
years  or  so,  the  Berlin  Wall  came  down, 
Eastern  Europe  shrugged  off  commu- 
nism. East  and  West  Germany  became 
one,  and  the  Soviet  Union  and  Yugosla- 
via became  many.  For  a  generation  that 
grew  up  knowing  only  a  bipolar  world  in 
which  the  U.  S.  and  the  Soviet  Union 
were  sworn  enemies,  this  upheaval  is 
both  unsettling  and  exhilarating.  Clear- 
ly, long-held  notions  must  be  discarded. 
But  why  did  these  events  transpire? 
What's  next?  What  does  it  all  mean? 

Amazingly,  a  few  brave  authors  have 
already  proffered  answers.  In  The  End 
of  History  and  the  Last  Man,  Francis 
Fukuyama  expands  on  an  article  that 
created  a  remarkable  stir  when  it  ran  in 
the  quarterly  The  National  Interest  in 
1989.  Fukuyama  contends  that  the  world 
is  progressing  inexorably  toward  the 
adoption  of  democratic  principles.  Thus, 
by  "the  end  of  history"  he  means  the 
end  of  all  sorts  of  ideological  conflict.  In 
partial  rejoinder,  Graham  E.  Fuller  has 
written  The  Democracy  Trap. 

Fukuyama,  formerly  with  the  State 
Dept.'s  policy  planning  staff  and  now  a 
consultant  to  rand  Corp.,  has  written  by 
far  the  more  ambitious  book.  Exhaus- 
tively researched  and  carefully  argued. 
The  End  of  History  tries  to  construct  an 
all-encompassing  framework  for  compre- 
hending recent  events.  Evolution  toward 
democracy  is  inevitable,  Fukuyama  ar- 
gues, because  that  system,  more  than 
any  other,  satisfies  individuals'  material 
needs  and  desire  for  self-expression.  But 
as  more  and  more  peoples  are  won  over 
to  democracy  and  the  free-market  sys- 
tem that  usually  accompanies  it,  he  pre- 
dicts, humanity's  evolution  might  culmi- 
nate in  a  "last  man,"  self-satisfied  and 
complacent  because  all  his  needs  appear 
to  have  been  met. 

Yet  Fukuyama  goes  on  to  observe 
that  some  people  are  driven  by  a  motive 
more  deep-seated  than  physical  comfort. 
That  motive  he  dubs  thymos,  Greek  for 
spiritedness.  For  f^ikuyama,  thymos 
means  the  need  for  recognition,  glory, 
and  prestige,  "the  battle  to  death"  by 


which  men  attempt  to  set  themselves 
apart  from  and  above  others.  Medieval 
jousts,  duels,  and  holy  wars  come  to 
mind.  (Clearly,  Fukuyama  intends 
"man"  to  stand  for  humanity,  but  his 
vision  seems  essentially  masculine.) 

Fukuyama's  argument  is  interesting 
but  difficult  to  accept.  The  author  draws 
heavily  on  such  philosophers  as  Hegel 
and  Nietzsche,  as  well  as  from  the  writ- 
ings of  a  less  well-known  Russo-French 
scholar  of  the  mid-20th  century,  Alex- 
andre Kojeve,  whom  he  sets  up  as  a 
brilliant  theorist  of  democracy.  But  Fu- 


battle,  as  Fukuyama  suggests?  If  so, 
wouldn't  armed  combat  spell  the  end  of 
the  end  of  history? 

For  all  its  flaws,  The  End  of  History 
and  the  Last  Man  is  provocative  read- 
ing. The  Democracy  Trap,  on  the  other 
hand,  is  a  disappointment.  Fuller,  once  a 
long-range  forecaster  at  the  CIA  and  cur- 
rently a  political  analyst,  also  with 
RAND,  starts  with  a  good  premise.  There 
are  perils  inherent  in  democracy,  he 
writes — conflicts  between  individual 
wants  and  community  needs,  for  exam- 
ple— that  should  prevent  us  from  cheer- 
ing its  "triumph"  too  loudly.  But 
Fuller's  book  reads  as  though  he  spoke 
it  into  a  tape  recorder.  It  is  littered  with 
gratuitous  asides  and  empty  statements 
such  as:  "America  is  a  phenomenon 
about  which  almost  no  one  can  be  neu- 
tral." A  moralistic  tone  marks  his  discus- 
sion of  "the  decline  of  the  American 
family" — which  he  blames  in  part  on  the 
"growing  freedoms  and  cultural  laxities 


I 


s  the  world  moving 
inexorably  toward  one 
ideology  ?  Or  is  it  too 
soon  to  trumpet 
defrnocracy's  triumph  ? 


kuyama  buries  in  a  footnote  the  follow- 
ing: "There  are  certain  problems  in  see- 
ing Kojeve  himself  as  a  liberal,  insofar 
as  he  frequently  professed  an  ardent  ad- 
miration for  Stalin  and  asserted  that 
there  was  no  essential  difference  be- 
tween the  United  States,  the  Soviet 
Union,  and  China  of  the  1950s."  None- 
theless, Fukuyama  concludes  that  "the 
liberal  Kojeve  [is]  more  plausible  than 
the  Stalinist  one." 

This  is  but  one  example  of  Fukuya- 
ma's tendency  to  explain  away  facts  or 
events  that  get  in  the  way  of  his  argu- 
ment. Ethnic  tensions  in  the  Balkans? 
Kurdish  nationalism?  Islamic  fundamen- 
talism? No  problem,  he  says:  These  are 
simply  twists  and  turns  along  the  path 
to  the  end  of  history.  But  even  if  readers 
buy  into  this  linear  view,  they  are  left 
with  the  conundrum  posed  in  the  book's 
last  section.  Will  some  men,  eager  to 
assert  themselves,  become  nostalgic  for 


of  the  1960s  'cultural  revolution.'  "  Fur- 
ther, he  attributes  far  too  much  impor- 
tance to  democracy's  tolerance  of  such 
fringe  concerns  as  radical  environmen- 
talism.  The  reader  is  left  hungry  for  a 
more  thoughtful  and  dispassionate  dis- 
cussion of  democracy's  flaws. 

One  problem  is  that  the  very  word 
"democracy"  has  been  used  so  careless- 
ly in  recent  months  that  it  has  been 
robbed  of  meaning.  Democratic  elections 
have  been  held  in  countries  from  former 
Soviet  Georgia  to  Algeria,  but  are  demo- 
crats being  elected?  And  what  happens 
to  the  democratic  process  when  the  vic- 
tors in  such  elections  aren't  permitted  to 
lead?  Day  by  day,  the  new  world  order 
is  yielding  more  and  more  questions,  and 
these  books  don't  have  the  answers.  My, 
own  modest  conclusion:  It's  simply  too 
soon  to  understand  what  it  all  means. 

BY  KAREN  PENNAR 
Senior  Writer  Pennar  corers  economics. 
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To  uSy  dental  plans  are  second  nature. 

To  otkers,  tkeyre  second  to  everytking  else. 

A, 


weakness  or 


ioo  often,  tKe  convenience  of  opting  for  a  Lun  Jled  l?enefits  package  is  offset  tine 
f  tlie  dental  program  component,  s  wliy  it's  to  your  company's  advantage 

for  yon  to  choose  tlie  expertise  and  quality  assurance  offered  liy  Delta  Dental.  CH  Since  1954, 
Delta  Dental  lias  Leen  the  only  national  organization  committed  exclusively  to  dental 
Lenefits.  Our  ceimpreliensive  cost  management  program  maLcs  Delta  Dental  a  greater 
value  in  tlie  long  mn  and  limits  employees'out-of-pocl-cet  costs.  And  our  extensive  net- 
work ol  participating  dentists  allows  us  to  deliver  managed  care  features  at  a  level  unmatclied 
fiy  coinpanies  for  whom  dental  plans  are  merely  a  sideline.  CH  1  liat's  why  Delta  Dental 
has  a  98%  customer  retention  rate,  covers  more  than  22  million  people  in  more  than 
28,000  groups  and  pays  more  than  $2  hillion  a  year  ford  ental  care.  □  Tol  earn  more  ahout 
how  your  group  can  share  in  the  advantages  of  choosing;  the  nation's  largest  specialist  in 
dental  health  plans,  call  1-800-441-3434  today.    ^  DOltS  DGIltSl 

Americas  Leader  in  Dental  Health  Plans 


Economic  Viewpoint 


THE  COMMONWEALTH'S  BEST  CHANCE 
IS  COMPETITION 


BY  GARY  S  BECKER 


Free  movement  of 
goods,  capital,  and 
people  among 
the  republics  of  the 
former  Soviet  Union 
would  encourage 
each  one  to  adopt 
the  most  effective 
political  and 
economic  policies 


GARY  S-  BECKER  IS  UNIVERSITY 
PROFESSOR  OF  ECONOMICS 
AND  SOCIOLOGY  AT  ^HE 
UNIVERSITY  OF  CHICAGO 


Competition  among  the  member  republics 
of  the  Commonwealth  of  Independent 
States  offers  a  great  op})ortunity  for 
economic  progi'ess  and  political  freedom.  The 
most  significant  and  lasting  gain  from  the  col- 
lapse of  the  Soviet  Union  could  be  competition 
among  different  policies  and  institutions  that 
were  not  possible  before.  The  competition 
would  exert  pressure  on  each  republic  to  put 
its  house  in  order  as  it  tries  to  attract  do- 
mestic and  foreign  investment  and  the  alle- 
giance of  its  citizens. 

Just  as  consumers  benefit  when  companies 
vie  for  their  patronage  with  different  goods 
and  services,  so  too  would  the  various  ethnic 
groups  in  the  CIS  be  better  off  if  they  could 
choose  among  different  governments,  each 
with  its  own  policies  and  progr'ams. 

Competition  among  the  republics'  economic 
and  political  policies  would  be  especially  ef- 
fective, of  course,  if  the  CIS  allowed  free  move- 
ment of  goods,  capital,  and  people  among 
member  states.  If  that  were  possible,  and  if 
economic  grov/th  were  lagging  in  parts  of  the 
CIS— possibly  because  of  foolish  policies— both 
people  and  capital  would  leave  for  l^etter  con- 
ditions in  economically  successful  republics. 
Migi'ation  would  also  be  unusually  heavy  out 
of  states  that  oppressively  restricted  individual 
liberty:  Thus,  freedom  to  migrate  would  help 
protect  minorities  against  the  most  outrageous 
forms  of  discrimination.  For  example,  if  Azer- 
baijan discriminated  against  its  Armenian  mi- 
nority, some  of  them  might  well  migrate  to 
Armenia  or  another  republic. 
OPEN  BORDERS?  It  was  no  accident  that  es- 
sentially all  communist  countries  sharply  lim- 
ited the  right  to  emigrate,  especially  for 
younger  skilled  workers.  These  governments 
were  well  aware  of  the  power  exercised  by 
those  who  can  vote  with  their  feet.  When  it 
first  became  possible  to  leave  the  German 
Democratic  Republic  less  than  two  years  ago, 
a  mad  exodus  by  tens  of  thousands  of  young 
people  precipitated  the  government's  collapse. 

Although  the  repul)lics  may  agiTe,  however, 
on  free  trade  in  goods  and  capital,  free  mi- 
gration of  people  throughout  the  Common- 
wealth and  coordination  of  many  other  pohcies 
is  not  likely  in  the  near  future.  The  republics 
fear  domination  by  the  Russians,  and  there 
is  intense  hostility  among  other  ethnic  gi'oups. 
Such  frictions  were  exacerbated  by  Stalinist 
policies  of  moving  large  populations  forcibly  in 
and  out  of  different  regions.  But  the  example 
of  gT'owing  coopei'ation  among  formerly  un- 
friendly countries  of  Western  Europe  suggests 
that  cooperation  among  the  former  Soviet  re- 
publics may  grow  over  time. 

Some  economists  point  to  the  European 


Community's  agreement  to  have  a  common^ 
currency  by  the  end  of  the  century  and  lament!' 
that  ethnic  rivalries  and  fears  will  prevent 
the  Commonwealth  from  replacing  the  old 
ruble  with  a  new  ruble.  But  I  believe  thai  a 
common  money  should  be  allowed  to  evolv 
and  should  not  be  imposed  at  the  beginning 
Supporters  of  a  uniform  currency  usually  as 
sume  that  it  will  be  well-managed,  with  a  lo 
rate  of  inflation  and  with  easy  convertibilit 
into  hard  cuiTencies.  But  what  if  it  were  badl,\ 
controlled,  like  the  Argentinean  peso  or  the 
ruble  in  recent  years?  The  fact  is  that  poor 
management  of  money  has  been  far  more  com-j 
mon  than  good  management. 
MINTING  IT.  It  is  better  to  let  repubhcs  issu( 
their  own  currencies,  if  they  want  to,  an( 
reap  the  benefits  of  competition  among  dif- 
ferent currencies.  Thus,  if  the  Russian  ruble 
were  strong  and  the  Ukrainian  money  were 
not,  companies  and  households  in  Ukraint 
would  naturally  use  Russian  rubles  in  some  ol: 
their  transactions. 

Flight  from  their  money  puts  pressure  on 
governments  to  behave  more  responsibly 
while  the  advantages  of  having  a  currencj; 
widely  used  encourage  more  sensible  monetary 
policies.  A  republic  might  even  control  tht 
amount  of  its  money  by  linking  it  to  hard  cur 
rencies,  the  way  the  Hong  Kong  dollar  has 
been  pegged  to  the  U.  S.  dollar. 

Obviously,  competition  among  the  republics 
in  nuclear  weapons  would  not  be  a  good  thing 
It  is  essential  that  the  new  Commonwealtl 
establish  controls  and  safeguards  over  the 
thousands  of  nuclear  warheads  in  its  territory 
The  West  would  like  to  see  many  of  these 
destroyed  and  could  offer  disarmament  anc 
other  inducements  to  the  republics  with  nu 
clear  weapons. 

It  may  seem  unlikely  that  small  republics 
such  as  Moldova  and  Armenia,  can  compete  ef 
fectively  in  the  world  economy  if  the  CIS  does 
not  guarantee  free  trade  among  its  members 
But  countries  with  relatively  small  popula 
tions,  often  dominated  by  a  single  ethnic  grouf 
and  with  their  own  languages  and  currencies 
have  done  well  on  average.  Their  per  capits 
incomes  have  gi'own  faster  than  average  ir 
recent  decades.  International  trade  and  flows 
of  capital  give  producers  and  consumers  ir 
small  economies  access  to  large  markets  anc 
products  from  elsewhere. 

The  economic  vialiility  of  small-fry  nation; 
helps  explain  why  Yugoslavia  and  other  coun 
tries  with  strong  ethnic  rivalries  will  also  dis 
solve  into  loose  confederacies  or  completelj 
separate  nations.  They  too  will  gain  from  com 
petition  among  different  states,  as  peoph 
choose  with  their  wallets  and  their  feet. 
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You  want  to  see  everything.  Maybe  bring  something  back 
so  you  remember  it  all.  Now  if  you  could  just  find  a  few  nice  stores. 
Ah,  there's  one.  And  another.  And . . . 


The  Card. 
The  American  Express"  Card. 

Call  1-800-THE  CARD,  to  apply. 


sCQnomic  Trends 


BY  MICHAEL  J,  MANDEL 


LOWER  RATES  SEND 
A  FLOOD  OF  CASH 
INTO  THE  ECONOMY... 


It's  bonanza  time  for  borfowers.  Al- 
though the  economy  is  still  stalled, 
lower  rates  are  starting  t«  put  ijig  bucks 
into  the  pockets  of  homeowners,  busi- 
nesses, and  even  governments.  Calcula- 
tions by  BUSINESS  WEEK  and  others 
show  that  the  current  level  of  interest 
rates  could  add  about  $27  billion  to  the 
economy  in  1992  (table).  That's  more 
money  than  most  tax-cutting  schemes 
now  talked  about  in  Washington. 

The  biggest  winners  fi'om  lower  rates, 
of  course,  are  homeowners.  Since  last 
summer,  the  interest  rate  on  one-year 
Treasury  bills,  to  which  many  ad- 
justal)le-rate  mortgages  are  pegged,  has 
fallen  by  two  percentage  points.  Fixed- 


WHAT  lOWER  RATES  ADD 
TO  THE  ECOHOMY 


Effects  in  1992* 


Billions  of  dollars 


MORTGAGE  COST  $22 
OTHER  DEBT  2 

Credit  cords,  home  equi^y  and  auto  loons 

INTEREST  INCOME  -15 

Certificates  of  deposit  and  other  savings 


BUSINESS  BORROWING  COSTS 


CORPORATE  DEBT 


10 


ENT  BORROWING  COSTS 


FEDERAL 

STATE  AND  LOCAL 
TOTAL 


7 
1 


$27 


•  ASSUMING  INTEREST  RATES  STAY  AT  CURRENT  tEVELS 

OAU:  MORTGAGE  BANKERS  ASSN  ;  OONAIDSON,  lUFKIN  S  JENRETTE:  BW 


I'ate  mortgages,  too,  have  fallen,  leading 
to  a  tidal  wave  of  refinancings.  Borrow- 
ei-s  could  see  their  housing  costs  fall  by 
some  $22  billion  in  1992,  estimates 
Richaixl  W.  Peach,  an  economist  at  the 
Mortgage  Bankers  Assn.  Other  esti- 
mates for  the  potential  cost  savings 
range  as  high  as  $40  l)illion. 

Companies  stand  to  gain  plenty,  too. 
Right  now,  corporate  bond  rates  are  at 
their  lowest  point  in  14  years,  leading  to 
a  record  pace  of  bond  issues.  Other  com- 
panies are  refinancing  old  debt.  John 
Lonski,  senior  economist  at  Moody's  In- 
vestors Services  Inc.,  calculates  that  at 
current  interest  rates,  $92  billion  of  in- 
vestment-grade bonds  are  worth  refi- 
nancing. Based  on  past  experience,  the 


fall  in  interest  rates  since  last  summer 
could  save  corporations  $10  billion,  which 
could  give  a  nice  boost  to  profits. 

Even  deficit-ridden  governments,  big 
borrowers  in  the  1980s,  are  cashing  in 
on  the  fall  in  interest  i^ates.  Kathleen 
Stephansen,  an  economist  at  Donaldson, 
Lufkin  &  .Jeni'ette  Secui'ities  Corp.,  es- 
timates that  federal  debt  sei'vice  will 
be  $7  billion  lower  in  1992  because  of 
falling  rates.  State  and  local  govern- 
ments, too,  will  benefit,  though  lower 
credit  ratings  will  limit  the  gains. 

All  of  this  money  doesn't  just  fall  out 
of  the  sky.  Lower  rates  do  help  stimu- 
late economic  activity.  But  at  least  ini- 
tially, much  of  the  gain  to  borrowers  is 
being  financed  by  smaller  interest  pay- 
ments to  foreign  investors  and  U.  S. 
households  with  savings.  The  loss  of  in- 
terest income  to  savers  will  total  about 
$1.5  billion  in  1992.  Hardest  hit  are  peo- 
ple with  fat  savings  accounts  but  no 
mortgages— the  elderly,  in  most  cases.  In 
effect,  the  interest-rate  cuts  are  redis- 
tributing income  from  the  old  to  the 
middle-aged  and  young. 

Many  economists  argue  that  this 
transfer  is  beneficial  to  the  econotny,  at 
least  in  the  short  run.  "The  people  who 
have  the  adjustable-rate  debt  are  more 
on  the  edge  in  tei'ms  of  their  finances," 
says  Mark  Zandi  of  Regional  Financial 
Associates  Inc.  That  ineans  they  ai'e 
moi'e  likely  to  spend  their  gains  from 
lower  rates— and  that  could  help  get  the 
economy  going  again. 

With  Kathleen  Madigan  in  New  York 


...BUT  THE  ELDERLY 
ARE  GETTING 
WALLOPED  TWICE 


Even  as  senior  citizens  wate-h  the  rates 
jjaid  on  their  savings  accounts  go 
down,  they  face  another  whammy:  a 
higher  rate  of  inflation  than  other  Amer- 
icans. Medical  costs  are  the  big  culprit. 
People  over  65  spend  13%  of  their  in- 
come on  medical  care,  compared  to  less 
than  5%  for  households  headed  by  peo- 
ple aged  35-44,  according  to  a  recent 
Bureau  of  Labor  Statistics  survey  of 
consumer  spending  patterns.  With  health 
care  inflation  still  running  at  7.5%  annu- 
ally, that  difference  carries  a  l)ig  im- 
pact. Over  the  past  three  months,  the 
inflation  rate  for  someone  over  65  was 
3.7%,  compared  to  3.2%  for  the  U.  S. 
overall.  A  pei'son  over  75  years  old  is 
seeing  an  inflation  rate  of  almost  4%  an- 
nually, which  makes  the  real  interest 
rate  on  savings  accounts  close  to  zero. 

The  eldei'ly  are  not  the  only  ones  fac- 
ing higher-than-average  inflation  rates. 
Also  hit  hard  ai-e  low-income  and  self- 


em[)loyed  households,  who  pay  a  dis- 
proportionately high  share  of  their  in- 
comes for  health  care.  Who  has  the  low- 
est inflation  rate?  High-income  earners, 
who  are  more  likely  to  be  employed  at 
jobs  with  good  health  care  plans. 


THE  RECESSION 
HAS  AMERICANS 
ON  THE  MOVE 


Moving  vans  are  taking  to  the  road 
again.  The  latest  numbers  from 
the  Census  Bui'eau  show  that  on  a  net 
basis,  about  550,000  people  moved  out  of 
the  Northeast  and  the  Midwest  from 
April,  1990,  to  July,  1991.  The  bulk  of 
the  losses  came  from  recession-stricken 
states  such  as  Massachusetts  and  New 
Yoi'k,  but  the  moderate  downturn  in  the 
Midwest  didn't  stop  people  fi-om  leaving 
there  as  well.  Main  destinations:  Florida, 
Nevada,  and  Washington  state. 

However,  the  Northern  states  are  still 
a  magnet  for  some  groups.  Over  the 
same  period,  the  Northeast  and  the  Mid- 
West  were  garnering  a  healthy  40%  of 
immigrants  from  overseas,  helping  com- 
pensate for  the  domestic  outflow.  If 
these  trends  continue,  the  economic  vi- 
tality of  the  Northeast  and  Midwest  will 
become  even  more  dependent  on  the 
health  of  their  immigrant  communities. 


WHY  THE  SLUMP  IN 
HOUSING  LED  TO 
A  BOOM  IN  SAVINGS 


Personal  savings  staged  a  dramatic 
collapse  in  the  1980s.  From  1981  to 
1989,  the  savings  rate,  as  a  percentage 
of  disposable  personal  income,  fell  from 
8.8%  to  only  4.4%.  Now,  the  latest  num- 
bers show  a  modest  upturn  in  pei'sonal 
savings.  Indeed,  even  though  interest 
paid  on  savings  has  plunged,  the  savings 
rate  over  the  past  six  months  has  aver- 
aged 5.2%,  its  highest  level  since  1986. 

Does  that  mean  Americans  have  sud- 
denly rediscovei'ed  the  virtues  of  thrift? 
Not  necessai'ily.  According  to  a  recent 
analysis  l)y  economists  Alicia  H.  Munnell 
and  Leah  M.  Cook  of  the  Federal  Re- 
serve Bank  of  Boston,  much  of  the  drop 
in  savings  in  the  1980s  was  a  response 
to  the  housing  boom  of  the  late  1960s 
and  1970s.  As  home  values  soared, 
pleased  homeowners  had  less  reason  to 
put  away  money  in  the  bank.  Now,  with 
housing  prices  stagnating  across  the 
counti'y,  consumers  can't  expect  that  to 
happen  again.  So  unless  the  housing 
market  unexpectedly  recovers,  the  sav- 
ings rate  may  continue  its  upward  climb. 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


MfHILE  INFLATION  SLEEPS, 
RECOVERY  HAS  A  FIGHTING  CHANCE 


What  could  go  right  in  1992?  Inflation  could 
easily  be  the  most  pleasant  surprise.  Except 
for  a  few  pockets  of  resistance,  price  pres- 
ures  are  virtually  nonexistent — and  likely  to  remain  so. 
Low  inflation  is  a  cornerstone  of  the  recovery  process, 
t  gives  the  Federal  Reserve  more  freedom  to  push 
hort-term  interest  rates  as  low  as  needed.  It  keeps 
pward  pressure  off  long-term  rates  that  are  crucial  to 
ousing  demand  and  to  the  reliquification  of  business 
nd  consumer  balance  sheets.  And  low  inflation  boosts 
he  purchasing  power  of  household  incomes. 
Right  now,  economists  expect  the  consumer  price  in- 
ex  to  rise  by  about  3.59'  during  1992.  But  given  the 
conomy's  poor  start  in  the  New  Year,  along  with  pros- 
ects  for  a  less-than-robust  recovery,  the  CPI  stands  a 
:ood  chance  of  coming  in  below  that  projection. 

Going  into  1992,  service-sec- 
tor restructuring  is  holding 
down  the  growth  of  service 
wages.  That's  a  long-term  phe- 
nomenon that  will  keep  a  lid  on 
the  growth  of  service  prices 
(chart).  And  plenty  of  unused 
production  capacity  is  keeping 
prices  of  goods  in  line.  Al- 
though exports  continue  to  be  a 
plus  for  manufacturing,  the 
poor  outlook  for  domestic  de- 


SERVICE  INFlATiON 
IS  IN  RETREAT 


JAN. '90  DEC. ■91 

.  PERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA:  UBOR  DEPT.,  BW 


nand  this  winter  means  that  even  more  capacity  is  likely 
0  stand  idle  in  coming  months. 

Oil  is  the  wild  card  in  the  inflation  outlook.  OPEC's 
fforts  to  stem  the  recent  $5-a-barrel  drop  in  oil  prices 
ince  November  got  a  lift  on  Jan.  21  from  Saudi  Arabia, 
v'hich  voluntarily  cut  its  production  by  100,000  barrels  a 
lay.  But  with  most  major  economies  beset  by  recession 
ir  near-recession,  weak  world  demand  for  oil  will  require 
izable  cutbacks  to  keep  prices  from  sliding  further.  By 
aid-January,  U.  S.  gasoline  prices  had  fallen  to  where 
hey  were  in  July,  1990,  before  the  Persian  Gulf  crisis. 

PRICE  The  latest  report  on  consumer  prices 

HIKES  looks  favorable.  The  CPI  closed  out  1991 

with  a  modest  gain  of  0.3%.  Even  exclud- 

SHRINKING  jj^g  ^Yie  volatile  food  and  energy  sectors, 
^hich  can  distort  the  underlying  trend,  prices  were  also 
ip  0.3%.  For  the  year,  the  CPI  rose  3.1%.  That  was  down 
rom  6.2%  in  1990,  and  it  was  the  slowest  rate  since  1986. 

Oil  prices  skewed  those  results,  however.  Because  of 
he  gulf  crisis,  energy  prices  had  surged  18.1%  in  1990 
,nd  then  dropped  7.4%-  in  1991.  Still,  leaving  out  energy 


and  food,  the  core  rate  of  inflation  came  down  by  nearly 
a  percentage  point  last  year,  to  4.47^  from  5.2%  in  1990. 

That  fundamental  improvement  should  continue  in 
1992.  In  fact,  during  the  final  three  months  of  last  year, 
core  inflation  slowed  to  an  annual  rate  of  3.1%.  That  was 
the  best  performance  in  any  quarter  in  nine  years — and 
an  indication  of  how  rapidly  price  pressures  are  easing. 

The  best  thing  the  inflation  outlook  has  going  for  it 
right  now  is  a  sharp  deceleration  in  service  prices,  which 
had  been  a  real  problem  area  until  about  a  year  ago. 
Excluding  energy,  service  inflation  had  hit  6.5%  in  early 
1991,  but  by  yearend,  it  had  fallen  to  only  4.6%. 

Prices  of  medical,  education- 
al, and  personal  services  contin- 
ue to  rise  rapidly,  but  the  pace 
is  slowing  even  in  some  of  the 
toughest  sectors.  Prices  of  med- 
ical services,  for  example,  rose 
8%  last  year,  but  that's  down 
from  nearly  10%  a  year  ago. 

A  bit  surprisingly,  goods  in- 
flation— excluding  energy  and 
food — has  actually  accelerated 
during  the  past  year.  Goods 


FACTORY  OUTPUT 
IS  GOING  NOWHERE 
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prices  rose  4%-  in  1991,  compared  with  3.3%  during  1990. 

Medicine  and  education  are  problems  here  as  well,  but 
faster  price  growth  in  other  areas,  such  as  tobacco  and 
alcoholic  beverages,  is  a  temporary  result  of  tax  hikes 
last  year  that  will  not  be  repeated  this  year. 

(INDUSTRY  To  be  sure,  the  outlook  for  goods  infla- 
WRESTLES  tion  is  bright.  A  chief  reason  is  the  de- 
WITH  WEAK  pressed  state  of  manufacturing  and  little 
DEMAND  prospect  that  consumer  demand  for 
goods  will  firm  up  anytime  soon.  Even  if  spending  be- 
gins to  pick  up  in  the  spring,  factories  are  already  oper- 
ating at  such  low  levels  of  capacity  that  their  pricing 
power  will  remain  weak  through  much  of  the  year. 

At  the  end  of  1991,  industrial  production  was  falling. 
Output  at  factories,  mines,  and  utilities  dropped  0.2%  in 
December — the  third  consecutive  decline.  A  drop  in  utili- 
ty output  in  December,  the  result  of  milder-than-normal 
weather,  accounted  for  much  of  that  month's  weakness. 

Manufacturing  output  rose  only  a  scant  0.1%  in  De- 
cember after  a  O.SVi  dip  in  November  and  no  growth  in 
October  (chart).  Planned  cutbacks  by  the  auto  industry 
in  the  current  quarter  do  not  bode  well  for  factory 
production  in  coming  months. 

Output  of  construction  supplies,  up  0.4%  in  December 
and  0.5%  in  November,  showed  some  strength.  That's  a 
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THE  TRADE  PICTURE 
GETS  MUCH  BRIGHTER 


sign  that  the  modest  upturn  in  homebuilding  is  one  of 
the  economy's  few  pluses.  In  December,  housing  starts 
rose  2.59',  to  a  1.1  milhon  annual  rate.  But  for  all  of 
1991,  housing  suffered  its  worst  year  in  the  postwar  era. 

Although  sick  domestic  demand  is  the  bane  of  the 
industrial  sector,  many  factories  can  count  on  some 
growth  in  spending  from  foreign  buyers.  The  merchan- 
dise trade  deficit  shrank  by  nearly  half  in  November,  to 
S3. 6  billion  from  S6.3  billion  in  October. 

After  adjusting  for  inflation, 
exports  are  closing  their  gap 
with  imports  (chart).  The  al- 
ready reported  Japanese  trade 
data  suggest  that  the  U.  S. 
trade  deficit  likely  widened 
again  in  December.  But  even  so, 
the  foreign-trade  sector  could 
have  added  at  least  19^  to  real 
gross  domestic  product  growth 
last  quarter,  at  an  annual  rate. 
Given  the  weakness  in  domestic 
spending,  that  addition  could  mean  the  difference  be- 
tween positive  or  negative  growth  in  the  fourth  quarter. 

Exports  rose  to  a  record  §37.5  billion  in  November, 
0.9'f  above  the  previous  high  set  in  October.  The  best 
performers  have  been  food  and  capital  goods,  where 
U.  S.  trade  is  firmly  in  surplus. 

Developing  countries  have  become  our  fastest-grow- 
ing market,  in  part  because  many  industrialized  econo- 
mies are  slumping.  U.  S.  exports  to  industrialized  nations 
rose  3.4"'  in  the  first  11  months  of  1991,  compared  with 
the  same  period  of  1990.  For  developed  countries,  the 
pace  was  14.2''.  The  biggest  leap  seems  to  be  in  Latin 
America.  Exports  to  Mexico  and  Brazil  are  up  IT/i,  while 
shipments  to  Venezuela  have  jumped  by  54.4%. 

Slack  U.  S.  demand,  however,  has  cut  into  the  growth 
of  imports,  which  fell  a  sharp  5.5''  in  November.  Im- 
ports of  nonauto  consumer  items  fell  4.1'  -  in  November 


JAN.  '90  NOV,  91 

A8IUJOHSOFI987  DOLURS 
DATA:  COMMERCE  DEPT 


after  posting  big  gains  in  the  previous  two  months. 
Many  of  those  goods  were  probably  shipped  in  for  the 
Christmas  selling  season.  They  may  well  have  ended  up 
in  inventory,  though,  since  retail  sales  were  so  poor  in 
November  and  December.  That  means  consumer  imports 
should  be  weak  in  the  next  few  months. 


PURCHASIHG  POWER 
GETS  A  LIFT 

05 


(FACTORIES  With  domestic  demand  flagging,  an  in- 
AREWAY  creasing  amount  of  U.S.  production  ca- 
BELOW  pacity  is  standing  idle.  The  operating  rate 
CAPACITY  all  industry  fell  0.3  percentage  points 

in  December,  to  799(,  and  the  rate  in  manufacturing 
slipped  a  tenth  of  a  point,  to  a  low  78.17'^. 

Capacity  utilization  is  likely  to  dip  even  more  in  com- 
ing months,  and  it  will  be  some  time  before  operating 
rates  come  close  to  the  83/'  level  that  is  associated  with 
conditions  that  allow  upward  pressure  on  goods  prices. 

The  favorable  impact  of  low 
inflation  on  the  buying  power  of 
consumers'  incomes  is  already 
showing  up  in  the  data.  In  De- 
cember, the  real  weekly  earn- 
ings of  production  workers — ad- 
justed for  inflation — rose  0.1%. 
And  from  the  fourth  quarter  of 
1990  to  the  fourth  quarter  of 
1991,  real  earnings  increased,  if 
only  by  a  slim  amount  (chart). 

Still,  it  was  the  first  yearly 
gain  since  1986.  Weekly  earnings  before  inflation  have 
risen  between  3.17^  and  3.5%  in  each  of  the  past  five 
years,  but  because  of  last  year's  low  inflation,  wage 
earners  saw  their  purchasing  power  increase. 

Another  good  year  for  inflation  in  1992  could  lift  real 
earnings  for  the  second  consecutive  year — which  hasn't 
happened  in  more  than  a  decade.  When  the  job  market 
turns  around,  more  buying  power  will  give  the  economy 
a  fighting  chance  at  a  consumer-led  recovery. 
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EMPLOYMEHT  COSTS 

front  and  some  buildup  of  inventories. 
In  the  third  quarter,  real  gross  domestic 
product  rose  at  a  1.8''  annual  rate.  Infla- 
tion, as  measured  by  the  GDP  price  defla- 
tor, likely  increased  at  a  3''  annual  rate 
last  quarter,  up  from  2.1''  in  the  thii'd. 

DURABLE  GOODS  ORDERS 

Eai-nings  were  buoyed  by  a  longer  work- 
week and  the  extension  of  some  unem- 
ployment benefits.  Consumer  spending 
was  probably  unchanged  last  month  af- 
ter rising  0.7^"'  in  November. 

LEADING  INDICATORS 

Tuesddi).  Jan.  JS.  8:-jO  a.m. 
Labor  costs  at  nonfarm  businesses  are 
expected  to  have  risen  by  about  L'  in 
the  fourth  quarter,  according  to  econo- 
mists polied  bv  MM.S  International,  a  unit 
of  McGraw-Hill  Inc.  That  would  be  a 
slight  decrease  from  the  1.2'-  advance  in 
the  third  quarter,  reflecting  moderation 
in  wages  as  continued  slackness  in  labor 
demand  squeezes  pay  raises. 

GROSS  DOMESTIC  PRODUCT 

Friday.  Jan.  Jl,  8:-J0  a.m. 
The  MMS  consensus  is  that  the  govern- 
ment's composite  index  of  leading  indica- 
tors was  little  changed  in  December.  In 
November,  the  index  fell  CS*?'. 

NEW  SINGLE-FAMILY  HOME  SALES 

Thursday.  Jan.  JO.  S:JO  a.m. 
New  orders  for  durable  goods  probably 
fell  by  about  L'  in  December,  reversing 
the  L''  gain  posted  in  November,  The 
►  d  drop  is  another  sign  of  the 
•  :iing  industrial  sector. 

PERSOHAL  INCOME 

Wediasdinj.  Jan.  29.  8:J0  a.m. 
The  fouiih-quarter  economy  probably 
experienced  no  growth,  say  the  M.\IS 
economists.  Faliing  final  domestic  de- 
mand offset  gains  on  the  foreign-trade 

Friday.  Jan.  Jl,  10  a.m. 
New  homes  probably  sold  at  an  annual 
rate  of  535,000  in  December,  say  the 
MMS  economists.  In  November,  the  annu- 
al rate  was  .520,000. 

Thursday.  Jan.  JO,  10  a.m. 
Personal  income  likely  rose  0.57'  in  De- 
cember after  falling  O.L'  in  November. 
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At  last,  everything 
youVe  been  waiting  for 
in  an  affordable 
plain  paper  laser  fax. 

Including  a  break. 

Fu)iisu  set  the  industry  standard  in  laser  plain 
paper  faxes.  Today,  the  dex  740  sets  a  new  stan- 
dard. It  combines  an  affordable  purchase  price 
and  low  operating  costs,  with  high-performance 
features  designed  to  keep  your  business  running 
smoothly. 

A  break  from  bottlenecks.  N'o  more  standing 
m  line  for  the  fax  machine.  W'llh  its  dual  access 
feature,  the  dex  740  can  prepare  one  document 
for  sending  while  transmitting  another.  Make 
copies  while  it's  sending  or  receiving.  Scan  and 
program  a  document  for  delayed  broadcast  while 
it's  receiving.  And  perform 
any  function  you  choose 
at  the  touch  of  a 
'single  button. 

"J^^  Is  1.5  seconds 
fast  enough? 

^        That's  all  the  time 
it  takes  for  the  dex 
740  to  scan  one  page. 
\o  other  fax  gives  you 
that  break.  Plus  a  trans- 
mission speed  of  just  9  seconds. 

Clear  efficiency.  Communication  flows  with 
optimum  efficiency,  with  the  clarity  of  Ultra- 
Smooth  printing  and  automatic  error  correction. 
Even  when  you're  replenishing  paper  or  sup- 
plies, the  dex  740  continues  to  transmit  and 
receive  documents  uninterrupted. 

Backed  by  the  experts.  .\dd  to  the  above,  the  fact 
that  It's  backed  by  one  of  the  largest,  dedicated 
fax  service  organizations  in  the  world,  and  you'll 
see  why  the  dex  740  is  everything  you've  been 
waiting  for. 

So  why  wait  any  longer?  Contact  Fujitsu  Imaging 
Svstems  of  .\merica.  36  Apple  Ridge  Road. 
Danbur\-.  CT  06810  or  call  1-800-243-7046. 


FUJITSU 

Tre  q:Gbal  corrputer  and  communications  company. 


POLICY 


rhis  was  to  be  the  State  of  the 
Union  address  that  Presidents 
dream  about.  The  Jan.  28  speech 
to  Congress  and  the  nation 
would  be  a  curtain  call  for 
ge  Bush's  first  three  years  in  office 
1  rousing  send-off  for  his  reelection 
aign.  The  President  would  throw  the 
ight  on  his  new  world  order:  The  So- 
iienace  vanquished.  Saddam  Hussein 
down  to  size.  America 
ling  tall.  Bush  would  draw 
inmistakable  contrast  be- 
Q  himself  and  the  Demo-  ECONO' 
who  opposed  the  Reagan- 
defense  buildup  and  the 
against  Iraq. 

e  economic  state  of  the  na- 
(Vas  to  be  little  more  than  a  footnote, 
eady  recovery  would  have  left  the 
,  shallow  1991  recession  a  fading 
ory.  Even  the  vexing  budget  deficit 
d  be  coming  under  control. 
lASKlNG.  Funny  the  tricks  history 
;.  Moscow's  emerging  democracy 
s  a  million  miles  away,  far  from  the 
jhts  of  most  Americans.  Saddam 
ein  is  still  in  power,  hanging  on  to 
uclear  weapons  capability.  And  then 
's  the  economy  . . . 

;tead  of  simply  basking  in  the  ap- 
le  of  a  grateful  nation.  Bush  now 

convince  impatient  voters  that  he 
;urn  the  economy  around  (page  25). 

Brentwood  (N.  H.)  florist 
■  Wuethrich,  a  die-hard  Re- 
can:  "I  think  the  State  of 
Jnion  is  going  to  be  the 

if  Bush  comes  up  with 
thing  new  and  dramatic, 
t  now,  I  think  it's  the  same 
hetoric." 

sh  must  feel  like  a  CEO 
e  grand  plans  for  expan- 
have  been  wrecked  by  the 
sion.  He  needs  to  think 
t  the  long-term  future  of 
business,  but  all  his  atten- 
1  is  consumed  by  keeping 
!  company  going  for  the 
xt  year.  "There  are  struc- 
iral  problems  that  we  could 
leal  with,"  says  Lehman 
Brothers  Chief  Economist 
Robert  J.  Barbera.  "But  is 
it  pragmatic  to  make  ad- 
justments for  the  long 
term  when  you're  at 
the  trough  of  a  reces- 
sion and  the  start  of 
an  election  year?" 
It's  not  if  you 
are  George  Bush, 
whose  mantra  for 
92  is  shaping  up 
as  fiscal  discipline 
and  caution.  Says 
a  senior  Adminis- 


tration official:  "The  economy  will  come 
back.  Housewrecking  the  budget  would 
tell  the  rest  of  the  world  that  we  cannot 
manage  our  affairs  in  a  sensible  fashion. 
The  markets  don't  put  up  with  this  stuff." 

Bush  is  feeling  great  pressure  to  bal- 
ance the  political  need  for  a  highly  visible 
quick  fix  with  policies  that  focus  on  what 
really  matters  to  the  U.  S.  economy — in- 
creasing  productivity   for  long-term 
growth.  Says  Senator  Pete  V. 
Domenici  (R-N.  M.),  the  senior 
Republican  on  the  Senate  Bud- 
get Committee:  "The  President 
has  to  show  the  American  peo- 
ple that  he's  got  policies  that 
can  deal  with  the  long  term  as 
well  as  the  short  term." 
The  White  House  is  well  aware  of  the 
need  for  such  a  package.  But  fatigue  and 
sharp  divisions  among  his  top  aides  have 
made  it  tough  for  Bush  to  act  boldly  (page 
60).  Privately,  his  senior  aides  agonize 
over  the  difficulty  of  getting  action  on  the 
critical  issues  of  education,  investment, 
and  trade  in  the  highly  charged  climate  of 
an  election  year.  Council  of  Economic  Ad- 
visers Chairman  Michael  J.  Boskin  con- 
cedes that  without  fundamental,  produc- 
tivity-enhancing  changes,    the    U.  S. 
economy  will  be  lucky  to  grow  by  even 
2.5%  a  year  over  the  long  run. 

Boskin  says  the  Administration  is  aim- 
ing at  three  goals  at  once:  getting  the 


THE  BUSH  GROWTH  PLAH 


T  1  Relief  for  the  middle  class,  especially  fam- 

I  MALi^  ilies  with  children.  Tax  breaks  for  capital 
gains,  capital  investment,  first-time  home  buyers.  Ex- 
pansion of  individual  retirement  accounts 

Further  cuts  in  spending  for  both  opera- 
tions and  v/eapons  procurement.  Deep 
cuts  in  strategic  v^eapons,  modest  troop  reductions.  Big 
gest  budget  impact  remains  several  years  off 


DEFENSE 


HEALTH  CARE 


A  "market-oriented"  ap- 
proach. Tax  credits  for  low-in- 
come people,  deductions  to  help  the  middle  class.  The 
wealthy  may  be  taxed  on  employer-sponsored  benefits 


REGULATION 


A  90-day  freeze  on  new  federal 
rules  that  increase  cost  of  doing 
business,  such  as  pollution  and  worker-safety  regula- 
tions. Possible  new  push  to  expand  banking  powers 


THE  BUDGET 


Maintain  at  least  the  outlines  of 
1990  budget  agreement.  To 
avoid  swelling  the  deficit,  use  accounting  changes  and 
entitlement  cuts  to  finance  tax  reductions 


economy  growing,  dealing  with  a  "major 
long-run  productivity  problem,"  and  ad- 
dressing structural  imbalances,  including 
the  huge  increase  in  household  debt  over 
the  past  decade  and  the  need  to  convert  to 
a  post-cold-war  economy. 

Bush  may  recognize  the  problem,  but 
he's  unlikely  to  take  the  bold  steps  needed 
to  do  something  about  it.  His  speech  to 
Congress  is  likely  to  include  plenty  of 
rhetoric  about  long-term  growth.  He'll 
talk  about  the  importance  of  research  and 
development,  increased  national  saving, 
business  investment,  education,  and 
health  care  reform  (table).  But  barring 
some  stunning  surprise,  he'll  offer  few 
solutions.  "My  biggest  fear,"  says  one  Ad- 
ministration insider,  "is  that  people  will 
think  we're  not  doing  enough,  that  we're 
being  too  cautious  about  the  future." 

The  President  will  talk  about  using  the 
same  skills  that  won  the  Persian  Gulf  war 
to  keep  the  U.  S.  economy  the  strongest  in 
the  world.  He  previewed  the  message  in  a 
recent  political  tour  of  New  Hampshire: 
"I'd  like  to  take  the  same  kind  of  energy 
and  leadership  that  we  had  in  Desert 
Storm  and  use  it  to  help  the  working  men 
and  women  in  this  country." 
WEAK  SPOTS.  For  Bush's  sake,  whatever 
he  tries  had  better  work.  Democrats,  both 
those  in  Congress  and  the  party's  Presi- 
dential hopefuls,  have  shifted  the  political 
debate  away  from  Bush's  strong  suit  of 
foreign  policy  onto  such  issues 
as  middle-class  tax  relief,  health 
care,  and  government  invest- 
ment in  human  capital,  where 
the  President  is  weakest.  Wash- 
ington, says  House  Speaker 
Thomas  Foley  (D-Wash.), 
should  take  steps  that  "would 
help  both  in  long-term  economic 
growth  and  in  the  short-term 
confidence  of  the  country." 

The  Democrats  have  shar- 
pened the  focus  on  short-term 
performance  by  making  the 
economy  the  marker  against 
which  the  entire  Bush  Presiden- 
cy should  be  judged.  "The  sin- 
gle greatest  problem  is  the  re- 
cession," says  Senate  Majority 
Leader  George  J.  Mitchell  (D- 
Me.).  "We  simply  have  to  take 
action  to  lift  this  economy  out 
of  recession." 

Bush  will  respond  in  both  the 
speech  and  his  fiscal  1993  bud- 
get, due  out  on  Jan.  29.  But  his 
message  will  be  complex  and 
will  interweave  several  themes: 
Get  the  economy  back  on  its 
feet,  but  prepare  the  ground 
for  long-term  growth.  Real  es- 
tate will  lead  the  U.  S.  out  of 
recession,  so  bolster  eroding  as- 
set values  and  help  first-time 
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■k  THOUSANDS  OF  UNEMPLOYED  WORKERS  GATHERED  IN  THE  COLD  ON  A  NAVY  PIER  IN  CHICAGO  TO  APPLY  FOR  JOBS  IN  A  SHERATON  HOTEL 


home  buyers.  Target  more  resources  to 
families  with  children.  Increase  long- 
term  savings  and  investment. 

The  trouble  is  that  the  President,  for 
whom  caution  and  compromise  are 
watchwords,  has  put  together  an  eco- 
nomic agenda  that  tries  to  be  all  things 
to  all  people.  But  it  will  satisfy  no  one. 
"Conceptually,  it  looks  pretty  good," 
says  Representative  Vin  Weber  (R- 
Minn.),  a  leader  of  House  conservatives. 
"But  it's  not  aggressive  enough.  It  says 
they  really  don't  believe  their  package 
will  do  anything  to  spur  the  economy." 
MANY  GOODIES.  Bush's  bow  toward  the 
quick  fix  will  include  a  promise  of  mid- 
dle-income tax  cuts  and  some  new  real 
estate  tax  breaks.  Both  are  tremendous- 
ly popular  on  the  Hill.  Neither,  Bush 
aides  privately  admit,  will  do  much  to 
spur  growth.  Nonetheless,  Bush's  recov- 
ery plan  will  include  an  increase  in  the 
personal  exemption,  a  new  $5,000  tax 
credit  for  first-time  home  buyers,  and  a 
proposal  V)  restore  the  ability  of  devel- 
opers and  some  others  to  write  off  real 
estate  losses  against  real  estate  income. 

Savers  would  enjoy  liberal  new  rules 
for  individual  retirement  accounts,  inves- 
tors would  get  a  capital-gains  rate  cut, 
and  business  would  enjoy  faster  write- 
offs of  ecjuipment  and  a  permanent  cred- 
it for  research  and  development  costs. 
Beyond  taxes.  Bush  will  temporarily 
freeze  government  regulations  that  add 
costs  to  business.  He'll  urge  establish- 
ment of  joint  government  and  business 


research  ventures  for  biotechnology  and 
development  of  high-tech  materials.  And 
he  will  again  propose  major  changes  in 
the  banking  laws.  Finally,  Bush  will  sug- 
gest reforms  in  job  training  programs  as 
well  as  some  new  money  for  Head  Start, 
the  popular  preschool  program. 

Bush  will  promise  to  do  it  all  within 
the  restraints  of  the  1990  budget  agree- 
ment. His  budget  package  will  include 
more  than  a  bit  of 
accounting  gimmick- 
ry— what  budget  in 
the  past  decade 
hasn't? — but  it  will 
mostly  keep  within 
the  framework  of 
the  budget  deal. 
That  means  very  lit- 
tle net  fiscal  stimu- 
lus, perhaps  $10  bil- 
lion this  year. 

Will  Bush's  pack- 
age do  the  job,  either 
in  the  long  run  or 
the  short  term?  Can 
it,  as  he  promises, 
get  the  economy 
moving?  And  most 
important,  will  it  set 
the  table  for  the  pro- 
ductivity growth  the 
U.  S.  needs  to  re- 
main competitive? 

The  answer,  sadly, 
is  probably  not. 
Bush    must  steer 


through  a  mine  field  of  conflicting 
choices.  He  has  to  increase  consumption 
to  jump-start  the  economy  today,  yet 
boost  savings  for  the  future.  He  must 
use  subsidies  to  stimulate  private  invest- 
ment, while  keeping  government  bor- 
rowing under  control.  And  he  must  find 
a  way  to  slash  Pentagon  spending  while 
minimizing  economic  dislocation. 
This   struggle   will    be  reflected 


BUSH'S  PLAN  SKIMS  OVER  THE  WOl) 


INVESTMENT 


SAVINGS 

PERSONAL  SAVINGS  AS  A  SHARE 
OE  DISPOSABLE  INCOME 
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CAPITAL  FORMATION 


Bush  will  stress  saving 
and  investment,  but  hi 
proposals  will  be  modest.  He  should  recommend  broad  reforrr 
the  tax  treatment  of  capital  investment,  including  allowing  bu 
ness  to  deduct  the  full  cost  of  new  equipment  in  the  first  year, 
plan  to  expand  individual  retirement  accounts  may  increase  p 
vote  savings,  but  at  the  cost  of  big  new  federal  deficits 


oil 
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iroughout  his  economic  plan.  While 
ush  is  still  fleshing  out  the  details,  the 
ickage  will  be  anchored  by  a  modest 
■shuffling  of  the  tax  burden.  Because 
,>  wants  to  maintain  some  budget  disci- 
ine,  he  must  pay  for  tax  relief  either 
I  raising  other  taxes  or  by  cutting 
)ending.  The  most  likely  target:  cuts  in 
edicare  benefits  for  wealthy  retirees,  a 
)litical  nonstarter.  House  Ways  & 
cans  Committee  Chairman  Dan  Ros- 
nkowski  (D-Ill.)  has  already  warned 
ush  that  he'll  insist  on  a  surtax  on 
illionaires  as  a  way  to  pay  for  at  least 
irt  of  Bush's  proposed  tax  relief. 
iMPTiNG  MORSEL.  The  most  visible  tax 
It  will  be  an  increase  in  the  personal 
;emption,  which  is  now  about  $2,300  a 
;rson.  The  plan  is  intended  to  put  about 
.0  billion  a  year  into  taxpayers'  pock- 
s,  mostly  to  the  benefit  of  families 
aking  $50,000  to  $100,000.  Some  of  the 
oney  will  be  used  to  pay  down  debt. 

0  one  knows  how  much  will  be  used  to 
ly  Japanese-made  VCRS  or  German 
itomobiles.  Certainly,  a  few  dollars  will 
^  spent  on  U.  S.  goods.  "It's  just  pro- 
msumption,  antisaving,"  says  William 
,  Melton,  chief  economist  at  IDS  Finan- 
al  Services  Inc.  "It  might  be  useful  in 
le  short  term,  but  in  the  long  run,  it's 
St  more  Reaganomics." 

And  while  offering  a  home  buyers'  tax 
•edit  to  boost  real  estate  asset  values  is 

tempting  political  morsel,  it  is  not 
ithout  risks.  The  favored  tax  treatment 
'  home  ownership  already  makes  it 
nong  the  most  heavily  subsidized  activ- 
les  in  the  nation,  costing  the  Treasury 
ore  than  $75  billion  in  revenue  last 
?ar.  In  addition,  inflated  real  estate  val- 
5S  were  the  biggest  single  contributor 

1  the  collapse  of  the  savings  and  loan 


industry  and  the  banking  crunch,  a  turn 
of  events  that  was  largely  responsible 
for  throwing  the  economy  into  recession. 

A  long  debate  over  the  plan  could  dis- 
sipate any  quick  boost  that  increased 
home  sales  might  give  the  economy. 
Says  Neal  M.  Soss,  chief  economist  at 
First  Boston  Corp.:  "It  will  freeze  hous- 
ing sales,  because  a  seller  will  demand 
the  extra  value  that  the  credit  adds  to 
his  house,  while  a  buyer  won't  pay  until 
the  credit  is  a  sure  thing." 


a  scheme  that  would  allow  companies  to 
take  full  tax  write-offs  in  the  year  an 
investment  is  made.  Such  a  plan  would 
cost  the  Treasury  tens  of  billions  in  the 
first  year,  although  the  cost  would  be 
largely  washed  out  over  five  years.  But 
Bush  has  ducked  that  one,  too.  Instead, 
he'll  propose  a  modest  accounting 
change  that  will  permit  companies  to  ac- 
celerate write-offs  under  existing  depre- 
ciation schedules.  Administration  aides 
recognize  the  problems,  but  the  White 


THE  DEMOCRATS  ARE  GETTING  READY  TO  POUNCE 


•k  MITCHELL:  "WE  SIMPLY 
HAVE  TO  TAKE  ACTION" 


i.  FOLEY:  CONFIDENCE 
MUST  BE  RESTORED 


ROSTENKOWSKI:  A 
SURTAX  ON  MILLIONAIRES 


NOMIC  TROUBIE  SPOTS 


INCIAL  SYSTEM 


Business  ran  up  massive  debt 
in  the  1980s  in  part  because 
'  favors  borrowing  over  equity  financing.  The  White  House 
urge  an  end  to  the  double  taxation  of  dividends 


rik         Bush  will  focus  on  short-term  shifts  in  military 
Lll  jL  spending,  while  what's  needed  is  a  long-term 
hose  shifts  need  to  be  coupled  with  brood  changes  in  do 
policy  that  the  peace  dividend  will  make  possible 


The  White  House  will  offer  piecemeal  reforms.  But 
ik  1 1  I  sweeping  changes  ore  needed  to  provide  afford- 
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health  care  costs  will  swallow  the  peace  div 
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C  A  TlOkl  ^"^^    proposing  more  money 
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J 

vrt  I  Iwll  Start,  the  preschool  program  for  poor  kids, 
me  streamlining  of  federal  vocational  education  programs, 
se  efforts  fall  far  short  of  the  major  overhaul  needed  to 
e  a  work  force  that  will  keep  the  U.S.  competitive 


Other  proposals  run  into  similar  prob- 
lems. Bush  will  recommend  broad  new 
incentives  to  save  through  IRAs.  While 
the  plan  should  produce  a  bit  of  revenue 
for  the  Treasury  in  the  first  year,  it  will 
cost  tens  of  billions  in  the  future. 
WILD  SHIFTS.  Budget  constraints  have 
also  sunk  hopes  that  Bush  will  tackle 
fundamental  questions  of  how  the  tax 
code  affects  business  decisions.  There 
have  been  two  criti- 
cal issues  hanging 
over  investment 
choices  in  recent 
years — tax-favored 
borrowing  and  wild 
shifts  in  the  ability 
of  companies  to 
write  off  capital  in- 
vestment. The  Trea- 
sury Dept.  staff  re- 
leased a  report  in 
early  January  urg- 
ing reform  of  a  sys- 
tem that  requires 
both  corporations 
and  shareholders  to 
pay  tax  on  company 
profits  paid  out  as 
dividends. 

Similarly,  most 
economists  recognize 
the  need  to  match 
depreciation  more 
closely  to  the  cost  of 
capital  equipment. 
Many  have  endorsed 


House  is  going  to  take  it  slow.  "In  an 
election  year,"  says  one  senior  Adminis- 
tration official,  "you're  not  going  to  get 
sea  changes  in  the  tax  system." 

The  defense  budget  represents  anoth- 
er missed  chance.  Enormous  changes  in 
the  world  have  given  Bush  an  extraordi- 
nary opportunity  to  restructure  govern- 
ment. 'The  first  issue  facing  Washington 
policymakers  over  the  next  decade  is 
what  to  do  with  hundreds  of  billions  of 
dollars  in  planned  military  spending  that 
can  be  saved  in  the  post-cold-war  world. 
Bush  could  free  money  for  tax  cuts,  def- 
icit reduction,  or  public  investment  (page 
24).  But  it  would  take  a  restructuring  of 
both  the  military  and  health  care,  which 
threatens  to  swallow  the  entire  peace 
dividend.  And  Bush  isn't  likely  to  tackle 
either  issue  head-on. 

His  health  care  plan  (page  26),  which 
probably  won't  be  proposed  in  detail  un- 
til February,  offers  only  modest  hope 
for  containment  of  soaring  costs.  And  he 
will  suggest  only  about  $4  billion  in  de- 
fense cuts  for  fiscal  1993. 
DEFENSE  NETTLE.  Even  hawks  such  as  Do- 
menici  and  Senator  Phil  Gramm  (R-Tex.) 
believe  that  major  Pentagon  cuts  must 
be  made  over  the  next  5  to  10  years. 
Gramm  favors  cutting  planned  military 
spending  by  $74  billion  over  the  next 
five  years.  But  for  now,  the  Administra- 
tion is  insisting  that  it  will  spend  billions 
more  than  even  its  own  force  estimates 
require.  Says  defense  analyst  Gordon 
Adams:  "Something's  got  to  give."  Until 
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Bush  grasps  the  defense  nettle,  he  won't 
have  the  wherewithal  to  invest  in  the 
future.  "The  government  doesn't  have 
money  to  give  away,"  says  DRl/Mc- 
Graw-Hill  economist  David  A.  Wyss. 
"Anything  you  spend  on  tax  cuts  has  to 
come  from  somewhere — and  that  some- 
where is  the  bond  market." 

Fear  of  an  adverse  reaction  in  finan- 
cial markets  may  keep  Bush  from  acting 


boldly.  His  willingness  to  resist  the 
temptation  to  score  easy  political  points 
may  serve  him  well,  especially  if  recov- 
ery already  waits  in  the  wings. 

But  Bush's  reluctance  to  use  his  pow- 
er to  address  the  nation's  long-term 
problems  may  come  back  to  haunt  him 
and  the  economy.  It's  easy  to  say  that 
the  political  demands  of  an  election  year 
make  such  policies  unrealistic.  But  Bush 


should  remember  1988,  when  he  had  to 
struggle  to  overcome  concerns  about  his 
ability  to  see  and  describe  America's  fu- 
ture. This  year,  when  nearly  80%  of  the 
public  worries  that  the  nation  is  headed 
the  wrong  way.  Bush's  lack  of  the  "vi- 
sion thing"  could  cost  him  his  job. 
By  Howard  Gleckman,  with  Amy  Borrus, 
Paula  Divyer,  Douglas  A.  Harbrecht,  and 
Mike  McNamee.  in  Washington 


Commentary/by  Howard  Gleckman 

FOR  THE  PEACE  DIVIDEND,  THE  'DEFINING  MOMENT'  IS  NOW 


Groan.  It's  budget  time  again. 
That  must  mean  a  whole  new 
round  of  arcane  disputes  over 
process  and  a  few  feints  at  fiscal  disci- 
pline. Nothing,  it  seems,  ever  changes. 
But  two  events — the  collapse  of  the 
Soviet  Union  and  out-of-control  health 
care  costs — may  give  real  people  a 
stake  in  the  capital's  budget  decisions. 
A  year  ago.  General  H.  Norman 
Schwarzkopf  called  the  Persian  Gulf 
war  a  "defining  moment."  In  its  way, 
so  is  the  budget  debate. 

What  do  the  end  of  the  Soviet  em- 
pire and  health  care  infla- 
tion have  in  common?  To 
put  it  simply,  the  govern- 
ment over  the  next  decade 
is  going  to  spend  $200  bil- 
lion to  $300  billion  less  than 
it  had  planned  on  the  mili- 
tary. That  leaves  Congress 
and  the  President  with  a  his- 
toric choice:  They  can  give 
the  money  back  to  the  peo- 
ple in  the  form  of  tax  cuts. 
They  can  pay  off  some  of 
the  government's  $3  trillion 
debt.  Or  they  can  shift  the 
money  to  investments  in- 
tended to  increase  produc- 
tivity and  competitiveness. 

The  choice  will  do  much 
to  shape  the  U.  S.  economy  in  the  next 
century.  "We  have  to  answer  the  ques- 
tion about  what  kind  of  defense  struc- 
ture we're  going  to  end  up  with,  and 
we've  got  to  be  specific  about  what 
we're  going  to  do  with  the  money," 
says  House  Budget  Committee  Chair- 
man Leon  E.  Panetta  (D-Calif.).  "The 
defense  savings  could  all  get  eaten  up 
quickly." 

GUNS  OR  BAND-AIDS?  But  whatever 
choice  Congress  and  the  President 
make  will  be  moot  if  they  don't  also 
craft  a  comprehensive  plan  to  contain 
medical  costs.  Otherwise,  every  dime 
cut  from  the  military  budget  will  flow 
into  the  bedpan  economy. 


The  numbers  are  stark.  Some  of  the 
more  ambitious  plans  on  Capitol  Hill 
would  pare  defense  spending  by  up  to 
$345  billion  over  the  next  decade.  But 
under  current  law,  costs  for  just  the 
two  biggest  federal  health  programs — 
medicare  for  the  elderly  and  medicaid 
for  the  poor — are  projected  to  rise  by 
$325  billion  in  the  same  period.  Looked 
at  another  way.  Pentagon  spending 
may  fall  to  about  3.5%  of  gross  nation- 
al product  from  today's  5.3%.  But  the 
government's  medicare  and  medicaid 
bill  will  explode  to  more  than  5.2% 


from  the  current  3.2%.  By  the  turn  of 
the  century,  the  government  will  spend 
$500  billion  a  year  for  medicare  and 
medicaid — and  tens  of  billions  more  in 
smaller  health  programs  and  indirect 
subsidies,  such  as  tax  deductions  for 
medical-insurance  premiums. 

Health  care  reform,  including  cost 
containment  and  preventive  care,  will 
do  more  than  buff  up  the  federal  bal- 
ance sheet.  Medical  costs,  including 
matching  payments  for  medicaid,  are 
overwhelming  state  and  local  govern- 
ments. Those  costs  have  to  be  financed 
with  tax  hikes,  too,  and  the  money 
that's  poured  into  health  won't  go  to 
education,  transportation,  or  housing. 


But  the  real  challenge  belongs  to 
Washington.  That's  where  the  big 
bucks  are.  And  that's  where  national 
health  and  fiscal  policy  have  to  be 
made.  So  far,  there  are  some  signs  of 
awareness  on  the  part  of  politicians, 
but  precious  little  action. 
MUDDY  WATERS.  On  Capitol  Hill,  there 
is  a  growing  sense  of  the  reality  of  the 
peace  dividend — an  acknowledgement 
that  lower  defense  spending  presents 
an  extraordinary  long-term  opportuni- 
ty. But  on  health  care  inflation,  there 
is  only  a  vague  consensus  on  the  need 
for  a  far-reaching  solution. 
There  is  no  sense  of  what 
shape  the  answer  should 
take. 

The  Bush  Administration 
is  approaching  the  problem 
from  just  the  opposite  direc- 
tion. Bush  seems  prepared 
to  test  the  muddied  waters 
of  the  health  care  debate 
(page  26),  although  the 
piecemeal  plan  he's  consid- 
ering falls  short  of  what  is 
needed.  But  the  President 
appears  to  be  ducking  the 
choices  created  by  the  end 
of  the  cold  war.  Instead, 
he's  maintaining  the  artifi- 
cial barriers  of  the  1990  bud- 


get agreement,  designed  to  insulate 
Pentagon  spending  from  domestic  eco- 
nomic pressures. 

The  future  of  health  care  and  the 
military  are  both  questions  that  Wash- 
ington must  answer  before  it  can  seize 
its  opportunity.  With  leadership,  hun- 
dreds of  billions  of  dollars  can  be  freed 
up  for  productive  uses.  Just  think  of  it: 
lower  taxes,  a  big  bite  out  the  national 
debt,  or  cooperative  business  and  gov- 
ernment ventures  to  train  workers,  en- 
courage research  and  development,  fix 
crumbling  roads.  The  problems  aren't 
going  away.  But  if  Congress  and  the 
President  don't  act  soon,  the  chance  to 
address  them  will  evaporate. 
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FROM  THE  HEARTLAND, 
SLEAK  TIDINGS  FOR  THE  GOP 


iteelville,  Mo.,  is  running  out  of  patience  for  George  Bush 


I's  Cafe  seems  to  be  straight  out 
of  a  campaign  manager's  nostal- 
gic  dream.  Its  narrow  entrance, 
n  five-block-long  Main  Street  in  Steel- 
ille,  Mo.,  is  flanked  on  either  side 
y  photos  of  Miss  Harvest  Festival  of 
991  and  Miss  Missouri  State 
'air  of  1991  (both  local  girls 
'ho  made  good).  And  its  cozy 
ink  decor,  down-home  cooking, 
nd  chatty  waitresses  forever 
efilling  the  coffee  cups  of 
len  in  feed  caps  and  cowboy 
oots  epitomize  small-town  America. 

But  judging  from  round-table  discus- 
ions  at  Al's  one  morning  last  week, 
leorge  Bush  had  better  think  twice  be- 
are  visiting  this  hamlet  of  1,500.  "I've 
een  Republican  all  my  life,  but  maybe 
.'s  time  to  stop  thinking  in 
3rms  of  Republican  or  Demo- 
rat  and  look  for  the  man  who 
worries  most  about  the  econo- 
ly  and  our  jobs,"  fumes  Terry 
.  Brown,  union  president  at 
:ie  local  shoe  plant. 
lEXico'S  GAIN.  Named  by  the 
lensus  Bureau  last  year  as  the 
ation's  geographic  population 
enter,  Steelville  is  the  type  of 
3wn — small,  semirural,  white, 
nd  traditionally  conservative — 
hat  Republican  strategists 
ave  come  to  depend  on  in  elec- 
ion  years.  Indeed,  the  town 
oted  solidly  for  Bush  in  1988. 
>ut  the  economic  angst  that 
as  gripped  both  coasts  now 
as  spread  to  these  rolling 
)zark  hills  two  hours  south- 
zest  of  St.  Louis.  And  folks 
ere  doubt  that  the  President's 
conomic  plan,  to  be  unveiled 
n  Jan.  28,  has  a  shot  at  saving 
lany  jobs  other  than  his  own. 

That's  how  Norma  Brake- 
ield  sees  it.  The  single  mother  of  two  is 
ngry  that  after  Bush  pushed  for  a 
Jorth  American  free-trade  zone,  Zenith 
Electronics  Corp.  announced  it  would 
top  assembling  TVs  at  its  last  U.  S.  as- 
embly  plant,  100  miles  west  of  Steel- 
ille.  "They're  moving  the  jobs  to  Mexi- 
0,  where  they  can  pay  employees  SOcf  an 
our,"  she  complains.  "Why  is  Bush 
/orking  to  give  our  jobs  away?" 

Now,  Brakefield  is  worried  that  her 
ilant,  a  Brown  Shoe  Co.  facility  where 
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wages  average  $b.50  an  hour,  might  not 
last  without  stiffer  restrictions  against 
imports.  The  350-worker  factory  is  the 
town's  largest  single  employer.  On  Jan. 
8,  parent  Brown  Group  Inc.  announced  it 
will  soon  close  three  nearby  factories, 
axing  1,150  employees.  "It's 
good  for  us  because  we'll  prob- 
ably get  some  new  work  at  our 
plant,"  explains  one  Steelville 
worker,  "but  we  know  we're 
getting  jobs  that  somebody  else 
just  lost."  Unemployment  in 
surrounding  Crawford  County  is  already 
high — it  stood  at  11.2%  in  November,  al- 
most double  the  statewide  rate  and  30% 
higher  than  the  county's  jobless  rate  a 
year  ago. 

For  all  the  anxiety,  the  mood  is  noth- 


from  Al's,  blames  much  of  the  sluggish- 
ness in  car  sales  on  media-generated 
gloom.  But  he  admits  there  is  more  to  it 
than  that.  "The  problem  is  they're  pay- 
ing $18  an  hour  to  make  an  automobile 
to  sell  to  the  guy  making  $4.50  an  hour," 
he  says.  "The  gap  is  just  too  wide 
today." 

'BOOTSTRAP  APPROACH.'  The  President 
might  be  surprised  to  learn  that  the 
folks  at  Al's  don't  want  to  close  that  gap 
with  a  tax  break  that  merely  puts  a  few 
extra  dollars  in  pay  envelopes  by  elec- 
tion time.  Scoffs  insurance  agent  Bob 
Hehl:  "It's  like  going  to  the  polling  place 
and  handing  out  $5  bills."  Local  mer- 
chants and  plant  workers  alike  hope 
Bush  will  concentrate  less  on  such  finan- 
cial maneuvers  as  capital-gains  tax  relief 
and  more  on  an  investment  tax  credit  or 
new  tax  incentives  for  creating  jobs. 

But  Steelville  isn't  counting  on  Wash- 
ington to  come  to  the  rescue.  "Rather 
than  wait  on  outsiders,"  says  John  T. 
Britton,  whose  Britton  Bros,  funeral 
home  is  a  block  away  from  Al's,  "we've 
got  to  use  the  bootstrap  approach."  A 
new  food  pantry  is  open  several  days  a 
month,  stocked  with  free  food  for  locals 
down  on  their  luck  and  staffed  mainly 
by  volunteers.  Civic  leaders  are  develop- 


•k  ROUNDTABLE  AT  AL'S:  SENIOR  WRITER  ELLIS  (TOP  LEFT)  LISTENS  TO  TOWNSFOLK 


ing  like  the  outright  despair  in  many 
stretches  of  New  Hampshire.  "The  econ- 
omy's tough,  but  we're  not  down  and 
out  here,"  says  Forrest  "Ike"  Lovan, 
who  runs  an  antiques  shop  on  Main 
Street  and  heads  the  Chamber  of  Com- 
merce. Vacationing  St.  Louisans,  who 
come  to  canoe  or  fish,  have  bolstered  the 
town's  traditional  base  in  forestry,  farm- 
ing, and  shoe  manufacturing. 

Mayor  Harold  G.  Sellers,  who  works 
at  the  Ford  dealership  across  Highway  8 


ing  a  subdivision  using  financing  from 
the  local  telephone  cooperative. 

If  it's  any  consolation  to  President 
Bush,  people  in  Steelville  may  not  be  too 
disappointed  in  his  speech,  if  only  be- 
cause they  weren't  expecting  much. 
Says  Pete  Lea,  a  vice-president  at  the 
local  Peoples  Bank:  "If  we  country  boys 
tried  to  solve  our  problems  like  the  folks 
in  Washington  do,  we'd  be  standing  out 
on  Main  Street  with  a  tin  cup." 

Bi/  James  E.  Ellis  in  Steelville.  Mo. 
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STATE  OF  THE  UNION  I 


BUSH'S  HEALTH  CARE  Rx: 

A  DILUTED  DOSE  OF  MARKET  FORCES 


He  draws  an  ideological  line  on  one  of  the  biggest  issues  of  the  '90s 
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veryone  knows  that  markets  don't 
work  in  health  care.  Insured  pa- 
tients, health  care  experts  say, 
have  no  incentive  to  shop  for  the  best 
deal,  while  doctors  have  no  reason  to 
become  low-cost  producers.  Democrats 
want  the  very  visible  hand  of 
government  to  regulate  the 
system.  But  President  Bush 
has  a  Republican  faith  in  the 
market's  wisdom.  So  the  healtli 
care  reform  proposal  that  he  is 
set  to  unveil  in  his  State  of  the 
Union  speech  will  rely  on  market  nicen- 
tives  to  cut  costs  and  expand  coverage. 

The  President's  choice  draws  an  ideo- 
logical line  for  what  is  likely  to  be  the 
biggest  domestic  policy  debate  of  the 
1990s.  While  the  Bush  plan  is  still  taking 
shape — details  aren't  expected  until  at 
least  mid-February — sources  say  the  Ad- 
ministration will  rely  on  a  package  of 
reforms  rather  than  the  wholesale  over- 
haul being  pushed  by  Democrats. 

The  jigsaw-puzzle  proposal  could  leave 
Bush  at  a  political  disadvantage.  The 
Democrats'  alternatives — forcing  em- 
ployers to  provide  coverage  or  setting 
up  a  national  health  care  system — offer 
good  sound  bites.  By  contrast,  the  public 
may  have  trouble  seeing  how  the  Bush 
scheme's  multiple  elements  work  togeth- 
er. "It's  so  easy  to  be  a  liberal,"  sighs  an 
Administration  official.  "Our  plan  is 
much  more  difficult  to  understand." 
PURIST  APPROACH.  The  Administration 
got  a  late  start  on  its  i)roposal.  Until 
recently,  top  White  House  officials  had 
hoped  to  avoid  any  detailed  plan  until 
after  the  election.  But  the  opposition  is 
scoring  on  the  issue,  most  recently  with 
a  series  of  public  forums  on  health  care 
hosted  by  congressional  Democrats.  And 
Senate  Democrats  on  Jan.  22  added  to 
the  pressure  on  Bush  by  sending  a  bill 
to  the  floor  that  would  mandate  the  way 
business  pays  for  health  care.  Now,  says 
Richard  J.  Davidson,  president  of  the 
American  Hospital  Assn.,  "the  heat  is 
on.  The  White  House  has  recognized  it 
has  to  provide  some  leadership." 

Bush's  search  for  market-oriented  re- 
form began  with  a  proposal  pushed  by 
the  cons  -rvative  Heritage  Foundation 
that  would  -f'quire  everyone  to  buy  in- 
surance. It  \\ould  provide  tax  credits  to 


AN  ECONO 

POLICY 


individuals  whose  medical  bills  are  high 
relative  to  their  income,  while  phasing 
out  tax  breaks  to  employees  with  compa- 
ny-sponsored benefits.  The  idea:  inject 
cost-consciousness  into  health  care  by 
forcing  consumers  to  comparison-shop. 

But  the  Administration  re- 
jected this  purist  approach  as 
"too  radical  a  shift,"  says 
Health  &  Human  Services  Sec- 
retary Louis  W.  Sullivan.  The 
White  House  settled  instead  for 
.^.^  a  small  step  in  Heritage's  direc- 
tion by  providing  some  health  care  cred- 
its for  low-income  households  and  reduc- 
ing tax  breaks  for  the  wealthy  (table). 

The  main  beneficiaries  of  the  Bush 
plan  would  be  the  poor  and  near-poor 
who  don't  qualify  for  medicaid  and  have 
no  private  insurance.  Individuals  and 
families  who  earn  up  to  150'/  of  the 
poverty  level  ($20,000  a  year  for  a  family 


of  four)  would  get  a  tax  credit.  Under 
alternatives  being  discussed,  the  credit 
might  be  replaced  by  a  voucher  or,  per- 
haps, private  insurance  policies  pur- 
chased directly  by  the  government.  Fam- 
ilies earning  up  to  about  $60,000  a  year 
may  find  it  easier  to  deduct  part  of  their 
medical  expenses  on  their  income  taxes. 

Even  such  a  relatively  modest  propos- 
al wouldn't  come  cheap:  20  million  peo- 
ple— more  than  a  quarter  of  them  chil- 
dren— might  qualify  for  the  credit  or 
voucher.  Bush's  plan  is  expected  to  cost 
$100  billion  over  five  years.  Yet  its  top 
tax  credit  would  be  only  around  $2,50(). 
That's  below  the  $3,100-per-employee  av- 
erage premium  paid  by  small  businesses. 

For  the  scheme  to  work,  the  govern- 
ment has  to  provide  a  credit  or  voucher 
big  enough  so  that  families  can  actually 
buy  insurance.  So  the  Administration  is 
zeroing  in  on  cost-containment. 


CAN  BUSH  CURE  WHAT  AILS  U.S.  HEALTH  URE? 


Likely  proposal 


Pro 


Con 


'jlr  The  low-income  unin- 
sured would  get  tax  credits. 
Middle-class  workers  would 
get  tax  deductions  to  buy 
health  coverage 


Would  expand  the  ranks  of 
the  insured 


Tax  breaks  may  not  covi 
cost  of  insurance 


"A"  Require  all  employers  to 
make  coverage  available, 
though  companies  would 
not  hove  to  pay  premiums 

Uninsured  employees  could 
obtain  coverage  at  lower 
group  rates 

Employers  would  hove  r 
incentive  to  find  the  low 
cost  medical  plan 

Reform  the  small-group 
insurance  market 

Insurers  would  be  less  likely 
to  deny  coverage  or  charge 
high  rotes  for  companies 
with  sick  employees 

Could  mean  higher  rate 
employers  with  healthy 
workers 

■A'  Tax  health  benefits  of 
wealthy  households 

Raises  revenue,  encourages 
employers  to  opt  for  cheap- 
er health  plans 

A  political  lead  balloon 

Cut  federal  medicaid 
payments  to  states 

Would  encourage  states  to 
move  to  managed  care 

Another  blow  to  weak  ; 
finances  during  a  reces 

iKr  Create  incentives  for 
small  companies  to  band  to- 
gether to  buy  insurance 

Small  companies  could  get 
better  rotes 

Such  pooling  schemes  \ 
a  history  of  fraud 
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The  Bush  plan  emphasizes 
Tianaged  care.  Such  arrange- 
Tients  as  health  maintenance 
organizations  scrutinize  the 
treatment  that  physicians  and 
lospitals  provide.  Competition 
for  employers'  business 
among  such  plans,  the  theory 
?oes,  would  encourage  plans 
:o  reduce  costs  without  sacri- 
ficing quality.  "The  govern- 
nent  is  sending  a  message  to 
:he  insurance  industry  to  mar- 
<et  policies  that  are  cost-ef- 
fective," says  Michael  D. 
Bromberg,  executive  director 

the  Federation  of  American 
Health  Systems,  which  repre- 
sents for-profit  hospitals. 

Medicare  and  medicaid  will 
Diggest  push.  Administration 


*  HEALTH  FORUM:  HOUSE  MAJORITY  LEADER  GEPHARDT  MAKES  HAY 


get  the 
officials 

5ay  they'll  propose  reducing  the  federal 
3ayment  to  states  over  time  to  encour- 
ige  state  healtn  administrators  to  enroll 
medicaid  beneficiaries  in  managed  care 
:)lans.  The  government  will  also  offer 
^educed  medicare  premiums  to  seniors 
A'ho  join  HMOs. 

siG  SAVINGS?  The  private  sector  will  get 
1  nudge  into  managed  care,  too.  In  re- 
cent years,  a  number  of  states,  respond- 
ing to  lobbying  by  doctors  and  hospitals, 
nave  restricted  the  ability  of  insurance 
companies  to  develop  managed  care 
plans.  Bush  is  going  to  ask  Congress  to 
pass  a  law  that  would  preempt  the 


states'  right  to  rein  in  the  insurers.  And 
the  Administration  is  looking  at  ways  to 
allow  tax  credits  to  be  used  only  to  buy 
managed  care  plans. 

The  Administration's  faith  in  managed 
care  may  not  be  well-founded.  While 
many  corporations  are  rushing  pell-mell 
into  managed  care,  the  results  are 
mixed.  Only  297'  of  employers  surveyed 
by  A.  Foster  Higgins  &  Co.,  an  employ- 
ee benefits  firm,  say  their  preferred  pro- 
vider organizations  helped  to  control 
their  health-care  costs. 

Under  the  Administration  plan,  em- 
ployer-provided group  insurance  would 
still  be  the  backbone  of  the  health  care 
system.  To  make  it  easier  for  small  busi- 


USH'S  PLAN  WOULD  HELP  UNINSURED  FAMILIES  WHO  DON'T  QUALIFY  FOR  MEDICAID 


nesses  to  provide  coverage, 
the  government  would  en- 
courage them  to  form  insur- 
ance-purchasing groups  that 
would  have  the  clout  to  nego- 
tiate better  rates.  To  keep  the 
coverage  as  cheap  as  possible, 
the  White  Hou.se  is  consider- 
ing overriding  state  laws  that 
hamper  insurers'  efforts  to 
market  "bare-bones"  policies. 

Also  on  the  table  is  a  pro- 
posal that  would  require  com- 
panies to  offer  insurance 
plans  while  leaving  it  to  the 
employees  to  pay  the  premi- 
ums. That  could  give  workers 
access  to  group  rates,  which 
are  considerably  cheaper  than 
individual  policies.  But  it's  unclear 
whether  employers  would  feel  any  need 
to  shop  around  for  policies  that  families 
with  tax  credits  could  afford.  "All  you're 
doing  is  making  the  employer  a  broker 
for  the  insurance  companies,"  says  Lynn 
Etheredge,  a  health  policy  consultant. 
NEW  TAXES.  To  help  ensure  continuity  of 
coverage  for  small  business,  the  Admin- 
istration is  adapting  a  proposal  of  Sen- 
ate Finance  Chairman  Lloyd  Bentsen  (D- 
Tex.)  to  reform  the  small-group  insur- 
ance market.  It  would  prohibit  insurers 
from  dropping  a  company  because  of 
high  medical  bills  and  would  limit  yearly 
rate  hikes.  Employees  could  switch  jobs 
without  fear  of  losing  coverage.  Insur- 
ers would  also  be  banned  from  charging 
employers  with  sick  workers  much  more 
than  those  with  healthy  ones.  But  that 
might  result  in  higher  premiums  for  em- 
ployers with  low  claims. 

Financing  the  plan  while  holding  the 
line  on  the  deficit  means  Bush  will  have 
to  impose  new  taxes.  The  Administration 
is  mulling  making  people  earning  more 
than  .$100,000  a  year  pay  taxes  on  any 
health  benefits  worth  more  than  $3,500. 
The  levy  at  first  wouldn't  raise  much — 
but  the  income  line  could  always  be  low- 
ered to  boost  the  take.  It's  also  thinking 
about  trimming  the  deductibility  of  em- 
ployer-paid premiums.  Even  touchier  is  a 
plan  to  triple  the  medicare  premiums  for 
those  who  earn  more  than  $1.50,000  an- 
nually. Medicare  cuts  of  $20  billion  are 
on  the  drawing  board,  too. 

The  complexity  of  the  health  care  is- 
sue all  but  precludes  congressional  ac- 
tion before  the  election.  "I  see  '92  as  a 
year  where  battle  lines  are  drawn,  posi- 
tions are  staked  out,  and  people  choose 
sides,"  says  Jack  A.  Meyer,  president  of 
New  Directions  for  Policy,  a  social-policy 
research  group. 

It's  no  wonder  that  Bush  regrets  the 
political  necessity  of  putting  forward  a 
plan.  By  doing  so,  he  ensures  that  the 
election-year  health  care  debate  will  be 
noisy,  emotional — and  highly  partisan. 
By  Susan  B.  Garland  in  Washington 
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OIL'S  DOWNHILL  SKID 
MAY  BE  ENDING 


When  even  the  Saudis  can't  afford  to  let  crude  get  cheaper,  watch  for  an  OPEC  deal  to  limit  production 


"^1 


WITH  KUWAIT  AND  IRAQ  MOSTLY  OUT  OF  THE  PICTURE,  SAUDI  ARABIA  HAS  PUMPED  ENOUGH  OIL  TO  KEEP  SUPPLIES  HIGH  AND  PRICES  LOW 


For  a  nation  mired  in  recession,  it 
has  a  nice  ring:  The  Oil  Price  Crash 
of  '92.  And  for  months  now,  that 
has  been  the  talk  around  the  oil  markets 
as  traders  ponder  brimming  storage 
tanks,  a  worldwide  economic  slowdown, 
and  unchecked  OPEC  production.  Al- 
ready, crude  prices  have  nose-dived 
more  than  $5  a  barrel  from  their  Octo- 
ber highs  (chart),  with  some  experts  pre- 
dicting that  the  slide  is  barely  half  over. 

Don't  bet  on  it  anytime  soon.  In  recent 
weeks,  five  normally  contentious  OPEC 
members  have  announced  plans  to  cut 
production  by  a  total  of  300,000  barrels  a 
day — with  cartel  kingpin  Saudi  Arabia 
joining  in  on  Jan.  21.  With  OPEC  pumping 
more  than  24  million  bbl.  daily,  the  cut- 
back is  minor.  Indeed,  some  experts  see 
the  moves  as  simple  posturing  aimed  at 
heading  off  demands  for  deep  cuts  at 
OPEC's  Feb.  12  meeting  in  Geneva.  Still, 
"the  fact  that  they  are  willing  to  cut  at 
all  is  a  significant  step,"  says  Michael  C. 
Lynch,  an  analyst  for  consulting  firm 
Washington  International  Energy 
Group.   "It  certainly   improves  the 


chances  that  for  the  second  quarter, 
OPEC  will  be  able  to  agree  on  oil-produc- 
tion cuts — and  stabilize  prices." 

All  eyes  for  months  have  been  peering 
toward  the  gathering  in  Geneva.  Nearly 
everyone  expects  a  lively  meeting,  with 
Saudi  Arabia  as  the  central  player.  The 
country  now  pumps  out  8.5  million  bbl.  a 
day — and  alone  has  nearly  picked  up  the 
slack  in  production  caused  by  the  near- 
total  absence  of  Kuwait  and  Iraq  from 
the  oil  markets.  But  with  prices  falling, 
other  cartel  members  have  grown  antsy, 
pressing  the  kingdom  to  cut  output  to 
prop  up  prices.  The  Sau- 
dis have  resisted,  anger- 
ing Iran  and  other  price 
hawks  by  arguing  that 
both  demand  and  prices 
will  rise  as  world  econo- 
mies rebound  later  in 
the  year. 

SAUDI  DEFICIT.  It's  not 
an  unreasonable  view. 
But  some  experts. 
Lynch  says,  figure  the 
Saudis  have  other  mo- 
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OIL  PRICES 
KEEP  TUMBLING 


SEPT  30,  91 
A  DOLLARS  PER  BARREL 


fives.  They  think  that  in  an  American 
election  year,  the  Saudis  would  like  to 
help  the  U.  S.  out  of  its  recession  by 
keeping  prices  low.  Economists  say  that 
with  petroleum  imports  now  running  at 
a  $50  billion  annual  clip,  a  sustained  $4 
drop  in  oil  prices  will  put  an  extra  $10 
billion  in  the  pockets  of  Americans  over 
the  next  year.  That  could  add  about  0.3% 
to  economic  growth  and,  combined  with 
potential  tax  cuts  and  lower  interest 
rates,  spark  an  upturn  by  summer. 

But  the  latest  move  to  cut  production 
just  a  tad  suggests  that  the  Saudis 
aren't  committed  to 
helping  prop  up  the 
U.  S.  economy  indefi- 
nitely. The  kingdom  has 
run  a  budget  deficit  for 
the  past  several  years — 
and  a  nearly  $50  billion 
tab  for  the  gulf  war  has 
further  drained  its  cof- 
fers. That  means,  when 
push  comes  to  shove, 
the  Saudis  are  likely  to 
find  a  way  to  hammer 
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lit  an  agreement  with  other  OPEC  mem- 
ers.  "The  Saudis  don't  have  the  finan- 
al  freedom  to  maneuver  that  they  once 
id,"  notes  George  F.  Friesen,  oil  ana- 
'st  for  Deutsche  Bank  Capital  Corp.  in 
ew  York.  "And  that's  why  I  think  they 
on't  let  prices  collapse  to  $15  a  barrel." 
>WER  DEMAND.  If  that  succeeds  in  eas- 
ig  tensions  in  Geneva,  it  doesn't  guar- 
ntee  smooth  sailing  for  oil  producers, 
riesen  expects  world  oil  demand  to  fall 
4  million  bbl.  a  day  in  the  second  quar- 
ir,  to  65.6  million  bbl.  per  day.  Without 
irther  cuts,  production  will  be  at  66.2 
lillion  bbl.,  adding  600,000  bbl.  a  day  to 
ocks  that  already  are  double  normal 
;asonal  levels.  To  drive  prices  back  up. 


as  some  members  want,  OPEC  will  need 
to  cut  at  least  1  million  bbl.  a  day  more, 
says  Friesen.  And  that  is  still  viewed  as 
unlikely,  since  the  cartel  has  always  had 
trouble  agreeing  on  dramatic  action. 

However  any  production  cutback  may 
be  divided — and  the  Saudis  likely  would 
have  to  absorb  much  of  it — oil  experts 
figure  OPEC  will  emerge  from  Geneva 
with  a  plan  to  stabilize  oil  prices  near 
their  current  level  of  about  $18.50  a  bbl. 
Leo  Drollas,  chief  economist  at  the  Cen- 
ter for  Global  Energy  Studies  in  London, 
a  think  tank  led  by  former  Saudi  Oil 
Minister  Ahmed  Zaki  Yamani,  figures 
that  prices  will  slowly  erode  over  the 
second  quarter,  then  firm  in  the  third. 


thanks  to  normal  seasonal  demand. 

The  real  test  for  OPEC  will  come  late  in 
the  year.  Kuwait,  now  exporting  around 
350,000  bbl.  a  day,  is  expected  to  triple 
its  output.  When,  as  is  widely  expected, 
Iraq  joins  the  fray  this  spring,  the  result 
could  be  1.5  million  bbl.  a  day  in  new 
supplies — at  a  time  when,  Drollas  pre- 
dicts, world  demand  will  not  have  risen 
by  much  more  than  600,000  bbl.  "Some- 
body will  have  to  accommodate  those 
two  countries,"  he  says.  "If  it  isn't  the 
Saudis,  it's  difficult  to  see  who  will."  For 
OPEC,  that  means  the  day  of  reckoning 
hasn't  been  avoided — ^just  postponed. 

By  Robert  Buderi  in  Boston,  with  Mark 
Maremont  iri  London 


Commentary/by  Judith  H.  Dobrzynski 

CEO  PAY:  SOMETHING  SHOULD  BE  DONE— BUT  NOT  BY  CONGRESS 
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ecession  Health  care.  Crime. 
Drugs.  Homelessness.  Educa- 
tion. The  deficit.  These  are  just 
a  few  of  America's  problems,  topics 
that  should  dominate  the  political  de- 
bate this  election  year.  But  what's  the 
newest  hot-button  among  Presidential 
candidates  and  on  Capitol  Hill?  Execu- 
tive pay.  Thanks  to  all  the  commotion 
surrounding  the  generously  paid  chief 
executives  who  accompanied  President 
Bush  on  his  trip  to  Japan, 
what  had  been  an  annual 
springtime  flashpoint  for  ac- 
tivist shareholders  has 
flared  into  a  national  issue. 
Now,  obscure  congressional 
proposals,  such  as  capping 
the  tax  deductions  a  compa- 
ny may  take  for  executive 
pay,  are  gaining  support. 

Unfortunately,  what  may 
sound  good  to  a  recession- 
stung  population  makes  for 
bad  policy.  The  way  Corpo- 
rate America  pays  its  execu- 
tives does  need  revamping: 
It's  not  right  that  the  com- 
pensation of  most  CEOs  rises 
each  year,  as  predictably  as 
the  sun  comes  up  every  day, 
even  if  their  performance 
hurts  a  company's  returns 
and  imperils  its  future.  But  turning 
CEO  pay  into  a  political  issue  is  pure 
folly.  Since  virtually  all  pay  schemes 
can  be  manipulated,  the  solution  lies  in 
exposing  the  process  to  shareholders 
and  thus  to  the  market. 
EVER  UPWARD.  U.  S.  executives  can 
blame  two  pay  gaps  for  moving  the 
issue  to  the  fore:  On  average,  they 
take  home  160  times  the  pay  of  their 
employees  and  three  to  six  times  that 
of  their  European  and  Japanese  coun- 


terparts. But  that's  not  the  nub  of  the 
problem.  What  counts  is  whether  each 
individual  earns  his  or  her  pay.  Usual- 
ly, an  executive's  pay  is  determined  by 
a  board  committee  that  is  guided  by 
pay  consultants  hired  by  the  company. 
To  ensure  that  pay  is  good  enough  to 
lure  and  keep  talent,  companies  usually 
tell  the  adviser  that  they  want  to  set 
pay  levels  at  a  certain  industry  percen- 
tile— often  75%  or  more.  That  directive 


itself  leads  to  an  upward  spiral  in  pay. 

Worse,  pay  committees  increasingly 
have  handed  out  bonuses,  stock  op- 
tions, and  other  incentives  keyed  to  fi- 
nancial results  or  stock  performance, 
all  in  the  name  of  aligning  manage- 
ment interests  with  those  of  sharehold- 
ers. Trouble  is,  the  inducements  have 
been  mainly  add-ons,  with  little  down- 
side if  an  executive  doesn't  perform — 
certainly  none  that  materially  affects 
lifestyle.  Again,  pay  only  goes  up. 


Consider,  though,  what  might  hap- 
pen if  Congress  tried  to  limit  executive 
pay  to  a  multiple  of  the  average  work- 
er's pay.  A  CEO  could  get  a  raise  only  if 
he  gave  a  lot  of  raises.  "The  implica- 
tions for  the  economy  would  be  disas- 
trous," says  Kevin  J.  Murphy  of  the 
Harvard  Business  School.  "Executive 
pay  is  a  drop  in  the  bucket  compared  to 
giving  workers  a  raise — think  of  the 
rise  in  labor  costs.  And  it  would  com- 
pletely get  rid  of  pay-for- 
performance."  Other  pro- 
posals have  drawbacks,  too. 

What  can  be  done? 
Boards,  specifically  compen- 
sation panels,  must  feel  the 
pressure  for  change.  Poten- 
tial new  accounting  rules, 
requiring  companies  to  de- 
duct the  cost  of  stock  op- 
tions from  income,  may  add 
discipline.  Shareholders, 
meanwhile,  should  make 
sure  compensation  commit- 
tees consist  entirely  of  inde- 
pendent directors  who  hire 
their  own  consultants.  Next, 
"expose  the  whole  thing  to 
sunlight,"  says  attorney  Ira 
M.  Millstein,  a  corporate- 
governance  expert  at  Weil, 
Gotshal  &  Manges.  The  Se- 
curities &  Exchange  Commission  can 
do  that  simply  by  adding  a  twist  to 
reporting  requirements:  Compel  pay 
panels  to  explain  in  the  annual  report 
or  proxy  statement  what  a  CEO's  com- 
pensation really  is — in  all  its  compo- 
nents— and  why  it's  reasonable. 

Washington  may  indeed  have  a  role 
in  righting  the  executive  compensation 
mess.  It's  just  a  lot  simpler,  less  glam- 
orous, and  less  political  than  the  one 
it's  playing  now. 


OF  youR 


TRADE  I 


WHY  LESLIE  WEXNER 
SHOPS  OVERSEAS 


The  Limited's  boss  finds  fault  with  most  U.S.  mills 


To  many  American  textile  execu- 
tives, Leslie  H.  Wexner  has  long 
been  Public  Enemy  No.  1.  His 
crime:  building  The  Limited  Inc.  into  one 
of  the  nation's  top  clothing  chains  by 
selling  lots  of  goods  imported  from 
Hong  Kong,  Taiwan,  and  other  low- 
wage  countries. 

The  tension  escalated  to  all-out  war- 
fare on  Jan.  13,  when  Wexner,  who  is 
also  chairman  of  the  Retail  Industry 
Trade  Action  Coalition  (RITAC),  used  a 
retail  convention  speech  to  lambaste 
U.  S.  textile  makers  and  call  for  the  elim- 
ination of  costly  import  tariffs  and  quo- 
tas. Wexner  complained  that  U.  S.  mills 
simply  don't  offer  the  same  quality, 
styling,  or  flexibility  as  offshore  com- 
petitors. "The  problem  with  U.  S.  tex- 
tile mills,"  Wexner  told  BUSINES.S  WEEK, 
"is  that  they  don't  make  what  we  want 
to  buy." 

Wexner's  fighting  words  come  at  a 
vulnerable  time  for  U.  S.  textile  makers. 
While  imports  have  risen  to  nearly  40% 
of  U.  S.  textile  and  apparel  consumption 
(chart),  textile  profits  have  plunged— 
from  $1.9  billion  in  1987  to  $600  million 
last  year.  Meanwhile,  during  the  past  11 
years,  more  than  400,000  U.  S.  textile 
and  apparel  workers  have  lost  their  jobs, 
says  the  Bureau  of  Labor  Statistics. 

U.  S.  textile  makers 
figure  the  worst  may 
be  yet  to  come,  be- 
cause of  a  govern- 
ment proposal  to 
phase  out  textile  quo- 
tas. "We've  got  the 
most  modern  technol- 
ogy in  the  world,  but 
we're  being  clobbered 
by  people  like  Wexner 
who  import  textiles 
and  apparel,"  says 
Roger  Milliken,  chief 
executive  of  Milliken 
&  Co.,  the  country's 
largest  mill. 

MISSING  LINK.  To  fight 

back,  Milliken  and  oth- 
er mill  owners  are 
pouring  money  into 
their  Crafted  with 
Pride  in  the  USA  ( 'oun- 
cil  Inc.  Designer  to 
encourage  U.  S.  con- 
sumers to  buy  Ameri- 
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THE  MILL  OWNERS  ARE  FIGHTING 
BACK  WITH  $IOO  MILLION  IN  AOS 


WHY  U.S.  TEXTILE 
MAKERS  ARE  WORRIED 


IMPORTS  AS  A  SHARE 
OF  U.S.  TEXTIIE 
CONSUMPTION 


'81  '83  '85  '87  '89  '91 
A  PERCENT  EST. 

04TA:C0MHEIICE0E(T.,BW 


can-made  clothing,  the 
group's  500  members 
have  spent  $100  mil- 
lion on  "Made  in  the 
USA"  advertising  and 
promotion.  The  coun- 
cil's most  recent  spot, 
aired  just  before 
Christmas,  showed  a 
long  line  of  unem- 
ployed textile  work- 
ers. Says  Milliken: 
"We  want  consumers 
to  understand  the  link 
between  imports  and 
lost  jobs." 

If  the  industry 
wants  to  save  jobs, 
Wexner  snaps,  it 
should  make  products 
he  can  sell.  Consider  the  case  of  the 
terry-cloth  bathrobe.  Wexner  wanted  a 
velour  type  terry  cloth  to  fill  an  order 
for  The  Limited's  Victoria's  Secret 
Stores  division.  He  figured  this  would  be 
a  good  chance  to  buy  fabric  from  a  U.  S. 
mill,  since  many  make  terry  cloth  for 
towels.  But  none  of  the  mills  Wexner 
contacted  make  the  cloth.  Nor  would 
any  of  them  do  a  special  run.  Wexner  is 
still  looking  for  a  source. 

Donald  G.  Fisher,  chief  executive  of 
The  Gap  Inc.,  echoes 
Wexner's  gripe.  He 
says  he  had  to  go  to 
Korea  to  fill  an  order 
for  sweatshirts  when 
a  U.  S.  manufacturer 
refused  to  make  a  907c 
cotton  blend.  "The 
textile  manufacturers 
in  this  country  are  an 
arrogant  group  of 
people  who  put  a  line 
together  and  say, 
'This  is  what  we'll  sell 
you,'  "  Fisher  says. 

Much  of  the  prob- 
lem lies  in  economies 
of  scale.  U.  S.  mills 
usually  produce  huge 
amounts  of  basic  fab- 
rics, such  as  denim 
and  sheeting.  It's  easy 
for  them  to  efficiently 
supply  jeans  manufac- 
turers and  such  retail- 
Wal-Mart 


WEXNER  WOULD  ELIMINATE  QUOTAS 
AND  TARIFFS  ON  TEXTILE  IMPORTS 


ers 


as 


Stores  Inc.,  which  relies  on  basics.  But 
they  often  can't  deliver  small  amounts 
of  fashion  fabrics  profitably. 

Textile  executives 
say  they're  working  to 
become  more  flexible 
and  point  to  the  $20 
billion  the  industry 
has  spent  over  10 
years  to  improve  qual- 
ity and  productivity. 
And  they  say  their 
mills  are  implement- 
ing quick-response 
and  just-in-time  manu- 
facturing systems  to 
quicken  deliveries. 
'FUZZY.'  To  bolster 
their  arguments,  U.  S. 
mills  are  learning 
their  way  around 
Washington.  Last 
year,  the  industry  per- 
suaded Congress  to 
pass  a  bill  that  would 
have  boosted  textile 
and  apparel  quotas, 
which  President  Bush 
vetoed.  This  year,  the 
American  Textile  Man- 
ufacturers Institute  is  lobbying  actively 
against  a  General  Agreement  on  Tariffs 
&  Trade  proposal  to  phase  out  the  multi- 
fiber  agreement — which  governs  most 
textile  and  apparel  quotas. 

The  industry's  new  activism  has  left 
some  textile  makers  disillusioned. 
Springs  Industries  Inc.  in  Fort  Mill, 
S.  C,  known  for  its  antiprotectionist 
stance,  recently  pulled  out  of  the  Craft- 
ed With  Pride  campaign.  "The  line  of 
demarcation  between  Made  in  the  USA 
promotion  and  import  legislation  promo- 
tion became  a  httle  fuzzy,"  says  a 
spokesman.  Greenwood  Mills  Inc.  in 
Greenwood,  S.  C,  also  ended  its  mem- 
bership. "We  think  our  money  is  better 
spent  improving  quality  for  our  custom- 
ers," says  President  W.  Matt  Self. 

Retailers  are  determined  to  fight  the 
mills'  protectionist  efforts,  couching 
their  arguments  as  consumer  advocacy. 
Wexner  cites  an  Institute  for  Interna- 
tional Economics  study  that  says  quotas 
and  ttiriffs  add  an  extra  $558  to  the  av- 
erage household's  annual  clothing  bill. 
Retorts  Milliken:  "That's  a  figure  he 
pulled  out  of  the  air." 

The  debate  is  bound  to  hit  an  even 
higher  pitch  as  retailers  and  textile  mak- 
ers argue  their  way  through  the  reces- 
sion. But  when  all  the  shouting  has  died 
down,  mill  owners  may  find  that  the 
best  way  to  fight  imports  is  to  give  cus- 
tomers such  as  Wexner  what  they  want. 

By  Walecia  Konrad  in  Atlanta,  mth 
Russell  Mitchell  in  San  Francisco  and 
Laura  Zinn  in  New  York 
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THE  DREXEL  AFFAIR  I 


IS  MILKEN  READY 
TO  SETTLE? 


The  civil  suits,  involving  billions  in 
claims,  could  be  wrapped  up  soon 


Judge  Milton  Pollack  is  at  it  again. 
Last  May,  the  U.  S.  judge  in  Man- 
hattan pushed  through  a  smooth 
settlement  in  the  Drexel  Burnham  Lam- 
bert bankruptcy.  Now,  he's  aiming  for 
another  quickie,  involving  billions  in 
claims  by  the  Federal  Deposit  Insurance 
Corp.  and  scores  of  investors  against  Mi- 
chael R.  Milken,  Drexel's  jailed  junk- 
bond  king.  It  looks  as  if  a  full  settlement 
is  near.  Says  Pollack:  "I  am  not  taking 
resistance  or  defeat  lightly." 


While  the  terms  are  still 
being  hammered  out,  the 
pact  could  total  $1.3  billion. 
At  least  $300  million,  say 
those  close  to  the  talks, 
would  be  kicked  in  by  some 
40  former  Drexel  employees 
and  about  200  Drexel-related 
investment  partnerships. 
Milken  would  add  about 
$500  million,  plus  the  $400 
million  he  has  already  paid 
to  a  restitution  fund,  along 
with  the  $200  million  fine  he  agreed  to  in 
his  1990  criminal  plea  bargain.  Insurers 
would  pay  $100  million  more.  The  cash 
would  settle  suits  charging  that  defen- 
dants rigged  the  junk  market,  along 
with  a  Drexel  suit  that  claims  Milken 
caused  the  firm's  collapse. 

Getting  all  to  agree  is  one  task.  Then, 
the  partnerships  must  dig  up  the  dough 
to  settle.  Also,  Milken  and  others  want 


MILKEN  MAY  HAVE  TO 
KICK  IN  $500  MILLION 


to  bar  all  future  Drexel-re- 
lated securities  suits  against 
them — which  may  not  be  en- 
tirely enforceable.  "I'm 
frankly  skeptical,"  says  one 
lawyer. 

The  heat  is  on  to  reach  a 
deal  before  the  Drexel  bank- 
ruptcy wraps  up  this  spring. 
That,  says  David  Boies,  a 
lawyer  for  the  FDic  and  a 
Cravath,  Swaine  &  Moore 
partner,  would  affect  "how 
much  everybody  gets  in  the  Drexel 
bankruptcy."  Meanwhile,  Milken  sits  in 
a  Pleasanton  (Calif.)  federal  prison, 
where  he  has  spent  the  past  11  months. 
A  hearing  on  reducing  his  10-year  term 
could  be  held  within  weeks.  However 
that  goes,  by  settling  the  civil  suits,  Pol- 
lack says  Milken  would  at  least  "get  to 
buy  his  peace." 

By  Michele  Galen  in  New  York 


RESEARCH  I 


MEET  SILICON  VALLEY'S 
NEW  SCREEN  HOPEFUL 


A  leap  ahead  in  flat  displays  may  be  on  the  way — and  it's  American 


Charles  "Capp"  Spindt  is  living 
proof  that  if  you  build  a  better 
mousetrap,  the  world  may  not  beat 
a  path  to  your  door.  For  30  years,  the 
scientist  at  SRI  International  has  been 
developing  an  innovative  technology  for 
fashioning  flat  television  and  computer 
screens.  Flat  panels  are  a  cornerstone 
for  future  technologies,  but  Spindt 
couldn't  raise  the  money  to  build  a  pro- 
totype. "Until  Mickey  Mouse  is  running 
across  the  screen  in  full  color,  we  can't 
sell  the  idea,"  he  says. 

Now,  Spindt's  persistence  may  be  re- 
warded. On  Jan.  17,  chipmaker  Micron 
Technology  Inc.  bought  a  small  stake  in 
Coloray  Display  Corp.,  a  private  Fre- 
mont (Calif.)  company  set  up  in  1989  to 
commercialize  Spindt's  technol- 
ogy. Neither  company  will  say 
how  mu^h  Micron  paid,  though 
insiders  say  it  wasn't  much.  Col- 
oray has  been  struggling  to  sur- 
vive lately,  after  unsuccessful  at- 
tempts to  win  funding.  Last 
year,  says  Chief  Executive 
Charles  F.  Antony,  it  lost  much 
of  its  top  technical  talent.  The 
Micron  stake  brightens  the  out- 
look: "We  can  finally  get  this 
thing  out  of  the  lab  and  into  the 
market,"  Antony  says. 

Micron  is  just  one  of  the  com- 
panies homing  in  on  the  "field- 


emitter"  approach  (diagram).  Japanese 
companies  such  as  NEC  Corp.  and  Fujitsu 
Ltd.  have  researchers  working  on  the 
idea.  Raytheon  Co.  is  developing  super- 
bright  displays  for  fighter-plane  cockpits 
and  has  been  exploring  a  manufacturing 
deal  with  Micron.  More  than  20  U.  S. 
companies  plan  to  meet  on  Jan.  28  to 
discuss  a  joint  effort  in  the  technology. 
SHARP  PICTURE.  Much  of  the  excitement 
began  with  demonstrations  by  French 
scientists  of  a  6-inch  by  6-inch,  black- 
and-white  field-emitter  screen  capable  of 
showing  movies.  Corporate  researchers 
like  the  prospect  that  the  screens  could 
be  cheaper  than  other  approaches. 

Spindt's  field-emitter  technology  basi- 
cally is  an  exotic  offshoot  of  the  conven- 


HOW  HELP  EMISSION  WORKS 

1.  Thousands  of  tiny  pixels  ore  housed  in  a 
flat  screen,  which  is  coated  with  phosphor 


2.  As  a  data  signal  is 
received,  each  pixel  sends 
out  its  own  electron  beam. 
When  the  beam  hits  the 
screen's  phosphor  coating, 
it  creates  an  image 
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tional  cathode  ray  tube  (CRT)  used  in  or- 
dinary TVs.  Inside  a  CRT  screen,  cathodes 
shoot  beams  of  electrons  back  and  forth 
across  the  screen.  When  the  beams  hit  a 
phosphor  coating  on  the  back  of  the 
screen,  they  cause  the  material  to  glow, 
creating  the  picture.  Field-emitter  dis- 
plays also  rely  on  stimulating  phosphor 
with  electrons.  But  they  have  thousands 
of  tiny  cathodes  mounted  behind  every 
point  on  the  screen — more  than  10  mil- 
lion cathodes  per  square  inch.  As  a  re- 
sult, a  panel  three  millimeters  thick  can 
produce  a  picture  as  sharp  as  a  CRT. 

The  technology  may  even  be  better 
than  the  current  contender  for  the  flat 
panel  of  the  future,  active-matrix  liquid- 
crystal  displays.  Japanese  companies 
have  invested  billions  of  dollars  in  high- 
tech factories  to  make  these  devices,  al- 
ready used  in  notebook  computers.  But 
active-matrix  pictures  are  hard  to  see 
from  an  angle  and  are  still  very  costly. 

Those  problems  could  turn  field  emis- 
sion into  a  leapfrog  technology,  and  Mi- 
cron wants  to  benefit  from  the  leap.  The 
effort  could  take  years  and  cost  millions. 
With  annual  revenues  of  about  $425  mil- 
lion, Micron  may  not  have  a  lot 
to  put  into  the  project. 

Then  again,  it  has  a  history  of 
doing  what  others  say  is  impossi- 
ble. It  is  the  only  profitable  sup- 
plier of  bulk  memory  chips  in  the 
U.  S. — rivals  handed  that  job  to 
Japan  years  ago.  Combining  Mi- 
cron's semiconductor  manufac- 
turing plants  with  Coloray's  and 
Spindt's  patents  may  be  what's 
needed  to  bring  Mickey  Mouse  to 
life  on  the  sliver-thin  screen. 

By  John  Carey  in  Washington, 
with  Robert  D.  Hof  in  San 
Francisco 


It's  4:30  PM  and  youVe  got  to 
make  a  decision. 

You  need  everybody's  opinion, 
no  matter  \Ntiere  they  are. 
Before  you  pick  up 
your  phone  to  call 
them  one  at  a  time, 
pick  up  this  card. 


M&r  Teleconference  Services 

3  Services  to  meet  aJI  your  needs 


Teleconference  Service 


Give  the  operator  the 
necessary  information  to  have 
your  teleconference  call 
set  up  for  you. 


ALLIANCE®  MEET- M 


TeleConferenceService 


To  arrange  for  all  involved  parties  to 
call  into  a  prearranged  conference  call. 


Just  make  this  one  call— 
1  800  232-1234 -and  AT&T 
Teleconference  Services  will  take 
care  of  the  rest.  The  AT&T  confer- 
ence specialist  will  connect  any 
number  of  people  for  you,  no  mat- 
ter where  they  are,  even  overseas, 
and  no  matter  where  you  are, 
whether  it's  your  office,  a  hotel 
room  or  a  phone  booth.  And  you 


don't  need  any  special  lines  or 
equipment. 

If  you  prefer  to  set  up  the 
conference  call  by  yourself,  or  have 
other  people  dial  directly  into 
your  prearranged  meeting,  the 
specialist  will  tell  you  how. 

So  keep  this  card  with  you 
and  the  next  time  you  need  to 
get  4  people  or  -40  or  100  into  a 


meeting,  it's  as  easy  as  calling 
1  800  232-1234. 

Productivity. 
Another  AIM^  advantage. 

AT&T  Teleconference  Services. 
It's  the  fast,  efficient  way  to  reach 
a  decision  when  you  can't  get 
everyone  into  the  same  room 
face-to-face. 
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Will  it  cost  yotir  company 
your  company" 


Ready  for  one  of  the  most  difficult  challenges  ever  to  confront 
corporate  America?  One  that's  estimated  to  cost  up  to  $400  billion. 

New  FASB  regulations  will  force  companies  to  measure  and  post 
as  a  debit  their  health  expense  obligation  to  current  and  future  retirees. 

The  effect  of  this  new 
liability  on  your  financial 
statements  could  be 
enormous.  In  fact,  some 
corporations  could  see 
profits  cut  by  as  much  as 
25%.  And  now  is  the 
time  for  you  to  address  it 
We  can  help.  We  offer 
aauarial,  retirement  and 
health  benefits  expertise. 

We  can  correctly  assess 
your  current  situation. 

And  help  you  better 
prepare  for  the  future. 

We  will  do  everything 
from  measuring  your 
expense  and  liability  to 
evaluating  plan  redesign  alternatives  and  advance  funding  options. 

The  end  result:  we'll  help  you  rninirnize  the  financial  impact  of  these 
regulations  and  still  enable  you  to  remain  responsive  to  the  benefit 
needs  of  employees.  Write  or  call  Mark  Lynch,  CIGNA  Employee 
Benefits  Services,  Dept  M-50,  Hartford,  CT  06152,  (203)  725-2186. 
After  all,  the  clock  is  ticking. 


We  get  paid  for  results: 
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lOTECHNOLOGYI 


HEARTBREAK  AND  TRIUMPH 
IN  BIOTECH  LAND 


nterleukin-2  shows  how  uncertain  the  approval  process  can  be 


For  all  those  investors  who  have 
hitched  a  ride  on  the  biotech  band- 
wagon, the  Jan.  17  news  was  a  re- 
ninder  of  why  they  hopped  on  in  the 
'irst  place.  An  advisory  panel  to  the 
""ood  &  Drug  Administration  recom- 
nended  that  Chiron  Corp.'s  anticancer 
igent,  Interleukin-2,  be  approved  for 
;ale  to  the  public. 

Even  before  the  news  of  the  panel's 
ipproval  had  become  official, 
;ager  market  players  had  bid 
jp  the  stock  t('  a  recent  high 
)f  72.  Since  then,  Chiron  has 
)een  caught  in  the  same 
lowndraft  that  has  buffeted 
nany  other  biotech  stocks, 
md  now  it  is  trading  at  aliout 
)4.  But  the  market's  bumps 
ion't  change  one  key  fact:  If 
'ull  agency  approval  follows 
IS  expected,  11-2  will  soon  go 
nto  the  marketplace  along- 
;ide  almost  a  dozen  other 
!:ene-spliced  drugs  whose 
combined  annual  revenues  ex- 
:eed  $2  billion. 

For  more  seasoned  inves- 
.ors,  however,  the  announce- 
nent  stirred  up  less  than 
)leasant  memories.  Just  18 
nonths  ago,  the  same  adviso- 
ry panel  turned  thumbs  down 
)n  the  drug.  Rocked  by  the 
letback,  Il-2's  original  devel 
)per,  Cetus  Corp.,  sold  out  to 
Dhiron.  The  serpentine  history 
)f  the  drug,  in  fact,  comes 
vith  a  moral,  aimed  straight  at  ambi- 
ious  biotech  companies  and  their  inves- 
ors:  There's  more  involved  in  getting  a 
lew  drug  to  market  than  a  fancy  tech- 
lology  and  a  drug  that  seems  to  work. 
«ASTY  EFFECTS.  11-2  is  the  genetically  en- 
gineered version  of  a  protein  that  occurs 
laturally  in  the  human  immune  system, 
^n  the  early  1980s,  in  the  hands  of  Na- 
tional Cancer  Institute  scientist  Steven 
\.  Rosenberg,  it  seemed  a  wonder  drug: 
•Rosenberg  used  it  to  shrink  tumors  in 
)therwise  incurable  victims  of  kidney 
;ancer.  Based  on  Rosenberg's  success, 
2etus  shares  soared  to  41,  an  all-time 
ligh. 

The  euphoria  faded  fast.  Wider  test- 
ng  of  the  drug  made  clear  that  it  took 
extremely  skilled  researchers  to  us'e  it 
successfully.  11-2  was  tricky  to  control 


and  had  to  be  administered  in  an  expen- 
sive, labor-intensive  method  in  the  hospi- 
tal. And  it  had  such  nasty  side  effects 
that  in  some  studies,  about  4%'  of  those 
who  got  the  treatment  died  from  it. 

The  extensive  testing  Cetus  encour- 
aged proved  ultimately  to  be  a  draw- 
back. Explains  a  former  Cetus  executive: 
"If  you  don't  get  the  drug  out  there,  you 
might  miss  a  serendipitous  discovery. 


But  all  those  studies  can  come  back  to 
bite  you."  And  bite  they  did.  The  FDA 
requires  that  all  data  gathered  in  testing 
be  submitted  for  review.  The  drug  had 
been  administered  in  widely  varying  dos- 
ages under  all  sorts  of  different  condi- 
tions. That  complicated  Cetus'  presenta- 
tion to  the  FDA  panel,  since  the  company 
had  to  collate  and  analyze  data  that 
weren't  directly  comparable. 


Some  investors  are  avoiding 
biotech  as  a  result  of  Cetus' 
fiasco — but  many  treat  the 
incident  as  an  anomaly 


As  it  turned  out,  in  fact,  Cetus'  1990 
presentation  to  the  agency's  advisory 
panel  was  a  bomb.  Since  new  data  and 
analysis  were  pouring  into  Cetus  literal- 
ly days  before  the  meeting,  it  was  proba- 
bly inevitable  that  the  company's  presen- 
tation to  the  committee  would  prove 
confusing.  FDA  advisers  called  for  more 
analysis.  Robert  A.  Fildes,  then  Cetus' 
CEO,  compounded  the  problem  by  public- 
ly criticizing  the  panel.  His  impolitic  out- 
burst alienated  his  own  board,  and  he 
quit  two  weeks  later. 

Cetus'  board  lost  faith  in  the  indepen- 
dent course  Fildes  had  set,  and  they  set 
about  shopping  the  company.  Last  sum- 
mer it  went  to  Cetus'  Emeryville  (Calif.) 
neighbor,  Chiron,  for  $650  million  in 
stock.  That  was  probably  cheap — Cetus 
had  just  sold  another  promising  technol- 
ogy to  Hoffmann-La  Roche 
Inc.  for  $300  million,  leaving  it 
with  $380  million  in  the  bank, 
products  in  the  lab,  a  full- 
scale  manufacturing  plant, 
and  a  sophisticated  distribu- 
tion system,  including  a  Euro- 
pean sales  organization. 
RARE  BREED.  As  a  result  of 
that  experience,  at  least  one 
successful  California  investor 
soured  on  the  entire  industry. 
"If  a  company  with  Cetus'  re- 
sources couldn't  make  it,"  he 
asks,  "how  can  these  little 
guys?"  He  has  steered  clear 
of  biotech  ever  since. 

But  biotechnology  skeptics 
are  a  rare  breed  these  days: 
The  market,  which  blithely 
bid  most  biotech  stocks  into 
the  stratosphere  in  1991,  has 
treated  the  Cetus  fiasco  "as 
an  anomaly,"  notes  Misha 
Petkevich,  a  partner  at  Rob- 
ertson Stephens  &  Co.,  a  San 
Francisco  investment  bank. 

""•^^  1     Chiron,   led   by  Chairman 

William  J.  Rutter  and  CEO  Edward  E. 
Penhoet,  two  veterans  of  the  approval 
wars,  resubmitted  11-2  to  the  FDA  panel. 
The  company  orchestrated  a  more  orga- 
nized presentation  of  the  reworked  11-2 
data  to  the  panel,  winning  approval  rath- 
er easily.  And  indeed,  11-2  may  someday 
live  up  to  its  billing.  The  drug,  which  has 
shown  itself  effective  in  about  15%  of 
kidney  cancer  victims,  is  expected  to 
start  slowly,  but  some  analysts  believe  it 
could  someday  climb  above  $100  million 
in  revenues  as  physicians  learn  how  to 
use  it  better.  Still,  a  bit  of  caution  is  in 
order.  Biotech  products  may  represent  a 
brave  new  world,  but  getting  them  to 
market  demands  clearing  a  bunch  of  old- 
fashioned  hurdles — one  leap  at  a  time. 

By  Joan  O'C.  Hamilton  in  San 

Francisco 
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HOW  TO  SPEMD 
$1  MimOM  A  MINUTE 

CBS  is  charging  advertisers 
$850,000  per  30-seconcl  spot 
during  this  year's  Super  Bowl, 
0  jump  of  about  6%  from  last 
year's  rates.  The  game,  watched 
by  some  39  million  households 
each  year,  remains  the  costliest 
advertising  slot  on  TV— by  a 
long  shot 


1991 


COST  PER  30  SECOND 
COMMERCIAL 


SUPER  BOWL 

$800,000 

GRAMMY  AWARDS 

319,000 
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194,000 
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187,000 
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e  185,000 
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22,000 
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REVCO  riGHTS 
FOR  ITS  FREEDOM 


►  Revco  Chairman  Boake 
Sells  isn't  giving  up  quietly  on 
his  hopes  to  keep  his  drug- 
store chain,  now  in  Chapter 
11,  independent.  While  most 
of  Revco's  creditors  have 
agreed  to  a  bid  from  rival 
Jack  Eckerd  (BW— Jan.  27), 
Sells  has  returned  to  court 
with  a  revised  recovery  plan. 
He  says  his  will  give  creditors 
as  much  or  more  than  Eck- 
erd's  and  will  end  the  bank- 
ruptcy faster.  Whether  credi- 
tors will  bite  isn't  clear,  since 
they  only  learned  of  the  plan 
when  Revco  filed  it  on  Jan. 
22.  Eckerd  says  the  company 
is  "confident"  its  plan  will  fly. 


TRANSPORTATION 
DRAWS  A  CARD 


►  It's  musical-chair  time  at 
the  White  House,  as  the  Ad- 
ministration taps  one  of  its 
own  to  be  the  new  Transpor- 
tation Secretary.  Andrew  H. 
Card,  44,  deputy  to  former 
Chief  of  Staff  John  H.  Su- 
nunu,  will  replace  Samuel  K. 
Skinner  in  the  job.  Skinner 
earlier  vacated  the  transporta- 
tion job  to  succeed  Sununu. 


A  Massachusetts  native, 
Card  holds  an  engineering  de- 
gree, but  he  has  spent  most 
of  his  career  in  politics.  Card 
has  no  transportation  back- 
ground, but  his  low-key  style 
makes  quick  Senate  confirma- 
tion likely. 


IBM'S  KID  GOES 

TO  SCHOOL  BY  ITSELF 


►  Two  months  after  a  big  re- 
organization aimed  at  giving 
product  groups  more  autono- 
my, IBM  has  turned  its  educa- 
tional systems  division  into  a 
wholly  owned  company  called 
EduQuest.  Along  with  new 
profit-and-loss  responsibility, 
EduQuest  will  get  its  own 
sales  force  to  sell  computers 
and  software  to  elementary 
and  secondary  schools.  The 
group's  new  independence  is  a 
reward  for  dramatically  in- 
creasing IBM's  share  of  the 
school  computer  market,  from 
3%  in  1985  to  25%  in  1991. 


THE  NOT-SO-GREAT 
JAPANESE  BOND  SCAM 


►  A  yen  for  selling  fake  Japa- 
nese government  bonds  land- 
ed three  people  in  jail  on  Jan. 
18.  The  U.  S.  Attorney  in 
Tampa  ended  a  four-month 
probe  into  a  scheme  to  sell  2 
trillion  yen,  or  up  to  $16  bil- 
lion, of  phony  bonds.  Two  sus- 
pects, Bruce  Hansberry,  42, 
and  Roger  Allen  Hill,  -55,  were 


A  DAY-CARE  CENTER  THAT  GIVES  PAWS 


Who  says  the  recession  has 
killed  discretionary  spending? 
Not  Amy  Robinson.  Last  Octo- 
ber, she  opened  a  Chicago  day- 
care center.  Not  for  kids,  mind 
you.  For  dogs.  That's  right,  bow- 
wow, arf-arf,  woof-woof.  And  al- 
though everyone  says  they're 
pinching  pennies,  the  venture 
seems  to  be  a  hit:  A  Dog's  Life, 
as  the  venture  is  called,  has  en- 
rolled 15  pooches  at  $12  per  day. 
Robinson  boasts  that  she  already  has  a  long  waiting  list. 

Robinson,  a  former  real  estate  agent,  launched  her  company 
after  hearing  about  a  poor  pup  that  was  venting  workaday 
loneliness  by  tinkling  indoors.  "That's  no  problem  at  A  Dog's 
Life,  where  charges  spend  their  days  chasing  around  a  roomy 
playground  with  plenty  of  trees  for  you-know-what.  Robinson 
admits  her  dog  days  can  be  tough  but  says  she  doesn't  miss 
the  business  world:  After  all,  it's  more  fun  to  have  a  pup  nip  at 
your  heels  than  a  colleague  elbow  you  in  the  ribs. 


arrested  in  Tampa  after  try- 
ing to  sell  $100  million  of  the 
bonds  to  undercover  agents 
posing  as  brokers.  Hans- 
berry's  mother,  B.  J.  Bra- 
vender  Ah  Loo,  was  arrested 
in  Los  Angeles.  The  three  are 
being  held  but  have  yet  to  be 
indicted  or  enter  pleas. 

Ah  Loo's  claim  of  being 
managing  director  of  a  Hong 
Kong  company  offering  Japa- 
nese "Series  57  National 
Bonds"  drew  investigators'  in- 
terest. Asking  for  proof  of 
the  boasts,  they  got  a  photo- 
copy of  a  50  billion-yen  Japa- 
nese bond.  But  Japan  doesn't 
issue  bonds  in  amounts  of 
more  than  1  billion  ven. 
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BIDS  ARE  BUBBLING 
FOR  PERRIER 


►  It  may  not  be  a  French  na- 
tional treasure,  but  Source 
Perrier  comes  pretty  close.  So 
when  Italy's  Agnelli  family 
launched  a  $925  million  bid  to 
control  the  water  bottler, 
warning  flags  went  up.  Now, 
Indosuez,  the  French  invest- 
ment bank,  and  Switzerland's 
Nestle  have  teamed  up  to 
take  Perrier  for  themselves. 
France's  Establishinent  backs 
Nestle — even  though  analysts 
call  its  $2.5  billlion  offer 
"skimpy."  Then  again,  no  one 
should  raise  a  glass  yet:  Pep- 
siCo or  Philip  Morris  could 
emerge  as  a  white  knight. 


A  47TH  STREET 
PHOTO  FINISH? 


►  A  sign  on  the  door  promises 
that  "a  most  exciting  event  is 
now  taking  place  at  47th 
Street  Photo."  The  event,  it 
turns  out,  is  a  trip  to  Chapter 
11.  Plagued  by  tightfisted 
shoppers,  tax  woes,  legal 
wrangles  with  a  former  part- 
ner, and  a  squabble  with  a  big 
creditor,  the  electronics  chain 
on  Jan.  21  sought  relief  in 
bankruptcy  court.  The  doors 
will  remain  open  for  now. 
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If  there  were  a  printer  that  could  give  you  this  kind  of  color, 
would  you  still  make  your  presentations  in  black  and  white? 


Do  your  business  presentations  go  in  one  eye  and  out 
the  other?  The  Colormate™  PS  can  easily  and  affordably 
give  them  the  impact  they  deserve.  Enhancing  your 
work  with  truly  amazing  color,  from  brilliant  primaries  to 
soft  pastels.  All  Pantone*  approved. 

The  Colormate  PS  integrates  readily  with  any  net 
work,  PC  or  Mac.  And  it's  compatible  with  most 
popular  business  presentation  and  graphics  soft- 
ware. Of  course,  Adobe*  PostScript'  is  stan 
dard.  The  Colormate  PS  comes  in  two 


models— the  economical  Model  40  with  4MB  of  memory 
and  17  resident  fonts,  and  the  fully  featured  Model  80 
with  8MB  of  memory  and  35  resident  fonts.  Both 
feature  reliable  300  DPI  thermal  transfer  technology. 
For  your  free  Color  Presentations  Guide  and  more 

information,  call  1-800-NEC-INFO.  Or  call 
NEC  FastFacts,  1-800-366-0476,  document 
#26567,  for  info  via  fax. 

After  all,  the  world  isn't  black  and 
white,  why  should  your  presentations  be? 


•Call  tor  eligible  applications  Files  cannot  be  returned 
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:elected  otJiecljEl  lo  a  new  loDation 


Tte  mouse  makes  everyday  tasks 
as  easy  as  click,  click,  click. 


Rearranging  a  document  couldn't  be  any  easier 
With  new  Word  2.0  you  can  drag  and  drop  text  wherever  you  want. 


All  it  takes  »  one  click  on  the 
Toolbar  and  presto,  instant  tables. 


Click  this  Toolbar  button  and 
get  instant  bullets. 


d  processor 
second  nature. 


IEM0.DOC 

^iniiiil 

able 

Window 

Help 

mill 

■  ■  • 

iiiL 

-f- 

V 

I     Click  here  for  automatic  envelopes.     I     Click  here  to  print  your  work.  I 
Click  here  to  nmke  charts.  Click  here  to  check  spelling.  Click  here  to  zoom  in. 


Introdudng  new  Word  for  Wtodows  20. 


When  it  comes  to 
word  processing,  really 
nothing  could  be  more 
natural  than  using  the 
all-new  Microsoft  Word 
for  Windows "  You  see, 
Word  2.0  makes  those 
everyday  word  process- 
ing tasks  remarkably  easy 

Which  means  you  can  now  concen- 
trate on  what  you're  actually  doing.  Rather 
than  how  you're  actually  going  to  do  it. 

This  is  possible  for  a  number  of 
reasons.  Like  our  unique  Toolbar "  feature. 
It  lets  you  do  those  things  you  do  most 
often  with  one  simple  click  of  a  button. 

Of  course,  looks  count  for  some- 
thing, too.  With  Word  you  can  bring  in  a 
table  of  numbers  from  Microsoft  Excel. 
Or  with  the  new  built-in  drawing,  charting 


and  shading  features,  along  with  the  ability 
to  move  anything  on-screen  with  a  drag 
and  drop,  you'll  find  yourself  adding  some 
very  very  cool  effects. 

But  best  of  all,  making  the  move  is 
easy-so  easy  there's  almost  no  downtime. 
For  instance,  if  you  iyx)e  in  a  WordPerfect" 
keystroke.  Word  will  demonstrate  the 
equivalent  command  right  in  your  docu- 
ment. Plus,  existing  WordPerfect  files  as 
well  as  other  popular  word  processing 
file  formats  are  perfectly  usable  in  Word. 

You  get  all  of  this  and  more  when 
you  upgrade  to  Word  for  only  $129.*  So 
give  us  a  call  at  (800)  323-3577  Dept.V23. 

Y)u'll  quickly  see  that  nothing  could 
be  more  natural. 

MiaosoH 


•Offer  good  for  current  luensees  of  WordPerfect  MidtMate.  WordStar.  MS  Word  for  DOS  and  OsplayWnte  Please  allow  24  uteks  for  deUvery  upon  receipt  of  order  tn  Microsoft  Offer  extm-i  3/3W2  Lm.l  one  per  customer  Rentier  Pru:es  maymn  Call 
the  United  States  and  Canada,  call  1206)  936.86bl  Microsoft  is  a  registered  trademark  and  Toolbar  and  Windoim  are  trademark  of  Microsoft  Corporation  WordPerfect  is  a  registered  trademark  of  the  WordPerfect  Corporation. 
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CANADA I 


CAN  THE  REICHMANNS 
HANG  TOUGH? 


Forget  bottom-fishing— developer  Olympia  &  York  has  its  hands  full  in  this  downturn 


In  the  past,  Paul  Reich- 
mann  almost  welcomed 
recessions,  so  he  could 
sweep  up  real  estate  in  New 
York,  Toronto,  and  else- 
where at  bargain  prices  and 
expand  the  sprawling  Olym- 
pia &  York  empire.  But  the 
current  recession  in  real  es- 
tate is  as  dark  as  the  fog 
that  swirled  outside  his  To- 
ronto office  on  a  recent 
morning.  It's  "the  worst  I've 
.seen,"  he  says,  in  the  30 
years  since  he  and  his  two 
brothers  began  building  o&Y 
into  the  world's  leading  de- 
veloper. 

That's  why,  this  time 
around,  the  last  thing  on  his 
mind  is  bottom-fishing.  The 
usually  secretive  Reichmann 
admits  that  O&Y  is  "suffer- 
ing in  this  downturn."  Its 
vast  North  American  hold- 
ings are  in  the  black,  but 
Reichmann  says  that  "cash 
flow  is  much  worse  than  it 
was  two  years  ago."  Thr 
sharpest  pain  is  in  London, 
where  o&Y's  largest  project 
ever,  the  $6.5  billion  Canary 
Wharf  development,  is  bog- 
ging down.  With  some  buildings  still 
empty,  the  Reichmanns  are  behind 
schedule  in  recouping  their  huge  upfront 
costs — $3.1  billion  to  date.  What's  more, 
though  he  expects  a  general  recovery  to 
begin  in  six  months  to  a  year,  Reich- 
mann predicts  "real  estate  markets  will 
remain  bad  .  .  .  for  two  to  three  years  at 
least." 

PENNr-PiMCHiNG.  Reichmann's  game 
plan  tilts  all  of  O&Y's  considerable  re- 
sources toward  the  71-acre  Canary 
Wharf  site  on  London's  outskirts.  He's 
calling  off  plans  for  new  projects  and  is 
relying  on  asset  sales  of  non-real-estate 
holdings  to  pump  cash  into  Canary 
Wharf.  And  he's  pushing  to  get  it  at 
least  80  leased  within  the  six  to  nine 
months  to  help  ease  the  company's  cash 
crunch,  fieichmann  insists  that  his  vision 


mann  now  faces  what  may  be  his  greatest  c 
keeping  Canary  Wharf  afloat  mitil  a  recovery  arrives 


of  creating  a  new  business  center  for 
London  will  ultimately  pay  off,  boosting 
the  value  of  Canary  Wharf  to  "two  to 
three  times  what  we  spent  on  it." 

But  even  Reichmann,  one  of  the  most 
trusted  men  in  business,  is  finding  that 
financing  projects  is  much  more  difficult 
than  ever  before.  A  few  years  ago,  he 
muses,  O&Y  "could  easily  borrow  70%  of 
the  costs  [of  a  project]  on  the  bricks  and 
mortar  alone,"  without  a  single  tenant 
signed  up.  Today,  Reichmann  observes, 
"you  can't  start  thinking  about  lining  it 
up  until  75%  of  the  space  is  committed." 

The  penny-pinching  climate  became 
painfully  evident  in  mid-January,  when  a 
dispute  between  O&Y  and  one  of  Canary 
Wharf's  major  tenants,  Morgan  Stanley 
&  Co.,  escalated  into  court  action.  Mor- 
gan Stanley  had  paid  for  the  construc- 


tion of  its  own  building,  and  O&Y  had 
agreed  to  buy  back  the  building  for  $240 
million.  In  early  1991,  O&Y  hired  the  in- 
vestment bank  to  arrange  the  financing 
for  such  a  transaction. 

Reichmann  declines  to  discuss  the 
matter.  But  according  to  Michael  Den- 
nis, executive  director  of  Olympia  & 
York  Canary  Wharf  Ltd.,  "Morgan  was 
telling  us  they  were  confident"  the  fi- 
nancing could  be  done  only  a  month  be- 
fore the  Dec.  12  trigger  point  in  the 
contract  that  gave  Morgan  the  option  to 
demand  its  money.  Then,  the  board  of 
the  Japanese  institution  that  was  sup- 
posed to  provide  $180  million  of  the  mon- 
ey decided  it  would  only  commit  $72  mil- 
lion, and  the  entire  deal  collapsed. 

o&Y  executives  wanted  to  postpone  the 
deal.  But  Morgan  says  that  "it  was  ex- 
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)lic'itly  agreed  that  O&Y  was  not  relying- 
)n  our  efforts"  to  line  up  financing  and 
hat  O&Y  was  "unconditionally"  obligat- 
!d  to  buy  the  building  under  a  sale-lease- 
)acl<  deal.  Morgan  is  now  suing  Olympia 
i  York  in  London  for  the  $:^4()  million. 

O&Y  is  clearly  worried  that  the  public 
)rawl  will  only  further  hamper  the  proj- 
ict's  credibility  among  prospective  ten- 
ints  and  already  nervous  bankers.  "A 
irisis  of  confidence  is  the  one  thing  that 
:an  screw  us  up,"  worries  one  London 
nsider.  Meanwhile,  says  Dennis,  O&Y  is 
ilready  searching  for  another  invest- 
nent  bank  and  is  confident  they  will 
irrange  a  deal — backed  by  Morgan's 
!redit  as  the  building's  lead  tenant — be- 
'ore  the  case  ever  comes  to  trial. 

Reichmann  is  anxious  to  move  ahead 
)n  financing  for  other  buildings  in  the 
fast  project.  By  April,  he  says,  O&Y  will 
lave  financed  the  central  tower,  which  is 
argely  leased,  through  a  $540  million 
)rivate  placement  with  a  small  group  of 
nstitutions.  Dennis  adds  that  while  Ca- 
lary  Wharf  is  only  57'/f  leased  now,  o&Y 
s  in  talks  with  four  or  five  major  new 
enants  and  expects  some  signed  deals 
n  the  next  few  months. 

So  far,  O&Y  has  lined  up  outside  fi- 
lancing  for  only  $L1  billion  of  its  invest- 
ment in  Canary  Wharf — in  construction 
oans.  The  remaining  $2  billion  came 
Tom  o&y's  credit  lines  and  asset  sales. 
5ince  late  1990,  O&Y  has  raised  some  $L2 
)illion  by  selling  Consumers'  Gas  Co., 
Ilanada's  largest  natural-gas  supplier, 
ind  its  9%  stake  in  Allied-Lyons  PLC. 
A'^ithout  those  sales,  Reichmann  admits, 
'we  would  have  had  much  more  difficul- 
;y  finding  the  money." 

The  New  York  City  slump  is  adding  to 
voes.  The  Reichmanns  "have  to  be  feei- 
ng severe  pressure  from  their  down- 
;own  buildings"  in  Manhattan,  says 
Liloyd  Lynford  of  REIS  Reports  Inc.  As 
lowntown  vacancy  rates  have  soared  to 
[97o,  rental  rates  have  fallen  30%  since 
1987,  Lynford  figures.  With  its  top- 
^rade  properties,  including  the  fully 
eased  World  Financial  Center,  o&Y  has 
leld  its  downtown  vacancy  rate  to  10%. 
METRO  LINK.  For  all  this,  Reichmann 
ihows  a  characteristic  calm,  keeping  an 
jye  on  the  long  view.  He  says  he  expects 
;o  sell  O&y's  stake  in  Interprovincial 
Pipe  Line  Co.,  North  America's  longest 
:rude-oil  pipeline  system,  this  year,  fig- 
iring  it  should  command  full  value.  Its 
current  market  value  is  more  than  $600 
nillion.  He's  hesitating  on  plans  to  sell 
Home  Oil  Co.  in  the  depressed  market 
'because  we  have  not  gone  after  fire 
sales."  He  also  plans  to  keep  o&y's  other 
major  industrial  interests,  worth  at  least 
15  billion,  reasoning  that  such  currently 
depressed  holdings  as  newsprint  giant 
Abitibi-Price  Inc.  and  Gulf  Canada  Re- 
sources Ltd.  will  eventually  revive. 

Nor  is  Reichmann  backing  off  from  a 


jjlanned  expansion  of  Canary  Wharf. 
O&Y  has  put  the  lid  on  any  major  addi- 
tional construction,  planning  to  open 
only  five  or  so  "small"  buildings  be- 
tween now  and  1996.  But  Reichmann 
says  he's  still  planning  to  launch  the 
1994  phase  of  Canary  Wharf  to  ready  it 
for  the  expected  1996  opening  of  a  key 
transport  link,  the  extension  of  London 
subway  lines  to  the  project.  This  phase 
will  cost  several  billion  dollars  more. 

By  then,  Reichmann  bets  that  Canary 
Wharf  will  be  irresistible.  "London  is  the 


only  major  city  in  which  two-thirds  of 
the  office  space  is  obsolete,"  he  reasons. 
Reichmann  figures  today's  low  interest 
rates  in  the  U.  S.  are  certain  to  fuel  in- 
flation, sparking  a  resurgence  in  real  es- 
tate by  the  mid-1990s — and  allowing  O&Y 
to  boost  rents.  It's  such  musings  on 
long-term  trends  that  are  Paul  Reich- 
mann's  trademark.  All  he  has  to  do  now 
is  be  right  again. 

By  William  C.  Symonds  in  Toronto  cmd 
Mark  Maremont  in  London,  with  Elizabeth 
Weiner  in  iVew  York 


CHINA  I 


YANKEE  TRADERS  BREATHE 
A  SIGH  OF  RELIEF 


Beijing's  last-minute  deal  with  Bush  is  a  boon  for  U.S.  business 


On  the  verge  of  an  all-out  trade 
war,  negotiators  were  locked  in 
heated  talks  in  Washington  on 
Jan.  16  over  how  to  protect  U.  S.  copy- 
rights and  patents  in  China.  For  months, 
tension  had  been  mounting  over  a  host 
of  Chinese  trade  abuses,  from  textile 
cheating  to  prison  exports.  If  the  talks 
failed,  Washington  was  threatening  to 
slap  100%  duties  on  up  to  $1.5  billion 
worth  of  Chinese  imports  the  next  day. 
In  turn,  Beijing  vowed  to  retaliate 
against  U.  S.  companies.  A  nasty  elec- 
tion-year fight  in  Washington  could  have 
poisoned  the  entire  $25  billion  trading 
relationship. 

But  the  stalemate  was  broken  just  be- 
fore the  U.  S.  deadline.  Under  the  ac- 
cord, China  promised  to  outlaw  theft  of 
software  and  agreed  to  protect  patents 
of  agricultural  chemicals  and  pharma- 


ceuticals. Washington,  in  return,  decided 
to  scratch  China  from  its  "priority  list" 
of  trading  rogues.  The  new  accord  was  a 
badly  needed  victory  for  President 
Bush's  widely  assailed  China  policy.  Re- 
newal of  China's  most-favored-nation 
trading  status  this  June  seems  assured. 

All  of  this  is  bringing  a  profound 
sense  of  relief  to  U.  S.  companies  doing 
business  in  China  and  Hong  Kong.  Even 
though  Washington's  relations  with  Beij- 
ing had  been  on  a  dangerous  slide,  U.  S. 
companies  serving  the  Chinese  market 
had  been  quietly  but  sharply  increasing 
their  stakes.  "We  have  been  chewing 
our  nails  over  this,"  says  Thomas  M. 
Culligan,  McDonnell  Douglas  Corp.'s 
vice-president  for  program  development 
and  marketing.  '"Thank  God  they  both 
agreed." 

Now   that  both   governments  have 


NEW  ENGINE,  NEW  TRANSMl! 
AND  TO  THINK  MOST  PEOPL] 


On  Scpten-iber  1. 1991.  the 
presses  at  Car  and  Driver  rolled 
and  declared  the  Nissan'  Maxima' 
SE  the  "Best  Import  Sports  Sedan 
under  S23.000:" 

Tliat  night  the  engineers  at 
Nissan  quietlv  celebrated. 

And  took  pleasure  in  die 
knowledge  that  the  press  hadn't,  u'ell.  seen 
aiivthing  vet.  For  that  same  montli  die  new 
1992  Maxima  was  launched.  A  car  our  ei\^i- 
neers  had  completeK'  reexamined,  rex'amped. 
and  retooled,  literally  from  the  ground  up. 

One  glance  at  tlie  1992  engine  and  \-ou 
immediately  detect  a  perfectionist  mentality 
bordering  on  the  obse.ssi\'e.  For  there  lies  a 
new  3.0-liter.  24  -\'al\'e  DOFiC  V6  multi-point, 
hiel-injected  variable  val\'e  timed  engine. 


The  new  1992  A  laxima  S£  shov^-n  m  Super  Nack  mch 
options]  ARS  brakes,  drnri's  ade  airbag  and  {our-<:peed 
auron-iaac  nansnvs^non 

Like  our  legesidan,- rhe  Siaxima  SE's  new  30-Iher.  190 
hp  24-vah'e  DOHC  V6  engine  feamrts  a  \'aTiaUe-inducaon 
dual  plenum  sx  'stem  on  the  Sspeed  \Kivch  un/izes  an 
mremiediate  vahr  to  reguJare  air  intake  Bow  for  bencr 

fxrfomunce  at  low  to  nvd-range  RPS 1  - 


'All-nciK  hilh'  e^'Tmnic  3u!om3[K  aansmwon  ' Sour€Ci  Car 3nd Dmta  11/91  \>asus  9/91  kxwoie 


ON,  IMPROVED  SUSPENSION, 
,IKED  IT  THE  WAY  IT  WAS. 


As  a  result,  the  0-60  time  has  been 
reduced  by  more  than  a  second  to  a  seat- 
pressing  6.7  seconds*  And  horsepower  has 
surged  to  an  adrenalin- pumping  190.  Giving 
new  meaning  to  the  term,4-Door  Sports  Car." 

Of  course,  in  our  engineers  minds,  a 
totally  new  engine  dictated  equally  radical 
changes  to  the  transmission?" 

A  new  front  Viscous  Limited  Slip 
Differential  transfers  additional  power  to 


whichever  front  wheel  has  greater 
traction.  So  both  stability  and 
your  self-composure  are  never  lost. 

And  a  remarkable  revamped 
4 -wheel  independent  suspension 
system  allows  you  to  negotiate 
curves  without  compromising 
responsiveness  or  performance. 
Some  things  on  the  Maxima,  however, 
take  years  to  appreciate.  Because  over  a 
two  year  period,  the  SE  retains  70%  of  its 
value.  That's  higher  than  BMW  525i  and 
Acuta  Legend. 

All  of  which  suggests  there  is  one 
thing  our  engineers  can't  change  on  the 
Maxima  SE.  Our 
customers'  satisfac- 
tion with  it. 


NISSAN 


B  U  I  LT  FOR  THE 
HUMAN  race: 


ifomuDon  call  1-800-NISSAN-6  Smarc  people  always  read  die  fine  pnnt  And  diey  always  wear  dieir  seat  belts 


nternational  Business 


stepped  back  from  the  brink,  the  U.  S. 
could  start  to  play  a  bigger  role  in  the 
Chinese  domestic  economy  than  ever  be- 
fore. General  Motors,  Motorola,  and  Du 
Pont  are  pushing  ahead  with  major  man- 
ufacturing investments  that  had  been 
shelved  after  the  1989  Tiananmen 
Square  massacre  (table).  Chrysler  Corp. 
is  discussing  an  expansion  of  its  long- 
troubled  Beijing  Jeep  operations.  Manu- 
facturers such  as  Boeing,  Hewlett-Pack- 
ard, and  General  Electric  are  making 
big-ticket  sales  left  and  right. 

China's  long-elusive  market  of  1.1  bil- 
lion people  is  also  pick- 
ing up.  A  host  of  U.  S. 
consumer-product  gi- 
ants is  finding  a  boom- 
ing business  in  every- 
thing from  Head  iV 
Shoulders  shampoo  to 
Heinz  baby  food, 
"We're  very  optimistic 
about  the  market,"  says 
Barry  Wong,  manager 
of  Avon  Products  Inc.'^ 
operation  in  Guang 
zhou,  which  has  signed 
up  8,000  saleswomen 
since  opening  in  No 
vember,  1990.  Procter  tV- 
Gamble  Co.  says  it.- 
business  in  China  i;- 
growing  at  a  507'^  clip. 

Part  of  what  motivat- 
ed the  Chinese  to  strike 
a  deal  on  intellectual  property  was  fear 
of  U.  S.  retaliation.  But  it  may  also  be  a 
reflection  of  the  increasingly  strong  role 
being  played  by  pragmatic  officials  at 
the  top  of  the  Chinese  bureaucracy.  Al- 
though hard-line  conservatives  still  reign 
supreme  in  politics  and  the  military, 
there  is  evidence  that  the  reformers  are 
once  again  driving  the  economy. 

Even  modest  progress  on  patent 
abuses  will  create  a  new  climate  for 
U.  S.  companies.  Many  makers  of  soft- 
ware, pharmaceuticals,  and  computers 
had  been  holding  back  out  of  fear  their 
products  would  get  ripped  off.  "After 
these  changes,  I'm  sure  a  lot  of  compa- 
nies will  be  looking  to  expand  in  China," 
says  Joseph  Simone,  a  U.  S.  lawyer  in 
Hong  Kong  who  chairs  the  American 
Chamber  of  Commerce's  intellectual- 
property  committee. 

BULGING  COFFERS.  To  b^  sure,  investor 
enthusiasm  is  still  a  far  cry  from  the 
heady  period  before  the  bloody  crack- 
down at  Tiananmen  Square  in  1989. 
Doubts  remain  over  China's  stability  af- 
ter ailing  octogenarian  leaders  such  as 
Deng  Xiaoping  die  off,  and  its  most-fa- 
vored-nation trade  status  could  be  at- 
tacked again  if  a  Democrat  wins  the 
White  House. 

But  for  companies  ready  to  tap  into 


the  growing  domestic  Chinese  market, 
business  is  brisk.  Thanks  to  China's 
booming  exports,  which  have  produced  a 
windfall  in  hard  currency,  including  a 
$15  billion  trade  surplus  with  the  U.  S. 
last  year,  the  government  has  backed 
off  from  an  austerity  program  launched 
in  1988.  The  policy  succeeded  in  slashing 
inflation  from  18%  to  below  57<  now.  As 
China's  coffers  swell  with  $35  billion  in 
foreign-exchange  reserves,  Beijing's 
more  confident  economic  planners  have 
given  the  green  light  to  U.  S.  companies 
to  satisfy  consumer  demand. 


Chinese  consumers  have  money  to 
spend,  particularly  in  places  such  as 
Guangdong,  a  southern  coastal  province 
that  is  home  to  some  70  million  people. 
With  housing  subsidized  by  the  state, 
even  workers  earning  only  $900  a  year 
have  a  surprising  amount  of  discretion- 
ary income  to  spend  on  shampoo,  pack- 
aged foods,  and  cosmetics.  The  hunger 
for  brand-name  goods  has  been  intensi- 
fied by  TV  ads 
broadcast  from 
Taiwan  and  Hong 
Kong.  Colgate- 
Palmolive  Co.  re- 
cently announced 
its  first  joint  ven- 
ture to  produce 
and  market  Col- 
gate toothpaste  in 
southern  China. 
And  P&G,  which  al- 
ready sells  sham- 
poo, is  building  a 
new  plant  to  make 
tampons.  Mean- 
while, H.  J.  Heinz 
Co.  is  building  a 
second  baby-food 
plant  for  $17  mil- 
lion in  the  port 
city  of  Tianjin. 
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THE  GROWING  U.S. 
STAKES  IN  CHINA 


Company 

Investment 

Millions 

Product 

MOTOROLA 

$120 

Semiconductors, 
mobile  phones 

GENERAL 
MOTORS 

100 

Trucks 

DU  PONT 

25 

Herbicides 

H.  J.  HEINZ 

17 

Baby  food 

PROCTER 
&  GAMBLE 

15 

Tampons 

AT&T 

10 

Optical  fiber 
plant 

GENERAL 
ELECTRIC 

10 

CAT-scan 
equipment 

DATA:  U  S  CHINA  BUSINESS  COUNCIL/BW 


The  auto  industry  is  also  gathering 
speed.  Two  years  ago,  this  sector  was  so 
sluggish  that  the  Chinese  government 
had  to  bail  out  ventures  by  Chrysler, 
Volkswagen,  and  Peugeot.  Now,  all 
three  are  selling  everything  they  can 
produce.  Chrysler's  Jeep  plant,  once 
plagued  by  parts-supply  problems  and 
acrimonious  disputes  with  its  Chinese 
partners,  is  now  profitable  and  is  weigh- 
ing plans  to  double  output  to  100,000 
Cherokees  by  1995,  according  to  indus- 
try sources.  And  by  1998,  GM  expects  to 
be  turning  out  50,000  S-class  pickup 
trucks  annually. 

Motorola  is  also  tak- 
ing the  plunge.  It  was 
about  to  launch  a  $300 
million  venture  in  Tian- 
jin when  the  political 
scene  erupted  in  1989. 
Now,  the  company  is 
going  ahead  with  an  as- 
sembly plant  for  semi- 
conductors, mobile 
phones,  and  auto  elec- 
tronics, although  it  has 
scaled  the  investment 
back  by  nearly  two- 
thirds. 

Racing  to  meet  crush- 
ing demand  for  air  trav- 
el, China  is  considering 
buying  up  to  150  jets 
from  a  McDonnell 
Douglas  joint  venture  in 
Shanghai.  Last  year,  China  ordered  34 
Boeing  jets  worth  $1.6  billion.  Those  or- 
ders also  brought  $105  million  in  busi- 
ness to  GE,  which  supplies  engines  to 
Boeing. 

Although  the  irritations  are  certain  to 
continue,  there's  no  denying  that  the 
mood  among  U.  S.  executives  in  China  is 
uncharacteristically  upbeat.  In  fact,  one 
of  their  main  problems  is  to  avoid  at- 
tracting too  much 
attention.  "None 
of  us  wants  to 
look  like  we're 
waving  the  flag 
for  the  butchers  of 
Tiananmen,"  says 
an  American  exec- 
utive stationed  in 
Beijing.  With  Cor- 
porate America's 
role  in  China  back 
on  the  fast  track, 
keeping  all  the 
new  deals  secret 
will  be  increasing- 
ly difficult. 
By  Pete  Engardio, 
with  Lynne  Curry, 
in  Beijing,  and 
Laurence  Zucker- 
man  in  Hong  Kong 
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SOUTH  KOREA  I 


SAMSUNG:  KOREA'S 
GREAT  HOPE  FOR  HIGH  TECH 


It  is  pulling  ahead  of  other  chaebol,  but  can  it  compete  against  the  likes  of  Sony  and  GE? 


It  was  the  old  patriarch's  obsession: 
As  founder  of  South  Korea's  power- 
ful Samsung  business  group,  Lee 
Byung-Chull  wanted  more  than  any- 
thing to  narrow  his  country's  techno- 
logical gap  with  Japan.  Semiconductors 
were  a  [jarticular  target,  so  he  ordered 
chip  engineers  to  work  around  the 
clock.  The  pressure  was  so  great  that 
some  fled  to  other  companies.  But  the 
research  money  flowed.  "Don't  worry 
about  the  cost,"  Lee  once  said.  "Just 
give  me  the  chips." 

Although  Lee  lived  to  see  Samsung 
make  1-megabit  dynamic  random-access 
memory  chips,  he  died  before  the  cru- 
cial 4-megabit  DRAM  saw  light  in  1988. 
So,  to  honor  his  wishes,  executives  took 
the  very  first  of  the  new  crop  of  chips 
off  the  assembly  line,  headed  for  Lee's 
burial  place,  and  laid  the  chip  on  his 
grave. 

That  sense  of  mission  at  Sam- 
sung hasn't  slackened.  The 
group  sees  itself  as  going  head 
to  head  against  the  world  lead- 
ers. Because  they  are  outgunned 
in  money  and  technology,  the 
Koreans  figure  the  only  way 
they  can  win  the  battle  is 
through  sheer  determination, 
working  late  into  the  night  while 
the  Japanese  sing  karaoke.  To- 
day, Samsung  ranks  fifth  among 
memory-chip  makers,  with  $L2 
billion  in  sales,  according  to  mar- 
ket researcher  Dataquest  Inc. 
Hitachi,  Toshiba,  NEC,  and  Fu- 
jitsu are  the  top  four. 
NO  METAL-BENDER.  As  it  emerges 
as  Korea's  No.  1  technological 
powerhouse,  Samsung  is  show- 
ing the  same  competitive  drive  in 
telecommunications,  aerospace, 
chemicals,  and  other  fields. 
Chairman  Lee  Kun-Hee,  49,  son 
of  the  founder,  is  attempting  to 
transform  Samsung  into  a  com- 
petitor against  the  likes  of  Sony 
Corp.  and  General  Electric  Co. 
The  U.  S.-  and  Japan-educated 
Lee,  who  took  over  five  years 
ago,  has  shaken  up  management 
across  the  group  by  decentraliz- 
ing decision-making.  And  he  has 
modernized  investment  priorities: 


Today,  of  all  the  Korean  business 
groups,  or  chaebol,  Samsung  spends 
the  most  on  research  and  development, 
%.&'/<  of  manufacturing  sales,  compared 
with  2.27'  by  Korea  as  a  whole. 

With  an  expected  $50  billion  in  sales 
in  1991,  Samsung  is  coming  to  be  seen 
throughout  Asia  as  the  most  formidable 
non-Japanese  Asian  company,  dwarfing 
its  Taiwanese  and  Southeast  Asian  ri- 
vals. While  Samsung  still  depends  on 
some  technology  from  Japan  and  the 
U.  S.,  it  clearly  is  breaking  out  of  the 
pack  of  the  traditional  four  largest 
chaebol;  the  others  are  Hyundai, 
Daewoo,  and  Lucky-Goldstar.  In  so  do- 
ing, it  has  become  Korea's  best  hope 
for  making  the  leap  from  a  cheap-labor, 
metal-bending  nation  to  one  that  com- 
petes in  advanced  technologies. 

Once  a  producer  of  everything  from 
sausages  to  ships,  Samsung  now  aims 


WORKERS'  FESTIVAL  A  SENSE  OF  MISSION 


to  pare  down  the  empire  and  concen- 
trate on  the  core  businesses  of  machin- 
ery, electronics,  and  chemicals  (table). 
Lee  vows  that  the  days  of  emphasizing 
growth  and  size  over  quality  are  over. 
Today  "we  must  specialize,"  Lee  told 
BUSINESS  WEEK  in  a  rare  interview.  "If 
we  don't  move  into  more  capital-  and 
technology-intensive  industries,  our 
very  survival  will  be  at  stake." 

Lee  is  relying  on  several  different 
tools  to  tame  the  hydra-headed  con- 
glomerate. In  some  cases,  he  is  selling 
companies  outright  and  has  divested  $3 
billion  worth  of  businesses  since  1989. 
He  is  consolidating  groups  with  related 
businesses.  And  more  restructuring 
moves  are  expected  in  the  next  three 
years. 

Under  Lee's  blueprint,  Samsung 
Electronics,  the  flagship  of  the  Sam- 
sung group,  will  take  center  stage,  ac- 
counting for  657'  of  the  elec- 
tronics business  overall. 
Consumer  electronics  still  is  the 
leading  sector,  but  as  costs 
have  climbed  and  the  global  na- 
ture of  the  business  demanded 
local  production,  Samsung  has 
shifted  most  of  its  color  TV, 
VCR,  and  microwave  production 
to  11  plants  scattered  from 
Southeast  Asia  to  Europe  to 
Mexico.  Semiconductors  now 
account  for  227  of  Samsung 
Electronics'  $7  billion  in  total 
sales  as  of  1991. 

The  multibillion-dollar,  state- 
of-the-art  microchip  plant  in  Ki 
Heung  is  Samsung's  monument 
to  its  vision  of  the  future.  So 
far,  Lee  has  invested  $2.2  bil- 
lion in  the  plant  and  plans  to 
invest  an  additional  $1  billion 
by  1993.  Already,  Samsung  has 
the  highest  global  market 
share  in  1-megabit  L)R.\.M  chips. 
And  it  even  has  ambitions  to 
beat  the  Japanese  in  the  64- 
meg  DRAM  market  when  the 
product  comes  on  stream  in 
1993.  It  also  has  joined  with 
Hewlett-Packard  Co.  in  the 
joint  design  and  development  of 
sophisticated  reduced  instruc- 
tion-set computing  (RISC)  micro- 


44  BUSINESS  WtEK/FEBRUARY  3.  1992 


INTERNATIONAL  BUSINESS 


SAMSUNG'S  DRIVE  TO  ZERO  IN  ON  HIGH  TECHNOIOGY 


In  1991,  Samsung  had  abouf  30  companies 
sprawling  across  many  lines  of  business. 
Core  fechnology  businesses  accounted  for 
about  26%  of  its  $49.3  billion  In  sales. 
Total  estimated  profits:  $342  million 


SAMSUNG  CORNING 


processors  for  HP's  highly  regarded  line 
of  workstations. 

Samsung's  progress  in  the  less  ad- 
vanced chips  has  made  believers  out  of 
some  former  skeptics.  "The  fact  that 
Samsung  has  achieved  high  production 
levels  of  1-  and  4-meg  memory  chips  is 
a  sign  that  the  company  has  made  very 
significant  strides,"  says  a  Japanese  in- 
dustry executive  in  Tokyo.  Doing  it 
without  Japanese  or  American  partners 
"shows  that  they  made  an  enormous 
effort." 

LIMITATIONS.  Moreover,  Samsung  has 
cleared  up  doubts  about  its  quality  by 
winning  IBM's  seal  of  approval  as  a  sup- 
plier. "Four  years  ago,  we  couldn't  find 
anything  we  needed  in  South  Korea," 
says  Gordon  A.  Campbell,  chief  execu- 
tive of  San  Jose  (Calif.)-based  Chips  & 
Technologies  Inc.,  one  of  the  top  U.  S. 
producers  of  chip  sets  for  personal  com- 
puters. "But  today,  they  have  the  tech- 
nology to  support  maybe  three-quarters 
of  our  product  lines." 

Samsung  has  a  way  to  go,  however. 
Experts  question  its  R&D  and  design  ca- 
pability. Although  the  Koreans  have 
been  able  to  master  the  manufacturing 
of  memory  chips,  they  still  depend  on 
U.  S.  or  Japanese  companies  for  the 
necessary  equipment — a  limitation  on 
their  technological  independence. 

Samsung  also  is  coming  on  strong  in 
digital  phone-switching  systems.  In  No- 
vember, Samsung  installed  2,000  lines 
in  St.  Petersburg,  free  of  charge,  and 
signed  a  $1.2  billion  contract  with  the 
Russian  government  to  overhaul  the  re- 
public's telephone  system.  Now,  Sam- 
sung is  considering  deals  in  Eastern 
Europe  to  sell  a  Korean-designed  and 
manufactured  switching  system. 


By  2000,  the  group's  goal  is  to  reach 
$200  billion  in  sa/es  but  to  dramatically 
pare  the  total  number  of  companies  . 
Core  businesses  should  account  for 
nearly  75%  of  sales 


DAM:  SAMSUNG.  BW 

In  aerospace,  Samsung  Aerospace 
won  a  $2.5  billion  contract  in  November 
to  co-produce  120  of  General  Dynamics 
Corp.'s  F-16  fighters  in  Korea.  Sam- 
sung, as  the  main  contractor  and  as- 
sembler, will  lead  a  consortium  of  20 
Korean  companies.  Samsung  also  will 
assemble  Pratt  &  Whitney  engines  for 
the  F-16s.  Investing  heavily  in  all  its 
aerospace  activities,  Samsung  expects 
to  plow  in  $540  million  by  1994. 

In  field  after  field,  Samsung  has  set 
ambitious  goals.  But  while  it  has  made 
impressive  progress,  Samsung  still 
finds  itself  maddeningly  dependent  on 
its  partners'  technologies.  The  group 


ON  ITS  OWN  JAPAN  AND  THE 
U.S.  ARE  BECOMING  RELUCTANT 
TO  SHARE  TECHNOLOGY 


also  faces  huge  management  chal- 
lenges as  it  attempts  to  expand  overall 
sales  fourfold  by  the  year  2000,  to  a 
staggering  $200  billion.  Indeed,  creating 
a  corps  of  world-class  executives  re- 
quires a  virtual  revolution  in  Korean 
management  style.  The  reason  is  that 
Samsung's  success,  much  like  Korea's 
own,  was  built  on  a  combination  of  cozy 
government-business  relations,  state 
subsidies,  a  cheap,  hard-working  labor 
pool,  and  a  lock  on  domestic  markets.  A 
succession  of  authoritarian  govern- 
ments made  exports  and  growth  a  top 
priority. 

Times  have  changed.  Labor  unions 
have  become  militant  in  the  wake  of 


OTHERS 


SUBJEa  TO  RESTRUaURING 
SAMSUNG  Trading 
INSURANCE,  ENGINEERING  UNITS 
JOONG-ANG  DEVELOPMENT  Construction 
SAMSUNG  WINNERS  CARD  Credit  cards 
SAMSUNG  MEDICAL  SYSTEMS 
SAMSUNG  DATA  SYSTEMS 
JOONG-ANG  DAILY  NEWS 
CHEIL  COMMUNICATIONS  Advertising 
SAMSUNG  LIONS  Baseball 
KOREA  SECOM  Industrial  safety 
CHEIL  FOODS  &  CHEMIULS 
CHEIL  INDUSTRIES  Textiles 


CHEIL  SYNTHETICS  Polyester  yarns  and  films 
CHONJU  PAPER 
HOTEL  SHILLA 

SHINSEGYE  DEPARTMENT  STORE 


democratic  reforms,  resulting  in  big 
wage  increases.  Although  Samsung 
isn't  unionized — all  the  other  big  chae- 
bol are — its  costs  are  high:  Wages  over- 
all have  doubled  in  the  past  three  years, 
helping  to  price  many  of  Samsung's 
consumer  products,  such  as  VCRs  and 
TVs,  out  of  foreign  markets. 

In  the  new  climate,  beating  Goldstar 
or  Daewoo  no  longer  is  enough.  Sam- 
sung has  to  compete  against  world 
leaders.  It's  Lee's  mission  to  bring  Sam- 
sung into  this  new  age.  After  a  decade 
under  his  father's  tutelage,  Lee  is  put- 
ting his  stamp  on  the  company,  lifting 
the  heavy,  authoritarian  hand  and  chal- 
lenging managers  to  be  innovative. 
STiii  TINY.  Lee's  toughest  hurdle  is  in 
technology.  Japan  already  has  begun 
tightening  up  on  sharing  of  secrets, 
fearing  a  "boomerang"  effect.  Ameri- 
cans, too,  are  becoming  more  sensitive 
about  giving  away  their  intellectual 
property.  While  Samsung  may  be  close 
to  standing  on  its  own  technological 
feet,  it  needs  more  time.  Its  R&D  budget 
is  large  by  Korean  standards,  but  it  is 
still  tiny  compared  with  those  of  its  ma- 
jor Japanese  and  U.  S.  competitors. 

Ironically,  the  more  Samsung  suc- 
ceeds in  mustering  technological  prow- 
ess, the  less  it  can  expect  foreign  part- 
ners to  share  critical  technologies. 
"They  see  us  as  a  threat,"  says  Sam- 
sung Electronics  Executive  Director 
Kim  Hoon.  So,  even  as  Samsung  works 
overtime  to  become  a  technological 
powerhouse,  it  still  needs  the  driving 
spirit  of  old  Mr.  Lee  to  get  where  it 
wants  to  go. 

By  Lojmi  Nakarmi  i>i  Seoul,  with  Neil 
Gross  in  Tokyo,  Rob  Hof  in  San  Francisco, 
and  bureau  reports 
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IS  EUROPE'S  EXPRESS  TRAIN 
TO  UNITY  SIOWING  DOWN? 


In  just  11  months,  the  world's  largest  and  richest  trading 
bloc  will  officially  come  into  being.  But  instead  of  romping 
down  the  homestretch  toward  a  united  Europe  at  the  end 
of  1992,  Europeans  are  beginning  to  sulk  under  the  weight  of 
a  widespread  economic  slowdown. 

The  outlook  is  for  the  European  Community's  economies  to 
grow  at  a  disappointing  1.57"  in  1992 — down  from  2.57'  in  1991. 
This  downturn  is  leading  to  bickering  and  discontent  that 
could  brake  the  momentum  that  the  European  unity  freight 
train  gathered  at  this  past  December's  Maastricht  summit. 
General  elections  are  looming  in  many  EC  nations.  At  the  very 
least,  the  need  to  play  to  domestic  audiences  and  address 
economic  problems  is  bound  to  di- 
vert politicians'  energies  from 
stumping  hard  for  monetary  and 
political  union. 

Indeed,  many  of  Europe's  old 
guard  find  themselves  on  shaky 
ground.  In  France,  not  only  is 
1992's  leading  advocate,  President 
Francois  Mitterrand,  expected  to 
retire  by  1995  but  he  could  also 
be  forced  into  cohabitation  as  ear- 
ly as  1993  with  a  right-wing  Par- 
liament less  sympathetic  to  the 
project.  And  British  Prime  Minister  John  Major,  a  deft  compro- 
miser on  European  issues,  faces  a  stiff  test  from  Labor  later 
this  year. 

IN  ECLIPSE.  Nationalism  is  clearly  on  the  rise.  Across  the  Conti- 
nent, extremists  such  as  France's  anti-immigration  leader 
Jean-Marie  Le  Pen,  German  neo-Nazis,  and  other  rightists  are 
hoping  to  embarrass  the  Establishment  by  making  a  strong 
showing  in  local  elections  this  spring. 

As  the  witching  hour  for  European  unity  draws  near,  re- 
sentment is  growing  over  Germany's  increasingly  dominant 
position.  Europeans  blame  the  interest  rates  set  by  the 
Bundesbank  for  aggravating  their  economic  problems.  "High 
German  rates  are  hurting  everybody,"  says  Eric  C.  Elstob, 


deputy  chairman  of  Foreign  &  Colonial  Investment  Manage- 
ment Ltd.  "The  pain  is  being  spread  across  all  of  Europe." 

While  other  countries  look  on  uneasily,  the  Germans  are 
parlaying  their  economic  clout  into  increasing  control  over  the 
EC  political  agenda.  Last  week,  they  twisted  arms  to  get  unani- 
mous EC  recognition  of  Croatia  and  Slovenia.  Not  surprisingly, 
the  new  German  show  of  strength  is  creating  unease  in 
France,  which  has  been  eclipsed  as  the  EC  trailblazer.  Some 
French  politicians  and  intellectuals  are  decrying  the  single 
currency  and  other  points  agreed  to  at  Maastricht.  "France  is 
renouncing  its  right  to  coin  money,  a  right  we  have  had  since 
Philippe  le  Bel  [a  medieval  king],"  complains  Marie-France 

Garaud,  chairman  of  the  Interna- 
tional Institute  of  Geopolitics  in 
Paris.  "This  is  a  major  loss  of 
sovereignty." 

The  downturn  and  the  stepped- 
up  job  cuts  at  companies  ranging 
from  Italian  computer  giant  Oli- 
vetti to  France's  Peugeot  are  also 
fanning  protectionist  feelings. 
German  Chancellor  Helmut  Kohl, 
for  instance,  wants  the  EC  to  em- 
brace Eastern  Europe  and  the 
former  Soviet  Union,  but  other 
countries,  such  as  France,  are  digging  in  their  heels  for  fear  of 
losing  further  jobs  to  cheap  Eastern  labor.  "Germany  sees 
great  potential  danger  in  what  is  happening  in  Russia  and 
other  former  Soviet  states,"  says  German  Foreign  Ministry 
adviser  Jochen  Thies.  "Yet  other  European  and  Western  na- 
tions are  looking  the  other  way." 

Does  the  current  bout  of  dyspepsia  mean  European  unity  is 
in  trouble?  Most  observers  say  not  yet.  But  the  political  con- 
sensus that  has  driven  1992  is  showing  the  first  signs  of 
fraying.  Chances  are  that  Europe  in  the  '90s  will  witness  a 
political  shakeup  to  rival  its  economic  restructuring. 

By  John  Rossant  in  Rome.  Richard  A.  Melcher  in  London,  and 
Stewart  Toy  in  Paris 


GLOBAL  WRAPUP I 


GERMANY 


A winter  of  labor  strife  is  loom- 
ing. Following  the  collapse  of 
steel  contract  talks  on  Jan.  22,  the  pow- 
erful IG  Metall,  Germany's  biggest 
union,  is  asking  135,000  steel  workers 
in  the  country's  Ruhr  industrial  heart- 
land to  vote  to  strike.  If  they  do,  as 
expected,  it  will  be  Germany's  worst 
labor  conflict  since  IG  Metall's  three- 
month  job  disruption  in  1984. 

The  steel  battle  is  a  bellwether  for 
millions  of  other  German  workers  and 
their  employers.  It  is  also  being  closely 
watched  by  the  Bundesbank,  which  has 
driven  German  interest  rates  up  to  the 
highest  level  in  its  history  to  stamp  on 


what  it  fears  is  a  looming  wage-price 
spiral.  The  government  is  calling  for 
settlements  "substantially  below" 
199rs  6.57  average. 

But  already,  430,000  bank  workers 
have  started  a  series  of  short  warning 
strikes,  while  1.2  million  government 
workers  will  soon  begin  talks.  Employ- 
ers complain  that  the  double-digit  pay 
hikes  that  the  unions  are  calling  for 
will  cripple  their  ability  to  compete  in 
global  markets. 

RUSSIA  

President  Boris  Yeltsin  is  shootmg 
his  own  economic  reform  program 
in  the  foot.  Yeltsin  badly  needs  foreign 
investment,  but  his  officials  have 


slapped  what  amounts  to  a  confisca- 
tory 507"  tax  on  hard-currency  export 
earnings,  in  addition  to  a  tariff  of  $4.50 
on  every  barrel  of  Russian  oil  export- 
ed. Western  companies  say  they  aren't 
interested  in  investing  in  Russia  if 
these  policies  remain  in  effect. 

Some  Western  oilmen  think  the  inex- 
perienced Russians  will  soon  come  to 
their  senses  and  slash  the  levies.  At 
present,  they  say  that  all  jurisdictions, 
from  Yeltsin's  Moscow  central  govern- 
ment to  local  councils,  are  tacking  on 
tax  after  tax  without  coordination.  "If 
you  added  them  all  up,  it  would 
amount  to  1007"  of  revenues.  They 
know  they  can't  do  that,"  says  one  op- 
timistic American  executive. 
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Our  last  workstation 
announcement 
proved  that  numbers 
^eak  louder 

than  words. 


(It  left  Sun,  DEC  and  IBM  speechless) 


K 


Once  again,the  numbers  d 


*U.  S.  list  price  for  19-inrh  graysc  ale  display,  diskless,  8MB  system.  ©1992  Hewlett-Packard  Company  ADC.SWG017 
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Introducing  the  HP  Apollo 
Series  700  Model  705  RISC 
workstation. 

35  MIPS.  34  SPECmarks.  Over 
8  MFLOPS.  More  than  1,800 
appUcations.  $4,990.* 

Now  that  we've  got  your  num- 
bers, caU  ours.  1-800-637-7740, 
Ext.  2778. 


HEWLETT 
PACKARD 


UNIONS 


ON  THE  SET  OF  MGM'S  RUSH:  THE  SCREEN  ACTORS  GUILD  FACES  TOUGH  NEGOTIATIONS 


UNION  WORKERS  WILL 
GET  SOME  BREAKS  IN  '92 


For  the  survivors,  raises  are  likely  to  keep  pace  with  inflation 


For  most  workers,  recessions  are  the 
worst  of  all  worlds.  Layoffs  in- 
crease, new  jobs  dry  up,  and  em- 
ployers become  tightfisted  with  pay. 
Since  many  economists,  even  optimists, 
expect  sluggish  growth  at  best  in  1992, 
the  outlook  for  unionized  workers  would 
logically  seem  to  be  as  grim  as  for  ev- 
eryone else.  But  the  year  may  not  be  so 
bad  for  the  3  million  or  so  union  mem- 
bers whose  contracts  will  expire. 

True,  some  remain  vulnerable  to  lay- 
offs. But  the  rest  may  win  wage  in- 
creases that  come  closer  to  the  anticipat- 
ed rise  in  inflation  than  at  any  time  in 
nearly  a  decade.  A  Conference  Board 
panel  of  labor  experts  predicts  that  pay 
raises  for  union  members  will  average 
3.47^  in  1992,  while  inflation  will  come  in 
at  3.57<  .  Employers  say  the  same  thing: 
Some  85'a  of  those  bargaining  in  1992 
plan  pay  hikes  that  approximate  or  ex- 
ceed inflation,  according  to  a  survey  by 
the  Bureau  of  National  Affairs,  a  pri- 
vate company"  based  in  Washington. 
'LITTLE  PRESSURE.'  The  reason:  a  combi- 
nation of  low  inflation  and  rising  produc- 
tivity. In  manufacturing,  where  unions 
are  concentrated,  productivity  is  rising 
nearly  as  fast  as  wages.  So,  increases  in 
labor  costs  per  unit  of  output  "are  al- 
most zero,"  says  David  Lewin,  a  profes- 


sor of  industrial  relations  at  the  Univer- 
sity of  California  at  Los  Angeles,  and 
"there's  little  pressure  on  employers." 

In  fact,  in  relative  terms,  union  work- 
ers have  begun  to  fare  better  than  they 
did  during  the  1980s.  Their  wage  in- 
creases have  averaged  3.7%  since  April, 
1990,  according  to  the  Bureau  of  Labor 
Statistics.  During  this  period,  organized 
workers  did  as  well  as  nonunion  ones  for 
the  first  time  since  1983. 

They're  even  doing  a  bit  better  if 
benefits  are  included:  Union  members 
got  a  4.8%  increase  in  total  compensation 
in  the  12  months  ended  in  September,  vs. 


LABOR'S  1992 

liir.lHi: 

Employers 

Controct 
expiration 

Number  of 
workers" 

REIAIL  FOOD 

February-October 

73,000 

AEROSPACE 

April  i 

61,000 

ALUMINUM 

May  "I" 

21,000 

ATftT 

May 

100,000 

HOUYWOOD 

June 

109,000 

CONSTRUaiON 

June-December 

103,000 

BELL  COMPANIES 

August 

320,000 

DATA:  BUREAU  OF  NATIONAL  AFFAIRS  INC. 

4.3%  for  nonunion  workers.  Union  con- 
tracts are  more  likely  to  provide  health 
insurance,  whose  costs  have  outpaced  in- 
flation. That  promises  to  cause  friction 
this  year,  however,  since  70%-  of  union 
employers  plan  to  rein  in  medical  costs, 
according  to  the  BNA  survey. 

Of  course,  there  will  be  some  battles 
over  pay.  The  74,000-member  Screen  Ac- 
tors Guild  (SAG)  is  likely  to  demand  at 
least  a  modest  increase  in  its  $448-a-day 
minimum.  But  box-office  results  have 
declined  for  two  straight  years,  and  vid- 
eo and  cable  sales  are  lackluster.  So  TV 
and  movie  producers  are  in  no  mood  to 
give  much.  Already,  the  studios  are  play- 
ing hardball  by  insisting  that  all  produc- 
tion be  wrapped  up  before  v-,ag's  con- 
tract expires  on  June  30.  For  instance, 
Disney  won't  start  any  films  after  Apr. 
1.  This  could  affect  films  such  as  The 
Distinguis/ied  Gentleman,  starring  Ed- 
die Murphy,  which  is  due  to  start  shoot- 
ing in  mid-March.  Much  of  a  delay  could 
put  that  film  on  hold. 
PHONE  TROUBLE.  Jobs  will  be  the  flash- 
point in  one  of  the  few  large  union  con- 
tracts expiring  this  year.  American  Tele- 
phone &  Telegraph  Co.'s  relations  with 
its  two  unions  have  frayed  badly  in  re- 
cent years,  primarily  over  layoffs.  As 
the  company  has  streamlined  its  core 
manufacturing  business,  its  unionized 
employment  has  fallen  from  240,000  in 
1984  to  132,000  today.  Meanwhile,  new 
technology  and  acquisitions  have  swelled 
AT&T's  white-collar  ranks  by  some  7,000, 
to  118,000.  The  purchase  of  NCR  Corp., 
which  has  only  about  1,300  union  mem- 
bers out  of  27,000  U.  S.  employees,  puts 
organized  employees  in  the  minority  for 
the  first  time. 

This  situation,  among  others,  could 
lead  to  a  strike.  The  Communications 
Workers  of  America  (CWA)  is  demanding 
that  AT&T  remain  neutral  in  organizing 
drives.  And  last  year,  AT&T  Chairman 
Robert  E.  Allen  and  CWA  President  Mor- 
ton Bahr  set  up  a  union-management 
committee  to  hammer  out  rules  for  ATiVT 
to  follow  during  organizing  drives.  But 
extending  this  approach  to  NCR,  as  the 
CWA  wants  to  do,  is  another  matter.  Al- 
ready, the  computer  company  is  actively 
opposing  the  CWA  in  an  organizing  elec- 
tion set  for  NCR  field-service  engineers  in 
Dayton.  "It  doesn't  make  sense  to  have 
a  union  in  a  nonunion  industry,"  says 
William  W.  Holloway,  NCR's  vice-presi- 
dent for  personnel. 

Except  for  such  disputes,  1992  could 
be  a  calm  bargaining  year.  Union  work- 
ers who  survive  layoffs  may  keep  pace 
with  inflation.  And  for  them,  that's  the 
best  news  in  a  long,  long  time. 

By  Aaron  Bernstein  in  New  York,  with 
Ronald  Grover  in  Los  Angeles 
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Every  day,  businesses  receive  mountains  of 
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New  Audi  100  V-6  Takes 
Aim  At  Lexus  And  Acura. 


Audi  100  hits  mark  as  the  first  automobile  in  its  class 


BY      KARL  TREUTLER 


Not  content  to  let  Lexus  and  Acura  corner  the  market,  Audi  is  determined 
to  offer  the  American  car  buyer  something  never  seen  before:  German  engi- 
neering coupled  with  Japanese  pricing. 

Aimed  directly  at  buyers  interested  in  the  Lexus  ES  300  and  the  Acura 
Legend,  the  all-new  Audi  100  V-6  comes  with  ABS  and  driver's  side  air  bag,  the 
handling  and  control  buyers  have  come  to  expect  from  Audi,  and  The  Audi 
Advantage:  A  comprehensive  owner  protection  plan  not  offered  by  Lexus 
and  Acura.  The  plan  includes  the  cost  of  all  scheduled  maintenance,  even  oil 
changes,  for  three  years  or  50,000  miles* 

Here  in  the  States,  where  the  Japanese  have  made  inroads  into  this  auto- 
motive segment,  Audi  knew  it  would  have  to  hold  its  ground  against  the 
popular  Japanese  contingent.  And  in  a  comparison  test  conducted  by  Road  & 
Track,  it  did  just  that.  As  they  put  it,  ".  .  .this  confident  'new'  Audi  has  a  distinct 
voice,  and  it  can  roar  with  the  best  of  the  lions  from  Japan... The  Audi  (is) 
rock-solid,  running  as  sound  as  a  Deutsche  mark... It's  more  affordable  than 
the  Legend. . .(and). .  has  driving  personality  and  road-course  character  all 
over  the  Legend!' 

When  the  new  Audi  100  was  unveiled  in  Europe,  automotive  experts  there 
"did  a  180 "  —  reversing  their  perception  of  Audi  vis-a-vis  the  competition.  Given 
the  opportunity  to  get  behind  the  wheel  of  a  new  Audi,  those  considering  a 
high-line  Japanese  car  may  soon  find  themselves  "doing  a  180 "  as  well. 

For  more  information  on  the  all-new  Audi  100  V-6,  call  1-800-FOR-AUDI. 


At  right,  the  new  AudilOOCS. 
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STRATEGIES  I 


NO  MORE  MR.  NICE  GUY  AT  P&G 
—NOT  BY  A  LONG  SHOT 


Is  Edwin  Artzt's  like-it-or-lump-it  management  style  doing  more  harm  than  good? 


Standing  at  the  dais,  Procter  & 
Gamble  Co.  Chairman  Edwin  L. 
Artzt  surveyed  the  huge  crowd  be- 
low. The  scene  was  a  management  din- 
ner in  P&G's  hometown  of  Cincinnati, 
and  Artzt  wanted  his  top  executives  to 
stand  for  a  moment  so  they  could  be 
introduced  to  their  fellow  managers.  Fi- 
nally he  spotted  Executive  Vice-Presi- 
dent B.  Jurgen  Hintz,  responsible  for 
v&c's  struggling  food  and  beverage  op- 
erations, in  the  back  of  the  room.  Lean- 
ing into  the  microphone,  Artzt  quipped: 
"I  guess  you  can  tell  people's  business 
results  by  where  they're  sitting." 

Hintz,  who  left  P&(i  last  June,  laughs 
off  the  incident.  But  to  other  P&G  execu- 
tives, the  joke  seemed  surprisingly 
sharp-tipped.  By  now,  though,  they 
know  that  P&G's  chairman  doesn't  play 
by  the  same  genteel  rules  as  his  prede- 
cessors. Gone  for  the  moment  is  the  no- 
tion of  low-profile,  gray-suited  leader- 
ship at  the  consumer-products  giant. 


Artzt  wants  results.  If  he  thinks  he'll 
get  them  by  tweaking  you  in  front  of 
your  peers,  prepare  to  be  tweaked. 

Artzt  aims  to  build  a  tougher,  faster, 
more  global  P&G.  To  do  so,  he  is  promot- 
ing individual  accountability — turning 
back  the  clock  from  the  "team  ap- 
proach" of  recent  years.  He  has  over- 
hauled P&G's  corporate-training  program 
in  favor  of  a  squash-the-competition  ver- 
sion (page  56).  He  has  revamped  its  re- 
cently restructured  sales  force.  And  he 
is  demanding  that  managers  consistently 
beat  the  competition  to  market  with  the 
latest  detergents,  face  creams,  and  dia- 
pers. He  sees  lightning-quick  reflexes  as 
essential  at  a  time  when  p&g's  rivals, 
too,  are  globalizing,  streamlining,  and  in- 
vesting in  innovation.  Vows  Artzt:  "We 
are  going  to  make  a  quantum  leap  in  the 
quality  and  speed  of  our  execution." 

Nowhere  is  Artzt's  relentless  drive  for 
rapid,  forceful  marketing  maneuvers 
more  apparent  than  in  P&G's  overseas 


business.  To  make  the  company  more  of 
a  world  power,  Artzt,  the  company's  in- 
ternational chief  for  nine  years,  is  push- 
ing it  to  plan  on  a  truly  global  basis.  It 
will  have  its  latest  diaper  innovation, 
Pampers  Phases,  on  the  shelf  in  90  coun- 
tries in  fewer  than  12  months,  compared 
with  the  27  it  took  the  last  time  Pampers 
was  reworked.  Meanwhile,  Artzt  is  lin- 
ing up  foreign  joint  ventures  and  invest- 
ing huge  amounts  in  acquisitions  and 
new  production  capacity  all  over  the 
world.  P&G  is  posting  double-digit  unit 
gains  abroad. 

COFFEE  RUSH.  Artzt,  61,  felt  the  U.  S.  op- 
eration needed  shaking  up  even  before 
he  became  CEO  back  in  January,  1990. 
Although  its  earnings  and  stock  soared 
that  year,  as  they  had  in  1989,  the  com- 
pany found  itself  increasingly  embroiled 
in  competitive  battles  at  home.  In  coffee, 
Nestle  is  giving  P&G's  Folger's  a  run  for 
its  money  with  the  expansion  of  its  Hills 
Bros,  brand  into  new  markets.  In  bar 
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soap,  Lever  Brothers 
Co.  is  showering  its 
Lever  2000  with  ad 
dollars,  soakinjj  P&G's 
Safeguard.  And  while 
Procter  has  plunged 
ahead  with  a  bevy  of 
new  products  such  as 
concentrated  deter- 
gents, the  recession  is 
dampening  consump- 
tion of  P&G  staples.  In 
the  first  quarter,  end- 
ed Sept.  30,  earnings 
fell  3%,  to  $536  mil- 
lion. It  was  the  first 
decline  in  six  years. 

Most  of  Artzt's  strategies  for  dealing 
with  these  competitive  pressures  make 
sense  even  to  his  critics.  But  many  in- 
side the  company  think  he  is  pushing  his 
agenda  too  hard — and  in  a  most  un-P&G- 
like  fashion.  Some  top  employees  have 
left  in  the  past  year,  and  many  who 
remain  "feel  their  behavior  is  being 
changed,  but  their  heart  isn't  being 
changed,"  says  one  P&G  manager.  "They 
don't  feel  enrolled  in  the  vision." 

Many  staffers  worry  that  Artzt  and 
U.  S.  Chief  Durk  I.  Jager  view  employ- 
ees as  mere  replaceable  cogs.  "The  thing 
I  sense  more  than  anything  is  a  real 
fear,"  says  one  manager.  It's  a  far  cry 
from  the  recent  past.  Not  only  were  the 
late  1980s  a  tremendously  profitable  pe- 
riod, but  they  were  also  a  time  when 
P&G  began  to  reinvent  itself.  Critics  ar- 
gue that  Artzt  is  abandoning  many  of 
the  progressive  changes  of  that  era, 
which  brought  a  more  questioning,  mul- 
tifunctional, people-oriented  ap- 
proach to  the  business. 

"Unfortunately,  many  of 
those  critics  and  change  agents 
responsible  have  either  been  si- 
lenced or  have  left  the  compa- 
ny," says  Louis  A.  Pritchett, 
who  retired  as  sales  vice-presi- 
dent shortly  before  Artzt  took 
over.  Artzt  calls  the  notion 
"laughable."  The  charge  that 
he  is  operating  without  regard 
for  his  people,  he  adds,  is  "to- 
tally wrong." 

FRESH  WORRIES.  Some  of 
Artzt's  fearsome  reputation  is 
no  doubt  unwarranted.  His  fo- 
cus on  financial  results  makes 
some  see  him  as  short-term-ori- 
ented, yet  P&G  is  spending  $400 
million  this  fiscal  year  on  new 
products,  up  50%  from  the  re- 
cent yearly  average.  Its  $2  bil- 
lion in  capital  spending  is  near- 
ly double  that  of  fiscal  1989. 

Yet  several  bursts  of  bad 
news  tarnished  the  early  days 
of  Artzt's  tenure  and  added  to 
the  uneasy  feeling  that  the  new 
CEO  may  be  a  little  too  aggres- 
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sive.  Last  April,  the 
Food  &  Drug  Admin- 
istration seized  2,400 
cases  of  p&g's  Citrus 
Hill  Fresh  Choice  or- 
ange juice,  saying 
"fresh"  was  a  misno- 
mer. In  June,  Hintz 
became  the  highest- 
ranking  executive  to 
resign  from  the  com- 
pany in  almost  20 
years.  The  most  em- 
barrassing incident 
came  last  summer: 
Desperate  to  track 
down  a  leak  to  a  re- 
porter, P&G  asked  for  an  investigation 
that  led  the  Cincinnati  police  to  search 
the  phone  records  of  800,000  people. 
Artzt  first  defended  the  search,  but  in 
the  end  he  apologized  to  employees. 

Working  under  Artzt  clearly  is  not  for 
the  fainthearted.  While  he  can  turn  on 
the  charm,  says  one  retired  executive, 
"he'll  take  you  apart  limb  from  limb"  in 
an  argument.  Another  former  P&Ger  re- 
calls watching  Artzt  "just  ridicule  the 
U.  S.  business  performance"  right  in 
front  of  President  John  E.  Pepper  and 
others.  Pepper  had  just  become  interna- 
tional chief  after  overseeing  the  U.  S. 
operations  for  years. 

Artzt  agrees  that  his  emphatic  style 
needs  some  toning  down.  "I've  devel- 
oped a  greater  awareness  of  my  impact 
on  people,"  he  says.  If  employees  have 
been  afraid  of  him,  Artzt  says,  "I'm 
making  a  i-e;d  effort  to  fix  that."  Lately 
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he  has  been  lunching  with  more  middle 
managers  to  exchange  opinions. 

A  38-year  P&G  veteran,  Artzt  inherited 
a  company  already  in  the  throes  of 
change.  His  predecessor,  John  G.  Smale, 
had  approved  a  drastic  revamping  of  the 
way  it  sells.  Instead  of  having  salespeo- 
ple for  each  division  tripping  over  one 
another,  Smale  consolidated  its  sales  or- 
ganization so  that  far  fewer  reps  called 
on  stores  and  their  owners.  The  goal:  to 
become  more  efficient  and  work  more 
closely  with  customers.  P&G  brought  in 
specialists  from  finance,  information, 
and  logistics,  for  instance,  to  work  di- 
rectly with  their  counterparts  at  Wal- 
Mart  Stores  Inc.  Such  teamwork  pro- 
duced major  savings  in  inventory  and 
better  service  for  a  number  of  P&G's 
biggest  retail  customers.  The  restructur- 
ing also  cut  p&G's  costs  and  allowed  it  to 
get  new  products  on  the  shelf  faster. 
SPLINTERED  TEAMS.  Good  as  that  team- 
work sounds,  the  restructuring  had  seri- 
ous organizational  problems  that  Artzt 
had  to  solve.  And  he  saw  a  drawback  in 
having  sales  reps  with  such  a  strong 
emphasis  on  building  ties  to  retailers. 
"The  natural  inclination  is  to  focus  on 
getting  aligned,  on  partnering,  making 
sure  the  relationship  is  working — and 
perhaps  not  focusing  as  fiercely  on 
building  volume  and  profit,"  he  says.  So 
last  April,  Artzt  stepped  back  from  the 
more  radical  consolidation.  Instead  of 
giving  the  real  clout  to  someone  who 
would  represent  all  of  P&G,  he  is  now 
relying  most  on  salespeople  who  repre- 
sent a  sector  such  as  soap  or  food. 

Many  retailers,  though  uncomfortable 
with  some  P&G  marketing  moves,  remain 
enthusiastic  about  the  company 
because  it  has  become  easier  to 
work  with  over  the  past  few 
years.  But  some  P&G  insiders 
argue  that  it  will  be  impossible 
to  realize  the  considerable  po- 
tential of  partnerships  if  Artzt 
forces  P&G  to  return  to  sepa- 
rate sales  forces  for  each  prod- 
uct sector.  Efforts  to  stream- 
line invoices  and  other  systems, 
for  instance,  may  be  stymied 
by  differing  practices  in  each 
sector. 

p&G's  "team"  approach  to  de- 
cision-making could  also  get  re- 
worked. While  creating  busi- 
ness teams  helped  the  company 
rebound  from  its  problems  of 
the  mid-1980s  by  getting  repre- 
sentatives from  various  depart- 
ments to  work  together,  Artzt 
has  been  irritated  by  the  some- 
times fuzzy  lines  of  authority 
in  the  team  approach.  "In  some 
cases,  he  got  frustrated  by  re- 
sults that  weren't  as  good  as 
he  liked  and  because  he 
couldn't  get  down  to  where  the 
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accountability  was,"  says  A.  G. 
Lafley,  vice-president  for  laundry 
and  cleaning  products.  Artzt  also 
objects  to  teams  that  endlessly  con- 
template P&c's  internal  structures 
rather  than  develop  new  products. 

Although  he  insists  he  is  a  pro- 
ponent of  teams,  Artzt  wants  them 
to  have  explicit  missions  and  clear- 
er goals  for  individual  team  mem- 
bers. Still,  some  insiders  argue 
that  any  backing  away  from  the 
team  approach  is  a  big  mistake. 
"Most  of  the  complex  issues  we 
deal  with  in  business  are  way  be- 
yond the  capability  of  an  individual 
function  to  come  up  with,"  com- 
plains one  ad-department  alumnus. 
DAMAGE  CONTROL.  One  of  the  most 
sensitive  issues  Artzt  must  deal 
with  is  work-force  diversity.  Some 
key  women  and  blacks  have  left  within 
the  past  year,  in  some  cases  frustrated 
with  what  they  describe  as  the  slow  pace 
of  progress.  Last  summer,  P&G  had  to 
wage  a  major  damage-control  effort 
when  a  group  vice-president  suggested 
to  interns  that  P&G  in  the  past  had  low- 
ered its  standards  to  hire  some  minority 
managers. 


Artzt  has  begun  trying  to  improve  the 
company's  record  in  this  arena — and  suc- 
cess here  could  do  a  lot  to  soften  his 
unfeeling  image.  Company  officials  say 
women  and  minorities  have  been  rising 
as  fast  as  or  slightly  faster  than  whites 
and  men  hired  at  the  same  time.  Last 
year,  in  a  first,  P&G  named  five  women 
as  vice-jjresidents,  out  of  69  who  got  the 


title.  Still,  Artzt  concedes  P&G 
needs  to  make  more  progress.  He 
has  instituted  a  system  to  track 
minority  employees'  advancement 
and  hold  managers  accountable  for 
their  progress.  P&G  claims  to  be  re- 
taining more  valued  managers  by 
mandating  annual  career-path  dis- 
cussions. Still,  skepticism  remains. 
"We're  saying  all  the  right 
things,"  says  one  black  manager. 
"The  frustration  is,  we  haven't 
seen  those  translate  into  results 
yet.  And  given  the  bottom-line  ori- 
entation, I  don't  know  if  we  will." 

Yet  Artzt  is  upbeat.  He  main- 
tains that  his  restyled  personal  ap- 
proach is  winning  over  employees. 
He  says  his  focus  on  global  plan- 
ning and  improved  execution  is  be- 
ginning to  pay  off.  Unit  volume  is 
and  P&G  is  increasing  U.  S.  market 
share  in  most  categories.  "I  feel  good 
about  what's  going  on  in  the  company," 
Artzt  says.  "When  all  the  smoke  clears, 
people  are  going  to  say,  'Pretty  damned 
good  result.'  "  He  may  be  right.  But  in 
»the  meantime,  the  smoke  at  P&G  is  get- 
ting pretty  thick. 

By  Zachary  Schiller  in  Cincinnati 
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READY.  AIM,  MARKET:  COMBAT  TRAINING  AT  P&G  COLLEGE 


Procter  &  Gamble  Co.  has  long 
been  known  as  one  of  the  best 
training  grounds  in  business.  Its 
marketers,  researchers,  engineers,  and 
salespeople  have  trampled  competitors. 
Its  alumni  have  staffed  rivals'  ranks 
by  the  hundreds,  much  to  its  chagrin. 
Given  that  record,  you  might  not  think 
P&G  needs  a  whole  new  corporate  train- 
ing regimen.  But  that's  what  Chairman 
Edwin  L.  Artzt  started  in  December. 

The  program's  official  name  is  P&G 
College,  but  Artzt  calls  it  "combat 
training."  A  roll  call  of  top  manage- 
ment, including  Artzt,  conducts  the 
classes.  Like  almost  everything  else  he 
has  implemented  since  becoming  chair- 
man two  years  ago,  the  program  is 
designed  to  help  slay  the  competition. 

That  makes  P&G  College  sharply  dif- 
ferent from  the  training  it  replaces,  a 
popular  leadership  program  run  by 
management  guru  Stephen  R.  Covey. 
The  Covey  plan  stressed  building  trust 
and  teamwork,  as  well  as  knitting  to- 
gether employees'  private  and  business 
lives.  But  P&G  concluded  that  its  prima- 
ry corporate  training  "ought  to  be 
more  focused  outwardly  on  the  mar- 
ketplace, on  the  consumer,  on  the  cus- 
tomer, on  the  competition,"  says  Senior 
Vice-President  Benjamin  L.  Bethell. 


The  new  training  gives  Artzt  "a 
chance  to  imprint  people  as  they  enter 
the  system,"  says  University  of  Michi- 
gan business  school  Professor  Noel  M. 
Tichy,  an  adviser  to  P&G  College.  New 
hires  will  spend  three  or  four  days  at 
P&G  College  in  their  first  year.  There 
are  also  courses  for  first-time  manag- 
ers and  higher-level  managers.  Alto- 
gether, some  4,000  employees  a  year 


Under  Artzt,  the 
program  has  become 
less  humanistic  and 
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from  every  function  and  location  will 
attend  sessions  on  such  subjects  as 
The  Art  of  Competitive  Defense  and 
Developing  People  Who  Produce. 

No  matter  what  his  or  her  job,  each 
manager  will  get  a  quick  apprentice- 
ship in  the  .discipline  Artzt  sees  as  cru- 
cial to  P&g's  business — advertising.  Re- 
flecting Artzt's  view  that  too  much 
price  discounting  erodes  the  value  of 
P&G  brands,  P&G  College  will  also  teach 


managers  to  think  about  how  such  pro- 
motions can  hurt  a  product's  image. 

Much  of  the  training  examines  past 
successes  and  failures.  In  one  course. 
President  John  E.  Pepper  recounts 
p&G's  flop  in  the  1980s  with  a  scallop- 
shaped  soap  called  Monchel.  Because 
of  its  unusual  shape,  fragrance,  and 
package,  it  won  blind  tests  P&G  con- 
ducted. But  the  product  worked  no  bet- 
ter than  its  intended  rival,  Lever 
Brothers  Co.'s  Dove.  "We  didn't  really 
develop  superior  performance  in  the 
area  that  counted,"  says  Pepper. 
BLUNT  MESSAGE.  Crest  brand  manager 
Christopher  T.  Clark,  who  just  attend- 
ed a  three-day  P&G  College  session, 
calls  the  experience  "tremendously 
positive."  He  got  to  interact  with  some 
of  the  company's  top  executives,  and 
he  came  away  from  the  meetings  with 
the  message  Artzt  wants:  "There's  a 
focus  on  needing  to  win  in  the  market- 
place and  the  components  that  really 
drive  that,"  he  says. 

Pepper,  long  a  fan  of  the  Covey 
training,  says  P&G  will  find  other  ways 
to  relay  that  program's  softer-edged 
messages  to  employees.  But  that  can 
wait.  In  the  meantime,  Artzt  is  ready- 
ing the  troops  for  war. 

By  Zachary  Schiller  in  Cincinnati 
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Hew  to  keep  55%  d  ym  net  worth 
from  going  to  strangers. 


m 


Estate  planning  with 
Merrill  Lynch  can  help. 

it  may  surprise  you  to  iearn  tliat 
uniess  you  pian  your  estate  care- 
fuiiy  as  mucli  as  55%  of  your 
assets  can  go  to  taxes,  prolDate 
costs,  legai  fees  and  otlier 
expenses. 

Tiiat's  wtiy  it's  important  to 
\.a\k  to  your  Merrill  Lynch  Finan- 
cial Consultant  at  once  if  you 
don't  have  an  estate  plan  in  place. 

We  can  analyze  your  needs, 
advise  you  on  managing  your 
investments  and  explain  the  v^dde 

5 


variety  of  trust  services  and  insur- 
ance products  available  today 
including  survivorship  insurance. 
And  if  you're  a  business  ovmer, 
we  can  provide  you  with  experts 
to  help  you  determine  your  com- 
pany's value  and  help  you  estab- 
lish and  implement  your  business 
succession  goals. 

For  a  free  booklet  on  estate 
planning  strategies,  see  your 
Financial  Consultant,  call  our  toll- 
free  number  or  mail  the  coupon. 

Isn't  it  time  you  made  sure 
your  assets  go  to  the  people  you 
really  care  about? 


mm 


CaU  1-800-637-7455,  exL  9183 

Return  to  Memll  Lynch  Response  Center, 
PO.  Box  302a).  New  Brunswick.  NJ  0898afl200 


Please  send  me  your  free  brochure  on  estate 
preservation  strategies. 
□  I  am  a  business  owner 

Name  


Address- 
City  


Honne  Phone_ 


_  State- 

) 


_Zip- 
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Business  Phone_!^  !  

Merrill  Lynch  clients,  please  give  the  name  and 
location  of  your  FinaiKial  Consultant 


Merrill  Lynch 

A  tradition  of  trust. 


conomics 


HOUSING  I 


WHAT'S  HAUNTING 
THE  HOUSING  INDUSTRY 


There  may  not  be  enough  buyers — low  mortgage  rates  or  no 


Cliai'les  Rutenberg  can  hardly  wait 
lor  the  end  of  the  Super  Bowl.  The 
Florida-based  homebuilder  laments 
that  "the  football  playoffs  and  Super 
Bowl  are  death  to  home  selling,"  since 
many  would-be  buyers  spend  weekends 
in  front  of  their  television  sets  instead  of 
searching  for  a  new  home. 

Competition  from  football,  however,  is 
the  least  of  the  probleins  facing  home- 
builders.  True,  housing 
is  in  an  upswing,  but 
the  recovery  is  so  mut- 
ed that  some  developers 
haven't  noticed.  The 
lowest  mortgage  rates 
in  18  years  have  lifted 
refinancings  to  new 
highs,  yet  they  are 
spurring  little  demand 
for  new  housing. 

Homebuilding  began 
to  climb  out  of  the  cel- 
lar about  a  year  ago. 
But  even  so,  1991  was 
the  worst  year  for  hous- 
ing in  the  postwar  era. 
With  an  annual  rate  of 
1.1.  million  homes  start- 
ed in  December,  new 
construction  for  1991 
stood  at  about  1  million, 
down  IT/'  from  199(1. 
Starts  aren't  expected 
to  rise  much  over  1.1 
million  this  year  and  to 
only  1.2  million  in  199:1 
(chart).  Builders  were 
much  busier  after  the 
last  two  severe  reces- 
sions, in  1978-75  and 
1981-82.  Both  times, 
housing  starts  soared  at 
an  annual  rate  of  30'a  in 
the  first  two  years  of  recovery. 

What's  gumming  up  housing's  pros- 
pects? Fewer  new  households  are  being 
formed,  credit  remains  tight,  and  devel- 
oped land  is  in  short  supply.  Add  to  that 
the  glut  of  apartment  buildings,  plus 
consumer  worries  about  incomes  and 
jobs,  and  it  isn't  hard  to  see  why  the 
new-housing  market  is  soft. 

"Demographics  make  a  powerful  ar- 
gument against  a  housing  recovery," 


says  David  H.  Resler,  chief  economist  of 
Nomura  Securities  International  Inc.  He 
points  out  that  the  U.  S.  adult  population 
isn't  growing  as  fast  as  in  the  previous 
two  decades.  In  the  1970s,  the  first  wave 
of  baby  boomers  became  adults,  raising 
the  number  of  new  household  forma- 
tions to  1.7  million  a  year.  And  in  the 
1980s,  household  formation  averaged  a 
solid  1.3  million  a  year.  But  only  about 


DESPITE  A  SHARP  DECUNE 
IN  IMORTGAGE  RATES... 


AVERAGE  MORTGAGE 
RATE  ON  NEW  HOMES' 


..THE  REBOUND  IN  HOUSING 
WILL  BE  UCKUISTER  i 


HOUSING, 
STARTS 


1.1  million  new  households  will  be  creat- 
ed this  year,  a  middling  growth  rate  that 
will  continue  for  most  of  the  1990s. 

And  these  members  of  the  so-called 
baby-bust  generation  face  a  housing 
market  that  is  out  of  reach  for  many. 
The  National  Association  of  Realtors'  in- 
dex of  housing  affordability  stands  at  its 
highest  level  since  1974.  But  the  NAR 
uses  the  national  median  family  income 
of  $36,500.  For  those  in  their  "late  20s, 


who  make  up  the  bulk  of  first-time  home 
buyers,  earnings  are  only  $27,394. 

At  the  same  time,  the  Federal  Hous- 
ing Administration — a  source  of  mort- 
gages for  lower-income  families — has 
tightened  its  lending  standards,  so  buy- 
ers need  more  cash  up  front.  The  1990 
move  was  in  response  to  losses  in  the 
FHA  insurance  fund.  Falling  prices 
meant  that  some  borrowers  owed  more 
on  their  home  than  the  home  was  worth. 
So,  many  people  defaulted  on  their  mort- 
gages. Under  the  new  FHA  rules,  buyers 
must  pay  43%  of  their  closing  costs, 
which  on  average  means  an  extra  $800. 
Previously,  they  could  fold  those  costs 
into  the  mortgage.  Also,  if  the  buyer  has 
a  small  downpayment,  the  FHA  charges  a 
higher  mortgage-insurance  premium 
than  in  past  years. 

For  buyers  who  go  the  private-financ- 
ing route,  the  upfront  costs  are  even 
more  daunting.  Using 
the  rule  of  thumb  that 
closing  costs  and  points 
equal  6%  of  a  mort- 
gage, first-time  home 
buyers  who  want  to  put 
a  20%  downpayment  on 
a  new  home  with  the 
median  price  of  $117,400 
need  $30,000  in  cash 
even  before  selecting 
their  furniture  and  col- 
or scheme. 

CASH  POOR.  The  cur- 
rent low  mortgage 
rates  also  won't  sway 
consumers  who  are 
worried  about  layoffs. 
"With  uncertainties  on 
the  job  front,  people  are 
not  willing  to  take  the 
risk  of  buying  a  home, 
even  if  [a  lower  rate] 
means  saving  a  few 
hundred  dollars  a 
month,"  says  David  F. 
Seiders,  chief  economist 
of  the  National  Associa- 
tion of  Home  Builders. 

Builders  have  their 
own  money  woes.  The 
credit  crunch — the  diffi- 
culty in  getting  bank 
loans — affected  small 
companies  more  than  large  corporations. 
And  since  homebuilders  are  mostly 
small  companies,  they  have  felt  the  im- 
pact more  than  most  industries.  "Cer- 
tainly, there  has  been  a  tightening  of 
credit  standards,"  notes  the  NAHB's 
Seiders,  "and  I  think  it  will  stick."  Lend- 
ing is  tightest  in  New  England,  Florida, 
and  California,  Seiders  says. 

Developer  Rutenberg  knows  the  credit 
crunch  firsthand.  "We  cannot  get  good  ! 
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New  technology  can  seem  a  little  intimidating. 


Investments  in  information 
technology  have  reached  40% 
of  U.S.  capital  spending.  Yet 
national  productivity  has  not 
improved  since  1973. 

So  anxiety  over  new  spend- 
ing is  justifiable,  even  healthy 
The  evidence  is  that  hardware 

©  1991  Andersen  Consulting.  All  rights  reserved. 


alone  doesn't  pay  off.  Which  is 
why  Andersen  Consulting  offers 
something  even  more  powerful. 

A  way  for  your  organization  to 
seamlessly  link  technology  to 
your  strategies,  operations  and 
human  resources. 

This  is  a  balanced,  realistic 


approach  that  puts  fear  where  it 
belongs.  In  your  competition. 

Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S  C. 

Where  we  go  from  here." 


overnment 


loans,"  complains  the  builder.  He  says 
his  company  must  build  "out  of  pocket," 
selling  a  few  homes  and  then  using  that 
cash  to  build  more  houses.  He  does  ad- 
mit that  this  abridged  homebuilding  has 
a  silver  lining.  "We're  selling  fewer 
homes,  but  we  get  a  better  return  be- 
cause we  can  pocket  the  financing  costs 
[that  the  bank  would  have  collected]." 

But  for  others,  the  lending  vise  has 
squeezed  them  out  of  the  business.  The 
NAHB  reports  that  its  membership  has 
slipped  by  about  47f'  in  the  past  year. 
And  economists  and  others  in  the  hous- 
ing industry  expect  more  builders  to 
pack  up  their  tools.  Despite  the  falloff  in 
housing  activity  over  the  past  decade, 
the  number  of  those  employed  in  resi- 
dential construction — about  500,000 
workers — has  hardly  dropped  at  all.  By 
one  estimate,  one-third  of  homebuilders 
could  call  it  quits  without  hampering 
construction  in  coming  years. 

In  addition  to  scarce  credit,  builders 
also  face  a  paucity  of  land.  Because  of 
last  year's  credit  crunch,  land  develop- 
ers— companies  that  put  roads  and  sew- 
age and  water  systems  on  undeveloped 
land — also  had  problems  getting  money. 
As  a  result,  the  n.-^hb  says  there  is  a 
shortage  of  finished  lots. 
MULTIVACANCY.  There  is  no  shortage  of 
apartment  buildings,  however,  and  that 
also  clouds  the  outlook  for  builders. 
"Multifamily  construction  has  been 
slaughtered  by  overbuilding,"  says  Rog- 
er Brinner  of  DRl/McGraw-Hill.  Tax 
breaks  and  easy  financing  in  the  1980s 
boosted  apartment  construction,  Brinner 
says.  And  now,  some  of  those  projects 
stand  empty.  In  the  third  quarter  of 
1991,  the  vacancy  rate  of  rental  units — 
mostly  apartments  and  condominiums — 
was  7.6%,  up  from  7.2%  a  year  earlier. 
The  biggest  overhang  is  in  the  South, 
where  the  vacancy  rate  is  8.8%-. 

Certainly,  the  mid-January  pop  in 
long-term  rates  offers  no  solace  to  the 
construction  sector.  The  average  rate  on 
a  30-year  fixed  mortgage  jumped  by 
0.27'  in  one  week,  to  8.53%,  according  to 
HSH  Associates.  Although  economists  ex- 
pect rates  to  resume  falling,  the  volatili- 
ty adds  to  uncertainty  in  the  industry. 

The  Washington  proposal  of  a  $5,000 
tax  credit  for  first-time  home  buyers  will 
help  in  the  long  run,  but  such  a  tax 
break  could  backfire  in  the  first  half  of 
this  year.  "If  you  tell  people  that  it  may 
happen,  you  may  discourage  activity  in 
the  short  run,"  warns  Neil  M.  Soss,  chief 
economist  at  First  Boston  Corp.,  because 
consumers  would  wait  to  take  the  credit. 

That's  sorry  news  for  builders  facing 
an  uncertain  winter.  And  if  the  economy 
doesn't  pick  up  in  the  spring  as  expect- 
ed, even  this  modest  housing  recovery 
could  soon  fizzle  out. 

By  Kathleen  Madigan  in  New  York,  with 
Christina  Del  Valle  in  Washington 


THE  WHITE  HOUSE  I 


SAM  SKINNER:  TIME  ISN'T 
ON  HIS  SIDE 


He  must  somehow  get  Bush's  staff  into  fighting  trim — and  fast 


Top  executives  of  the  American 
Medical  Assn.  didn't  know  what  to 
expect  last  month  when  they  met 
with  new  White  House  Chief  of  Staff 
Samuel  K.  Skinner.  The  last  time  they 
had  visited  the  White  House,  his  prede- 
cessor, John  H.  Sununu,  pounded  his 
desk  and  screamed  at  them.  By  embrac- 
ing health  care  reform,  Sununu  fumed, 
the  doctors  were  undercutting  the  Presi- 
dent's desire  to  slow  the  election-year 
rush  for  federal  action. 

Now,  Skinner,  well  versed  in  the  poli- 
tics of  health  care,  was  calmly  outlining 
an  Administration  plan  that  was  music 
to  the  ama's  ears.  It  prescribed  new  in- 
centives for  people  to  enroll  in  group 
health  plans,  tax  credits  for  the  unin- 
sured to  buy  coverage,  and  restrictions 
on  medical  malpractice  suits.  The  pack- 
age would  be  unveiled  as  part  of  the 
President's  1992  domestic  agenda.  But 
first.  Skinner  said,  he  wanted  to  know 
what  they  thought.  The  doctors  were 
stunned.  "It  all  sounded  pretty  good," 
says  Dr.  James  S.  Todd,  executive  vice- 
president  of  the  A.MA.  "We  had  a  very 
relaxed  exchange  of  views." 

This  turnabout  is  just  a  small  example 
of  the  changes  in  style  under  way  at 
1600  Pennsylvania  Ave.  since  Skinner 
took  charge  on  Dec.  16  (table).  Where 
engineer  Sununu  terrorized  subordinates 
with  his  intellect,  Skinner — a  lawyer  and 
onetime  IBM  salesman — fills  staff  meet- 
ings with  motivational  pep  talks  and 
calls  for  teamwork.  Where  Sununu  was 
a  conservative  ideologue,  Skinner 
searches  for  pragmatic  solutions  to 
problems.  And  where  Sununu  favored  a 
just-the-facts  analysis  of  proposals.  Skin- 
ner is  a  schmoozer,  often  using  a  joke  or 
an  old  story  to  make  his  point.  Says  one 
incredulous  senior  White  House  aide: 
"He's  a  real  rah-rah  kind  of  guy." 
THE  RIGHT  STUFF?  The  changes  are  com- 
ing none  too  soon.  The  economy  remains 
mired  in  a  slump,  and  the  President's 
approval  rating  has  sunk  below  50%. 
Bush's  recent  trip  to  Japan  was  a  fiasco. 
And  in  New  Hampshire,  Patrick  J.  Bu- 
chanan has  a  good  chance  to  embarrass 
Bush  in  the  Feb.  18  primary.  Some  of 
the  blame  must  go  to  Sununu:  He  be- 
lieved that  the  President  could  be  re- 


elected without  promoting  a  bold  domes- 
tic agenda.  And  he  barred  the  discussion 
of  some  issues,  such  as  health  care. 

Skinner  is  no  fountain  of  ideas.  Rath- 
er, friends  say,  he's  a  "gut-level  opera- 
tor." Scratch  the  53-year-old  former 
Transportation  Secretary  hard  enough 
and  you'll  find  a  manager  who  bears  the 
mark  of  his  seven  years  at  IBM  during 
the  1960s,  where  he  once  was  "Outstand- 


NEW  AT 
THE  WHITE  HOUSE 

SKINNER'S  RUUS 


BE  mCLVSIVE 


Solicit  views  from  many  sources.  'I 
produces  a  better  product' 


PROCESS  THE  INfORMATIO 


Bounce  those  ideos  around.  Skinn^ 
favorite  sounding  board:  his  87-yej 
old  mother,  v/ho  v/atches  CNN  an 
reads  four  newspapers  a  day 


PUSH  POR  TEAMWORK 


Pettiness,  bickering,  personal  ag-  ' 
grandizement  are  unacceptable  crt 
duct.  'If  you  do  it  here,  you  will  be 
shunned.'  Skinner's  model:  Lou  Hcf; 
Notre  Dame's  football  coach 


REMEMBER  THE  COAt 


Make  sure  everyone  is  'pulling  to-t 
gether  for  the  principal's  benefit' 


ing  Salesman  of  the  Year."  Skinner's 
motto:  Figure  out  what  the  boss  wants, 
and  act  accordingly.  "Everyone  here  has 
to  put  personal  desires  aside  to  give  the 
President  the  best  product,"  Skinner  told  ,^ 
BUSINESS  WEEK.  R.  Eden  Martin,  chair-'"* 
man  of  the  management  committee  at 
Sidley  &  Austin,  the  Chicago  law  firm 
where  Skinner  was  a  partner,  says  the 
Chief  of  Staff  "has  a  way  of  making 
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GOVERNMEh 


people  feel  they  are  part  of  a  collective 
enterprise.  Sometimes  he  gives  credit  to 
people  maybe  more  so  than  he  should." 

But  even  if  Skinner  is  everything  Su- 
nunu  isn't,  is  he  enough?  Can  a  nice  guy 
make  it  in  a  place  like  the  White  House? 
The  center  of  government  is  no  Trans- 
portation Dept. — it's  much  tougher  than 
Skinner  imagined.  Aides  jealously  guard 
their  position  and  turf.  And  Skinner  has 
already  locked  horns  with  the  remaining 
powers,  chiefly  Budget  Director  Richard 
G.  Darman.  Skinner  has  had  to  apologize 
for  a  few  missteps,  such  as  suggesting 
that  a  six-day  workweek  wasn't  enough. 

Yet  these  are  early  days.  And  Skinner 
is  only  now  being  tested,  as  President 
Bush  readies  the  Jan.  28  State  of  the 
Union  speech  that  will  set  the  tone  for 
his  reelection  effort  (page  20).  Although 
Skinner  is  not  officially  part  of  the  re- 
election team,  he  controls  the  Presi- 
dent's schedule  and  has  a  key  role  in 
formulating  political  strategy.  Here,  his 
16-year  friendship  with  Bush  campaign 


But  Skinner  faces  a  huge  managerial 
challenge  at  the  White  House.  Sununu, 
along  with  Darman,  ran  the  place  with 
disdain  for  most  other  members  of  the 
Administration.  Policy  councils  set  up  to 
give  Cabinet  Secretaries  a  forum  to  air 
ideas  fell  into  disuse.  Many  units,  such 
as  the  Political  Affairs  Office,  are  still  in 
the  hands  of  stalwart  Sununuites.  And 
despite  the  recruitment  of  new  talent, 
the  speechwriting  staff  continues  to 
churn  out  forgettable  mush. 

Perhaps  the  worst  problem  is  the  or- 
ganizational pyramid  Sununu  created. 
The  former  staff  chief  concentrated 
power  in  very  few  hands  and  relied  on 
relatively  inexperienced  aides  in  many 
critical  jobs.  Critics  derided  the  system 
as  "one  executive  and  a  thousand  in- 
terns." Says  one  seasoned  GOP  pol:  "Su- 
nunu treated  the  White  House  staff  like 
children — and  he  pitted  them  against 
each  other.  Now  that  he's  gone,  they  are 
paranoid  about  losing  their  jobs.  Skin- 
ner's in  for  a  hard  time." 


strategist  Robert  M.  Teeter  will  help. 
Sununu  and  Teeter  were  fierce  rivals. 

Skinner  also  may  make  a  difference 
on  Capitol  Hill  in  the  upcoming  battles 
on  tax  and  spending  priorities.  He  is 
close  to  such  Democrats  as  House  Ways 
&  Means  Committee  Chairman  Dan  Ros- 
tenkowski  (111.)  and  House  Energy  & 
Commerce  Committee  Chairman  John  D. 
Dingell  (Mich.). 


Can  Skinner  patch  things  up?  He  is 
about  to  remake  the  hobbled  domestic- 
policy  operations  and  mesh  them  with 
the  President's  reelection  effort.  His 
blueprint  is  based  on  a  two-month  study 
of  White  House  management  by  Eugene 
R.  Croisant,  executive  vice-president  of 
human  resources  at  RJR  Nabisco  Inc. 
Croisant,  who  is  an  old  friend  of  Skin- 
ner's from  the  '60s,  played  a  similar  role 


when  Skinner  became  Transportation 
Secretary  in  1989.  There,  Croisant  acted 
as  chief  operating  officer,  matching  peo- 
ple with  jobs  and  enabling  Skinner  to 
develop  a  national  transportation  policy 
quickly. 

Croisant  does  not  have  such  latitude 
at  the  White  House,  however,  where  the 
President  makes  the  decisions.  Still, 
Croisant's  study  targets  two  key  areas: 
communications  and  domestic  policy- 
making. It  will  call  for  consolidating  the 
speechwriting,  public  liaison,  and  media 
shops  into  one  operation.  The  goal:  bet- 
ter coordination  with  agencies  in  promot- 
ing Bush's  policies  and  more  effective 
use  of  Cabinet  heads  as  campaigners. 

In  a  more  substantive  vein,  Skinner 
will  create  a  staff  position  to  coordinate 
domestic  policy.  The  intention:  to  revital- 
ize the  Cabinet-level  domestic  and  eco- 
nomic policy  councils,  weakening  Budget 
Director  Darman's  grip.  Among  the  ru- 
mored candidates  for  the  job  is  Robert 
Zoellick,  one  of  Secretary  of  State  James 
A.  Baker  Ill's  most  trusted  aides. 
HAMSTRUNG.  Yet  shuffling  the  organiza- 
tional chart  can  only  go  so  far.  Friends 
worry  that  Skinner  won't  be  able  to  put 
his  own  people  in  key  posts  because  po- 
litical advisers  don't  want  a  major  staff 
shakeup  with  the  reelection  effort  under 
way.  "At  DOT,  Skinner  built  his  own 
team.  Here,  he  inherits  a  staff  at  a  very 
critical  time,"  says  Croisant.  "He  can't 
afford  wholesale  change." 

And  while  GOP  pros  regard  Skinner's 
style  as  a  welcome  breath  of  air,  his 
openness  could  hurt  him.  Bush  media 
adviser  Sigmund  Rogich  pays  Skinner  a 
double-edged  compliment:  "He  is  a  man 
you  can  say  'no'  to."  Another  senior  Ad- 
ministration official  is  more  blunt:  "Su- 
nunu had  a  leadership  quality  that  Sam 
Skinner  lacks — a  strong  intellect  and  a 
strong  philosophical  approach  to  govern- 
ing. That  compelled  loyalty.  Sam  is  get- 
ting neither  admiration  nor  loyalty." 

With  Darman  bitterly  resentful  of  his 
loss  of  power,  a  recalcitrant  team  wary 
of  change  at  the  White  House,  and  a 
President  who  remains  reluctant  to  go 
beyond  a  modest  domestic  agenda.  Skin- 
ner has  his  work  cut  out  for  him.  "I 
haven't  worked  this  hard  since  I  tried 
Otto  Kerner,"  he  sighed  recently,  plop- 
ping into  a  chair  in  his  office.  As  a  U.  S. 
Attorney  in  Chicago,  Skinner  made  his 
name  with  the  1973  conviction  of 
Kerner,  a  federal  judge  and  former  gov- 
ernor of  Illinois,  on  corruption  charges. 
The  trial  earned  him  the  nickname  "Sam 
the  Hammer,"  and  a  souvenir  silver 
hammer  hangs  in  his  White  House  office 
today.  Good  thing.  Skinner  may  soon 
find  that  he  needs  it.  At  a  time  like  this, 
he  knows  that  the  last  thing  Bush  can 
afford  is  a  fumbling  White  Hou.se. 

By  Douglas  Harbrecht,  with  Seth  Payne, 
in  Washington 
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ENTREPRENEURS  ■■ 


RUNNING  A  BUSINESS 
IN  THE  SHADOW  OF  AIDS 

Marketer  Sean  Strub,  HIV  positive,  makes  huge  changes  in  his  life  and  career — but  keeps  working 


Last  year,  for  the  first  time  in  more 
than  a  decade,  Sean  O'Brien  Strub 
had  to  borrow  money  from  his  fam- 
ily to  make  ends  meet.  Strub's  New 
York  direct-marketing  firm  had  run  into 
a  cash-flow  problem,  and  his  suppliers 
were  suddenly  denying  him  credit.  Their 
explanation  was  the  crummy  economy, 
which  Strub  concedes  may  have  been  a 
factor.  "But  in  a  couple  of  cases,  the 
issue  clearly  was  my  health,"  he  says. 
Strub  has  HIV,  the  AIDS  virus. 

This  is  the  story  of  how  one  business- 
man has  come  to  grips  with  HIV.  It's  the 
story  of  how  the  virus  has  changed  his 
outlook  on  business,  and  how  the  specter 
of  .'MD.s  affects  his  enterprise  in  ways 
that  he  can't  control. 
TERRIFYING  TRUTH.  Strub,  33,  is  One  of 
an  estimated  1  million  Americans  infect- 
ed with  HIV.  Of  that  number,  there's  no 
telling  how  many  are  corporate  leaders 
or  entrepreneurs.  Strub  would  have  pre- 
ferred to  keep  his  condition  a  secret,  too. 
But  in  the  tightly  knit  direct-marketing 
community,  where  Strub  has  done  work 
for  everyone  from  the  Boy  Scouts  to  the 
most  militant  AIDS  activists,  word  has  a 
way  of  getting  around. 

Strub  was  certain  he  had  HIV  the  first 
time  he  read  about  the  virus  back  in 
1981.  The  appearance  of  symptoms,  such 
as  shingles  and  other  rashes,  confirmed 
his  fears  a  few  years  later.  Since  then  he 
has  sorted  out — sometimes  in  painful 
and  costly  ways — which  channels  for  his 
energy  and  initiative  will  reward  him 
best.  "I've  been  in  a  hurry  ever  since  I 
left  the  womb,"  he  says.  "This  has 
forced  me  to  prioritize  my  life  and  ca- 
reer goals  and  focus  on  what  kind  of 
business  I  want  to  be  in."  Two  years 
ago,  that  included  a  run  for  the  U.  S. 
House  of  Representatives  from  subur- 
ban Rockland  County,  N.  Y.  Strub  got 
45'/"  of  the  Democratic  primary  vote  to 
his  opponent's  557f ,  and  though  he  never 
mentioned  having  HIV,  he  says  he  would 
have  if  asked. 

Today,  he  works  out  of  a  tidy  Manhat- 
tan office  whose  walls  carry  "Safe  Sex" 
signs  and  a  clock  with  the  warning: 
"One  AIDS  death  every  20  minutes."  Not 


S' 


that  he  needs  reminding.  He's  in  basical- 
ly good  health  at  the  moment,  but  Strub 
has  twice  had  shingles,  a  few  other  skin 
ailments,  and  a  couple  of  cases  of  en- 
cephalitis. "I've  had  a  few  good  scares," 
he  says  matter-of-factly.  At  the  moment 
he  is  taking  AZT,  a  drug  supposed  to 
block  the  virus  from  multiplying.  Then 
there  are  vitamin  supplements,  the  anti- 
viral drug  Zovirax,  and  antibiotics  for  a 
strep  infection  in  his  heart. 
His  regimen  also  includes  less 
orthodox  treatments  such  as 
massage  therapy  and  visual- 
ization. "With  visualization, 
you  see  the  HIV  virus  as  this 
evil  character,"  he  explains. 
"You  visualize  T4  cells  as 
knights  in  shining  armor,  and 
they  go  beat  'em  up." 

Hard  as  it  is  to  confront 
your  own  mortality,  the  most 
difficult  part  of  the  disease 
has  been  its  effect  on  the  peo- 
ple around  him.  "Some  very 
close  friends  got  so  freaked 
out  they've  withdrawn  from 
my  friendship,"  he  says.  "I 
get  occasional  check-in  calls 
from  them,  but  basically  I've 
lost  them  as  friends."  Busi- 
ness relationships  take  on  an 
uneasy  air  as  well.  "If  I 
cough  on  the  phone  or  miss 
work  with  a  cold,  I  know 
they're  thinking  I  could  go 
any  minute." 

While  his  doctor  concedes 
that's  a  possibility,  Strub  is 
determined  to  live  long 
enough  for  someone  to  find 
a  cure.  Smart  "lifestyle" 
choices — such  as  eating  care- 
fully and  not  dwelling  on  the 
disease — go  a  long  way  to- 
ward keeping  him  healthy.  So 
does  his  job.  "It's  exquisitely 
important  to  maintain  a  nor- 
mal, busy  life,"  says  his  doc- 
tor. Josh  Torgovnick.  "The 
single  most  important  thing 
to  avoid  is  unnecessary  wor- 
rying about  the  virus." 


A  busy  life  is  nothing  new  for  Strub. 
Growing  up  in  Iowa  City,  the  son  of  a 
propane  marketer,  he  was  the  industri- 
ous boy  who  had  two  paper  routes,  shov- 
eled walks  for  money,  and  arranged 
sprawling  garage  sales  that  would  at- 
tract hundreds  of  buyers.  He  was  also, 
as  he  remembers  it,  "different  from  the 
other  kids — never  totally  in  sync."  In  his 
early  teens,  he  recognized  that  he  was 


trub  now 
spends  90% 
of  his  time  on 
gay  and  AIDS- 
related  issues: 
'There's  more 
than  a  little 
self-interest 
involved.  These 
groups  may 
affect  how 
much  longer  I 
survive' 
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gay.  Years  later,  he  publicly  acknowl- 
edged his  homosexuality  while  at 
Georgetown  University. 

Strub's  career  as  a  direct  marketer 
took  off  before  he  could  finish  school. 
Pitching  in  on  state  and  local  political 
campaigns,  he  found  that  when  he  wrote 
letters  asking  for  money,  people  actually 
sent  it  in.  Between  campaigns  he  sold 
his  expertise  to  companies  and  nonprof- 
its, and  his  firm,  now  called  Strub  Media 
Group  Inc.,  was  born. 

When  Strub  started  out,  gay  and  AIDS- 
related  fund-raising  represented  less 
than  10%  of  his  work.  These  days,  it's 
more  like  90%.  "There's  more  than  a  lit- 
tle self-interest  involved,"  he  admits. 
"These  groups  may  affect  how  much 
longer  I  survive."  A  hallmark  of  the 
firm  has  always  been  its  inventiveness. 
Working  on  Ann  Richards'  1990  cam- 
paign for  governor  of  Texas,  Strub  sent 
out  38,000  letters  urging  Democrats  to 
join  an  "automatic  giving  program," 
where  every  month  her  campaign  would 
charge  a  donation  to  their  credit  card. 
The  unusual  program  generated  close  to 


$20,000  a  month  for  the  campaign.  "Sean 
does  breakthrough  stuff,"  says  direct- 
mail  consultant  Denison  Hatch.  "A  lot  of 
fund-raisers  outside  the  gay  community 
could  learn  a  lot  from  this  guy." 

At  its  peak,  Strub's  business  had  1.5 
employees  and  revenues  of  around  $4.5 
million.  But  the  '80s  were  a  period  of  no 
small  pain.  Hundreds  of  friends,  includ- 
ing several  employees  and  three  live-in 
lovers,  succumbed  to  AIDS.  Strub's  last 
live-in  companion  became  ill  during 
Thanksgiving  dinner  with  Strub  and 
friends  in  1988.  He  went  to  the  hospital 
the  next  day  and  within  10  days  he  was 
dead  from  AIDS.  Not  long  after,  Strub 
tried  to  sell  his  company  to  an  employee. 
But  they  argued  over  the  price,  and  she 
left  to  start  her  own  firm.  To  his  dismay, 
most  of  his  clients  went  with  her,  and 
Strub's  firm  folded. 

Starting  over  gave  Strub  a  chance  to 
reevaluate  his  entire  approach  to  busi- 
ness. His  thinking  centered  on  the  sad 
fact  that  he  could  die  at  any  moment — 
and  that  he  would  like  to  leave  behind  a 
valuable  estate  for  his  five  siblings.  In 


order  to  make  the  firm  less  dependent 
on  his  personal  involvement  as  a  consul- 
tant, he's  concentrating  on  businesses 
that  could  survive  without  him,  includ- 
ing a  small  publishing  enterprise,  a  mail- 
order drug  outfit,  and  a  business  that 
collects  and  sells  mailing  lists. 
HOMOPHOBIA.  At  the  same  time,  Strub 
is  trying  to  take  it  easy  on  himself. 
While  he's  never  short  on  creative  ideas, 
he  is  the  first  to  admit  he's  not  much  of 
a  manager  or  a  detail  person.  With  that 
in  mind,  he's  no  longer  putting  himself 
in  a  position  where  he  has  to  manage  so 
much:  Strub  Media  Group  has  just  three 
employees  and  sales  of  around  $1  mil- 
lion. Aware  that  stress  is  bad  for  his 
health,  Strub  also  is  trying  to  get  a  han- 
dle on  his  furious  temper.  "He  has  mel- 
lowed tremendously,  and  I'm  glad  about 
that,  because  he  was  on  a  short  fuse," 
recalls  list  broker  Andrew  Harwin. 

Strub  has  had  much  to  be  enraged 
about  over  the  years.  In  addition  to  wor- 
rying about  finances  and  other  entrepre- 
neurial concerns,  he  has  also  confronted 
homophobia  and  irrational  fears  about 
AIDS.  Back  in  1984,  when  he  was  work- 
ing on  the  first  direct-mail  campaign  for 
New  York-based  Gay  Men's  Health  Cri- 
sis Inc.,  a  New  Jersey  letter  shop  he 
hired  to  handle  the  job  took  one  look  at 
the  mailing  and  refused.  "The  manager 
called  me  and  said,  'We  wouldn't  do  por- 
nography, either,'  "  Strub  recalls.  "Then 
he  said,  'The  Dominican  ladies  who  stuff 
our  letters  are  worried  about  getting 
AIDS.'  I  don't  think  he  ever  asked  them." 
The  letter  shop  is  now  out  of  business, 
and  efforts  to  reach  the  owner  failed. 

Other  problems  are  more  understand- 
able, though  no  less  troubling  to  Strub. 
He  knows  getting  a  bank  loan  for  his 
firm  is  all  but  out  of  the  question — un- 
less he  wants  to  deny  having  HlV. 
Health  insurance,  too,  is  a  major  head- 
ache. Like  many  business  owners,  he's 
unhappy  with  the  sharply  escalating 
rates  he's  paying.  But  now  that  he  and 
other  employees  have  started  filing  Hiv- 
related  claims,  "I  don't  know  that  he 
could  get  insurance  anywhere  else," 
says  his  insurance  agent. 

Faced  with  such  constant  reminders 
of  his  condition,  sometimes  it's  hard  to 
look  past  today  and  imagine  himself  liv- 
ing tomorrow.  But  he's  getting  the  hang 
of  it.  Says  Strub:  "You  can  only  live 
assuming  you're  going  to  die  tomorrow 
for  so  long."  He's  co-authoring  a  book 
on  Corporate  America's  handling  of  gay 
and  lesbian  rights.  He  is  trying  to  pro- 
duce an  off-Broadway  play  about  an 
AIDS  activist.  And  he  recently  joined  the 
planning  committee  for  Unity  '94,  a  sort 
of  gay  Olympics  coming  up  in  two  years. 
"You  know,  that's  pretty  good,"  he  says 
with  a  laugh.  "I  can  conceive  of  being 
alive  in  1994." 

By  Peter  Finch  in  New  York 
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GRABBING  FOR  THE  OLD  MAGIC 
AT  YOUNG  &  RUBICAM 


It's  determined  to  regain  its  '80s  flair — and  hold  on  to  key  clients 


A 


Alex  Kroll  about  baby  oil  and 
le  turns  almost  mournful.  The 
chairman  of  Young  &  Rubicam 
winced  last  August  when  John.son  & 
Johnson  yanked  the  ad  accounts  for  its 
baby  oil  and  powder  from  his  shop  in 
favor  of  Lintas,  a  rival  agency.  At  $15 
million  in  billings,  the  loss  was  modest. 
But  the  accounts  were  a  memento  of 
.l&.]'s  six-decade  relationship  with  Young 
&  Rubicam  Inc.:  "Baby  oil  runs  in  the 
veins  of  our  people,"  says  Kroll. 

It  has  been  that  kind  of  year  for  the 
country's  largest  advertising  agency. 
Y&Ft  hasn't  suffered  the  financial  melt- 
down of  Britain's  Saatchi  &  Saatchi  and 
WPP  Group.  But  the  recession  has 
brought  a  steady  stream  of  bad  tidings. 
Such  big  clients  as  American  Telephone 
&  Telegraph  Co.  have  slashed  their  ad 
budgets  while  others,  such  as 
.]&.]  and  R.  J.  Reynolds  Tobac- 
co, have  shifted  some  busi- 
ness to  other  agencies  (table). 

The  result  is  a  perception 
on  Madison  Avenue  that  Y&R 
has  lost  its  touch.  The  agen- 
cy's malaise  stumps  many 
who  still  remember  Y&R's  for- 
midable reputation  in  the 
198()s,  both  for  the  creative 
panache  of  such  campaigns  as 
its  ads  featuring  the  ubiqui- 
tous Merrill  Lynch  bull  and 
for  its  envial)le  record  of  land- 
ing juicy  accounts.  The  agen- 
cy hasn't  won  a  significant 
new  account  in  the  U.  S.  since 
it  bagged  the  $40  million  Xe- 
rox business  back  in  July, 
19i)0.  And  despite  a  new  cre- 
ative director  in  its  flagship 
New  York  office,  its  ads  are 
regarded  as  stodgy. 
SHAKEUP.  Kroll  points  out 
that  smaller  and  overseas  ac- 
count wins  brought  Y&R  $650 
million  worth  of  new  billings 
last  year.  But  that  8.5%  gain 
was  wiped  out  by  lost  ac- 
counts and  reduced  spending 
by  existing  clients.  Y&R's 
global  billings  and  revenues 
in  1991  were  flat  at  $7.5  bil- 
lion and  $1  billion,  respective- 


ly. The  agency  won't  disclose  profits. 
But  Kroll  says:  "I'm  not  pleased.  How 
could  you  be?" 

Now,  Kroll  is  determined  to  jolt  Y&R 
out  of  its  lethargy.  He  is  pursuing  a 
two-pronged  campaign  to  upgrade  cus- 
tomer service  and  restore  creative  lus- 
ter. The  first  task  is  by  far  the  easier: 
On  Jan.  14,  he  unveiled  a  shakeup  that 
makes  top  executives — including  Kroll 
himself — directly  responsible  for  major 
accounts.  "To  me,  the  solution  was:  Strip 
the  hierarchy,  and  aim  everybody  to- 
ward the  clients,"  he  says. 

Kroll  acknowledges  that  several  cli- 
ents have  made  it  clear  they  would  like 
more  attention  from  agency  top  brass. 
By  forging  such  bonds,  Kroll  hopes  to 
rekindle  the  affection  of  such  clients  as 
.J&.J  and   Reynolds.   The   agency  was 
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CHAIRMAN  KROIL:  "MANAGEMENT  HAS  TO  COMMIT  THElR  BLOOD 


A  BUMPY  RIDE  FOR  Y&R 


Key  account  moves  in  the  lost  18  months 


Annual  billings  (Millions 


TRANS  WORLD  AIRLINES 


R.J.  REYNOLDS'  CAMEL  CIGARETTES  30 
JOHNSON  &  JOHNSON  BABY  OIL, 
POWDER,  AND  LOTION  15 


NINTENDO  (EUROPE)  "  30 


DATA:  COMPANY  REPORTS,  XOtVfOf 


stunned  in  October  when  the  tobacco 
giant  shifted  the  creative  part  of  its 
Camel  cigarette  account  to  Mezzina/ 
Brown,  a  tiny  shop  started  by  two  for- 
mer Y&R  creative  executives.  Reynolds 
says  it  wanted  to  retain  the  services  of 
the  two,  who  helped  popularize  Joe  Cam- 
el, the  brand's  highly  successful,  albeit 
controversial,  mascot. 
'SHORT  SHRIFT.'  In  many  ways,  Kroll  is 
applying  the  same  recessionary  market- 
ing technique  to  Y&R  that  his  clients  are 
using:  Hold  on  to  your  customers,  since 
new  ones  are  much  harder  to  come  by. 
Indeed,  some  notable  Y&R  clients  are  ap- 
plauding the  shift:  "We  regard  this  as  a 
positive  step  for  us,"  says  Robert  Wat- 
son, director  of  advertising  services  at 
AT&T.  The  company  trimmed  media 
spending  307^  in  the  first  nine  months  of 
1991,  according  to  Leading  National  Ad- 
vertisers. Although  Watson  doesn't  criti- 
cize Kroll  individually,  he  says  many  big- 
agency  executives  began  neglecting 
their  clients  in  the  1980s  as  they  concen- 
trated on  mergers  and  acquisitions:  "In 
many  cases,  the  clients  were  getting 
short  shrift." 

That's  not  likely  to  happen  to  AT&T 
anymore.  To  underscore  his  urgency 
about  service,  Kroll  says  he'll  personally 
handle  the  AT&T  and  Colgate  accounts. 

That  means  he'll  help  to 
choose  staffers  for  the  ac- 
counts and  speed  up  the  pro- 
duction of  ads.  Kroll,  a  for- 
mer copywriter,  will  even 
delve  into  the  nitty-gritty  of 
AT&T's  ad  campaigns.  "The 
management  has  to  commit 
their  own  blood,"  he  says. 

The  care  and  feeding  of 
AT&T  and  Colgate  aren't  the 
only  new  items  in  Kroll's  job 
description.  In  mid-January, 
he  removed  one  of  his  closest 
colleagues  and  onetime  col- 
lege football  opponent,  Joseph 
E.  DeDeo,  as  president  of 
Y&R's  core  ad  agency.  The 
agency  now  reports  directly 
to  Kroll,  who  as  chairman  of 
the  holding  company  also 
oversees  Y&R's  direct  market- 
ing and  public-relations  units. 
The  day  after  the  shakeup, 
Y&R  confirmed  a  layoff  of  45 
New  York  staffers,  or  3.8%-  of 
the  agency's  1,192-person 
flagship  staff.  "I  believe  Y&R 
can  play  better  with  fewer, 
better  people,"  says  Kroll. 

Although  DeDeo  lost  a 
plum  operating  title,  he  has 
hardly  been  put  out  to  pas- 
ture. He  is  now  chief  creative 
officer,  and  his  mandate  is  to 


''Receiving  the  Gold  IDEA  for  the  Brick  computer's  unique  and  innovative  design 
distinguished  usfrcmi  all  the  others.  This  award  gave  us  the  credibility  we  couldn't  have 
bought  with  any  amount  of  mmey." —Tom  Spalding,  President,  Ergo  Computing  Inc. 


The  1992  Industrial  Design  Excellence  Awards 


Weak  sales.  Foreign  competition.  Flat  pro- 
fits. It's  no  secret  that  the  world  of  business 
has  never  been  tougher.  Customers  demand 
value,  the  kind  of  value  that  only  effective 
industrial  design  can  provide. 


winners  in  a  June,  1992  issue.  U.S.  designs  of 
business  and  medical  equipment,  consumer 
products,  heavy  machinery,  transportation, 
packaging,  exhibits,  and  furniture  are  eligible. 


Design  sells,  and  the  best 
product  design  can  earn  the 
best  corporate  ROI. 

Business  Week  is  again  ( 
sponsoring  the  Industrial  ^ 
Design  Excellence  Awards 
(IDEA)  annual  competition  ^ 
conducted  by  the  Industrial 
Designers  Society  of  America. 
The  magazine  will  publish  the 


% 


The  deadHne  for  ordering  entry 
kits  is  Feb.  20, 1992.  The  kits 
,  must  be  submitted  by  Feb.  24. 


J  9  9 


^  For  entry  information, 

^  procedures,  and  fees  contact: 
^  Industrial  Designers 

^    Society  of  America  (IDSA), 
^     1142  Walker  Rd.,  Suite  E, 
Great  Falls,  VA  22066 
Phone:  703  759^0100 
Fax:  703  759-7679 
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NOW  YOU  CAN  JOIN  THE  PGA  TOUR 
WITHOUT  QUITTING  YOUR  DAY  JOB. 

You'll  find  a  lot  of  people  bitten  by  tlie  golf  bug  these  days.  Different  backgrounds,  different  ages,  different  abil- 
ities. Tfiougfi  few  of  us  are  fortunate  enougfi  to  actually  ploy  thie  sport  for  a  living,  thiere's  still  the  next  best  thing.  The 
PGA  TOUR  Partners  Program.  Everything  you  need  to  get  inside  the  PGA  TOUR.  Including  a  media  guide,  monthly 
newsletter  and  set  of  player  cards  to  keep  you  up-to-date  on  all  the  tournaments,  players  and  winning  strategies. 

There's  also  our  Partners  Team  Competition,  a  fantasy  golf  tournament  where  you  could  win  a  spot  in  a  PGA  TOUR 
Pro  Am.  Plus,  you'll  receive  information  on  vacation  getaways  to  play  exclusive  championship  courses. 

And  if  a  glimpse  behind  the  scenes  at  the  world  of  golf  isn't  enough  reason  to  |oin,  all  profits  will  go 
directly  to  charity.  So  you're  not  just  pining  for  your  interest,  you're  joining  for  someone  else's,  as  well. 

For  more  information,  call  1-800-547-9400.  It's  as  close  to  the  PGA  TOUR  as  most  of  us  will  ever  get 
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ise  the  standards  of  Y&R  s  creative 
tput  around  the  world.  That's  a  tall 
der,  even  for  DeDeo,  who  earned  his 
ripes  by  turning  y&r's  European  and 
Astralian  units  into  creative  power- 
luses.  DeDeo  says  he  asked  Kroll  for 
e  job.  And  he  feels  Y&K  is  still  produc- 
y  "first-rate  and  competitive  work." 
Still,  observers  and  former  Y&R  execs 
jee  that  the  agency  hasn't  produced 
ach  memorable  advertising  in  recent 
ars.  Y&R's  work  tends  toward  the 
ainstream:  the  U.  S.  Army's  long-run- 
ag  recruitment  campaign,  for  example, 
n  the  past,  Y&R  was  known  as  the  best 

the  big  packaged-goods  agencies," 
ys  Clay  S.  Timon,  who  worked  closely 
th  the  agency  until  1990  as  director  of 
Drldwide  advertising  for  Colgate  he- 
re becoming  a  consultant.  "Now,  it  is 
I  better  than  the  average." 
That  assessment  is  all  the  more  puz- 
ng  since  the  people  who  vaulted  Y&R 

creative  prominence  are  still  largely 
place.  Kroll  himself  ran  the  New  York 
eative  department,  writing  such  cam- 
igns  as  "The  Wings  of  Man"  for  East- 
n  Air  Lines  Inc.  And  there's  new 
Dod,  too:  In  late  1990,  DeDeo  hired  He- 
^ne  Spivak  as  creative  director  for  the 
;w  York  office.  A  39-year-old  copywrit- 


AN  ADVERTISEMENT  FOR  AT&T:  KROLL,  A 
FORMER  COPYWRITER,  SAYS  HE  PLANS  TO 
HANDLE  THE  ACCOUNT  HIMSELF 


er  from  Hal  Riney  &  Partners  Inc.,  her 
witty  campaigns  include  the  Schweppes 
ads  with  comedian  John  Cleese. 

But  Spivak's  presence  hasn't  helped 
y&R's  flagship  office  snare  much  new 
business  yet.  Last  year,  the  agency  com- 
peted for  the  $20  million  Weight  Watch- 
ers International  account  but  lost  out  to 
Earle  Palmer  Brown.  And  it  teamed  up 


with  a  subsidiary  agency,  Wunderman 
Worldwide,  in  a  bid  for  the  $60  million 
American  Express  Green  Card  account 
that  failed,  even  though  Wunderman 
handles  other  AmEx  business.  DeDeo 
concedes  that  the  flagship  shop  has  been 
in  a  slump  but  predicts  it  will  rebound. 
MASTER  PLAN.  For  her  part,  Spivak,  who 
started  her  working  life  as  a  secretary 
and  aspiring  actress,  says  she  pays  little 
heed  to  critics  who  assert  she  has  yet  to 
put  her  imprint  on  the  New  York  office. 
She  insists  she  is  only  in  the  second  year 
of  a  three-year  plan  to  rejuvenate  the 
department.  Spivak  points  out  that  she 
has  hired  David  Harner  and  David  John- 
son, a  sought-after  team  who  worked  on 
the  flashy  Pepsi  ads  at  bbdo  Worldwide. 
"In  the  third  year,  things  will  come  to- 
gether," she  predicts. 

Three  years  may  seem  like  an  eternity 
in  the  30-second  world  of  advertising. 
Yet  Kroll  says  he  is  pleased  Spivak  is 
taking  a  measured  pace:  "Nobody  be- 
lieved this  would  be  as  easy  as  walking 
from  Macy's  to  Gimbels,"  he  says.  In- 
deed, if  Spivak  can  help  recapture 
Young  &  Rubicam's  creative  elan,  Kroll 
will  consider  it  well  worth  the  wait. 

By  Mark  handler  in  New  York,  with 
bureau  reports 
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MARKETING  SERVICES 

Competing  Through  Quality 

By  Leonard  L.  Berry  and  A.  Parasuraman 

Carefully  researched  and  refreshingly  original.  Ihis  companicm 
volume  lo  Delivenni;  Qtialiry  Sen  ice  presents  a  breakthrough 
marketing  model  for  understanding  the  interrelationship  between 
quality  and  marketing  in  service  companies.  You'll  gain  practical 
insight  on  what  needs  to  be  done  to  improve  services  marketing 
and  how  to  maximize  your  success  through  branding,  advertising, 
selling,  pricing,  and  more. 

NEGOTIATING  RATIONALLY 

By  Max  H.  Bazerman  and  Margaret  A.  Neale 

Drawing  on  their  research  into  the  irrational  behavior  of  more  than 
10.000  negotiatiors.  the  authors  challenge  your  assumptions  and 
offer  proven  strategies  for  concentrating  on  your  opponents' 
behavior,  recognizing  individual  limitations  and  biases,  and  auditing 
your  own  decision  processes  to  help  you  reach  the  best  possible 
agreement. 

PROFITING  FROM  INNOVATION 

Edited  by  William  G.  Howard,  Jr.,  and  Bruce  R.  Guile 

In  this  eagerly-awaited  report  based  on  a  three-year  study  by  the 
National  Academy  of  Engineering,  an  elite  panel  of  the  nation's 
most  accomplished  technical  managers  demonstrate  how  new 
technological  and  scientific  advances  can  be  efllciently  transformed 
into  prt>ducts  and  services   Includes  many  case  studies  of  com- 
panies that  have  achieved  commercial  success  through  inn(>vaiion. 

REINVENTING  THE  FACTORY  2 
Managing  the  World  Class  Factory 
By  Roy  L.  Harmon 

In  this  successor  lo  the  widely  acclaimed  Kciinriinnii  ihe  rut  lnn. 
international  productivity  expert  Roy  Harmon  expands  on  the 
revolutionary  concept  of  "factories-within-a-factory"  to  bring  you 
new  applications  of  twenty-first  century  technology.  Includes  case 
studies  and  practical,  proven  techniques  drawn  from  more  than 
2,000  focused  factories  on  six  continents 
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AIRLINES 


AMERICAN  PAMPERS  ITS  FIRST-CLASS  FLIERS  WITH  SHEEPSKIN-AND-LEATHER  SLEEPER  SEATS 


THE  AIRLINES 

GET  OUT  THE  GOOD  CHINA 


Carriers  pile  on  amenities,  hoping  travelers  will  pay  more  for  them 


The  spirit  of  airline  competition  in 
the  1980.S  was  probably  best  cap- 
tured in  1988,  when  '  Robert  L. 
Crandall,  chairman  of  American  Airlines 
Inc.,  issued  his  ruling  on  olives:  Get  rid 
of  them,  he  said.  Leaving  them  out  of 
salads  saved  $40,000  a  year.  But  take  a 
look  at  competition  Nineties-style:  For 
$2,650  round-trip,  first-class  passengers 
on  American's  newly  revamped  New 
York-Los  Angeles  route  will  recline  in 
sleeper  seats  while  watching  movies  on 
personal  four-inch  video  screens.  Travel- 
ers on  American's  new  business  class 
will  pay  $1,996  round-trip  to  dine  on  fine 
china  and  adjust  leg  rests  at  the  touch 
of  a  button.  And  in  both  of  those  class- 
es, sheepskin-and-leather  seats  will  cod- 
dle fliers.  Says  Senior  Vice-President  for 
Marketing  Michael  W.  Gunn:  "We  think 
service  is  in." 

He's  not  the  only  one.  Having  lost 
roughly  $2  billion  last  year,  U.  S.  carri- 
ers are  desperate  to  raise  domestic 
fares — and  some  are  advancing  the  dubi- 
ous notion  that  better  service  will  make 


higher  fares  more  palatable.  American, 
Northwest  Airlines  Inc.,  and  other  carri- 
ers are  plugging  amenities  to  entice 
travelers  to  pay  more.  Trouble  is,  corpo- 
rations caught  in  the  grip  of  recession 
are  cutting  budgets  to  the  bone  and 
making  executives  fly  cheaper — when 
they  fly  at  all.  But  airlines,  having  suf- 
fered huge  losses  competing  on  price, 
are  determined  to  focus  on  service. 

Most  major  carriers  are  getting  in  on 
the  act.  American  spent  $13  million  re- 
configuring 10  planes  so  it  can  charge 
stiffer  premiums  in  first  and  business 
class  on  transcontinental  flights.  United 
Airlines  Inc.  recently  introduced  its  Con- 
noisseur, or  business,  class  on  four  do- 
mestic-only routes.  And  when  their 
planes  with  three-class  cabins  equipped 
for  international  travel  fly  domestic  laps, 
both  United  and  Delta  Air  Lines  Inc. 
demand  premiums  for  the  fancier  ser- 
vice. Northwest  says  it  will  spend  $450 
million  by  1995  for  new  interiors,  ser- 
vice-training classes,  and  an  in-flight  en- 
tertainment system  called  WorldLink. 


Northwest  hasn't  tied  WorldLink  to  anv 
fare  hike,  but  Executive  Vice-President 
for  Customer  Service  Joseph  Leonarc 
says:  "We  believe  people  expect  quality 
and  that  they'll  pay  extra  for  it." 

Not  that  discounting  is  a  thing  of  the 
past.  On  Jan.  11,  Trans  World  Airlines 
Inc.  slashed  prices  for  business-class 
fares  on  transcontinental  flights  to  $550 
United  and  then  Delta  followed  suit 
American  cut  its  coach  fares,  too,  but 
held  the  line  on  business-class  seats 
Most  analysts,  however,  agree  that  the 
days  of  all-out  fare  wars  are  over.  That's 
because  most  of  the  low-cost  airlines  are 
gone  or  in  bankruptcy,  and  aside  from 
such  small,  short-haul  carriers  as  South 
west  Airlines  Co.,  the  only  airline  left 
that  is  trying  to  win  market  share  by 
cutting  fares  is  debt-burdened  TWA. 
"The  battle  for  position  between  United 
and  Delta  and  American  can't  be  done 
on  cost,"  says  transportation  specialist 
Harold  Sirkin  of  Boston  Consulting 
Group.  "It's  got  to  be  done  on  service." 

Much  of  the  action  will  center  on  busi- 
ness travelers.  Roughly  50%  of  all  do- 
mestic passengers  are  on  business,  but 
80«  of  those  are  flying  on  discount 
fares,  says  Lee  Howard,  president  of 
Airline  Economics  Inc.  Even  a  one-per- 
centage-point conversion  to  full  fare 
would  mean  an  additional  $1  billion  in 
revenue  for  the  industry,  he  says. 
NORTHERN  EXPOSURE.  'The  airlines  are 
beginning  with  markets  where  they 
think  passengers  will  be  most  willing  to 
pay  higher  fares  for  better  service.  Last 
November,  Northwest  introduced  its 
Fastrak  program  to  lure  business  travel- 
ers aboard  its  shuttle  flights  between 
Minneapolis  and  Chicago.  Besides  ex- 
press check-in  and  the  use  of  fax  ma- 
chines in  the  terminal,  the  airline  prom- 
ises to  telephone  your  associates  if  your 
plane  will  be  delayed.  Northwest  is 
charging  a  hefty  $647  round-trip.  That's 
the  same  as  United,  the  only  other  carri- 
er regularly  serving  this  route.  North- 
west says  it  will  introduce  the  service  on 
other  routes  if  it  proves  popular. 

Travel-industry  executives  applaud 
the  attempts  to  raise  fares  through  im- 
proved service.  Gordon  D.  Lambourne,  a 
public-relations  director  at  Marriott 
Corp.,  notes  that  Marriott  has  its  own 
version  of  business  class  with  "concierge 
floors."  He  says  the  airlines'  new  pro- 
grams will  appeal  to  executives  weary  of 
the  hassles  of  flying  coach.  There's  only 
one  problem:  His  company  allows  execu- 
tives to  fly  business  class  only  when 
traveling  overseas.  If  enough  corpora- 
tions share  that  policy,  carriers  may  find 
that  improved  domestic  service — plus 
higher  prices — equals  more  empty  seats. 

By  Andrea  Rothman  in  New  York,  with 
Kevin  Kelly  in  Chicago  and  bureau  reports 
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When  you  own 

a  business 

it  shouldn't  own  you. 
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PS/1 

Because  you  dont  just  have  a  job.  You  have  a  Ufe. 


It's  a  trade-off.  You  thought  being 
the  boss  would  mean  more  freedom.  Now 
the  eompany  s  your  own,  but  suddenly 
your  time  isn't. The  IBM  PS/I™  is  designed 
to  help  you  ehange  that.  It  eomes  with 
software  for  word  professing,  spreadsheets 
and  database  management.  /\nd  it  runs 
other  popular  software  for  payroll,  inven- 
tory, aeeounting  and  more.  Some  models 
even  have  386  SX  power  and  Microsoft^ 
Windows™  built  in. 

Phe  PS/l  is  expandable,  to  grow 
with  your  business.  And  it  II  grow  on  you, 
when  you  see  how  easy  it  is  to  set  up 
and  use.  Not  to  mention  priees  that  start 
at  $999?  Best  of  all,  it  eomes  with  tlie 
service  and  support  you  can  expect  only 
from  IBM.  So  you'll  have  time  to  concen- 
trate on  more  important  things.  For  a 
store  near  you,  call  I  800  IBIVl-3377. 


■Pnces  may  change  Retail  prices  may  vary  Subject  to  availability  IBM  is  a 
registered  trademark  and  PS/1  a  trademark  of  International  Business  Machines 
Corporation  Microsoft  is  a  registered  trademark  and  Window/s  a  trademark  of 
Microsoft  Corporation  S)  1991  IBM  Corp 
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MUTUAL-FUND  HOUSES 
START  TO  HEAR  FOOTSTEPS 


Now,  banks  are  offering  their  own  funds — and  the  threat  may  be  stronger  than  the  industry  thinks 


For  much  of  the  1980s,  banks 
watched  somewhat  helplessly  as 
mutual-fund  houses  and  brokerage 
firms  siphoned  off  their  customer  depos- 
its into  money-market  funds.  By  the 
mid-1980s,  banks  were  bolstering  ties 
with  their  customers  by  forming  part- 
nerships with  mutual-fund  houses  and 
inviting  them  into  their  branches  to  sell 
a  wide  array  of  funds.  Now,  banks  are 
takr  ■•  a  step  that  could  have  ominous 
consfduences  for  the  mutual-fund  indus- 
try: T  hey  are  rolling  out  their  own  in- 
house  inds  and  starting  to  go  head  to 
head  W:  '.  established  funds. 

So  far,  t;,-  industry  doesn't  seem  to 
have  much  to  ,-i  f  ieep  over.  True,  more 
than  100  banks  ofi  •  some  460  different 
proprietary  mutual  '  mds,  up  from  113 
offerings  in  198()  art).  And  bank 
funds  have  assets  (■{  ore  than  $65  bil- 
lion, more  than  dou  Me  the  amount  five 
years  ago.  But  those  numbers  pale  next 
to  the  $1.4  trillion  in  overall  mutual-fund 
assets  and  the  overall  universe  of  about 
3,500  funds. 
The  battle,  however,  is  still  in  the  ear- 
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ly  stages.  In  recent  months,  banks  have 
been  stepping  up  their  marketing  ef- 
forts. As  the  yields  on  certificates  of 
deposit  decline,  bankers  see  offering 
their  own  mutual  funds  as  a  way  to 
maintain  a  relationship  with  customers 
they  might  otherwise  lose  to  competi- 
tors. "When  banks  offered  money-mar- 


BANKS  ARE  PUSHING 
HOUSE-BRAND  FUNDS 


▲  NUMBERS  -sm  30    A  BILLIONS  OF  DOLURS 

DATA:  UPPER  ANAIYTIUL  SECURmES  CORP 


ket  accounts  in  1982,  we  had  substantial 
outflows,"  says  Donald  E.  Farrar,  an 
excecutive  vice-president  with  Benham 
Management  Corp.,  which  runs  $8.5  bil- 
lion in  mutual-fund  assets.  "We  take 
bank  competition  very  seriously." 

Banks  have  a  key  strategic  advantage: 
the  unparalleled  power  of  their  distribu- 
tion network.  Some  fund  groups  say 
that  20%  to  30%  of  their  sales  are  made 
through  bank  branches. 
•RUBE  GOLDBERG  WAY.'  Yet  banks  suffer 
from  a  serious  handicap,  stemming  from 
the  Glass-Steagall  Act  of  1934,  which 
erected  barriers  between  commercial 
banking  and  most  investment  functions. 
While  banks  can  manage  fund  portfo- 
lios, they  can't  underwrite  or  distribute 
mutual  funds.  "Banks  have  a  tremen- 
dous customer  base,"  says  Carl  Frisch- 
ling,  a  securities  lawyer  with  Spengler, 
Carlson,  Gubar,  Brodsky  &  Frischling  in 
New  York.  "The  key  question  is  how  can 
you  get  to  it  legally,  and  how  can  you 
service  it?" 

To  comply  with  current  law,  banks 
have  had  to  devise  a  variety  of  circu- 
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tous  and  cumbersome  arrangements. 
'It's  like  saying  the  mutual-fund  indus- 
ry  gets  to  drive  its  car  directly, 
ind  the  banking  business  has  to  drive 
v'ith  three  sidecars  and  operate  in  a 
lube  Goldberg  way  to  do  the  same 
hing,"  notes  banking  consultant  Ed- 
vurd  E.  Furash,  president  of  Washing- 
on-based  Furash  &  Co. 

Yet  these  arrangements  haven't  mate- 
ially  hampered  determined  bank  fund 
ellers.  Take  Citicorp,  which  markets  its 
iwn  Landmark  Funds.  Citi  manages  the 
unds'  portfolios.  But  it  uses  an  unrelat- 
ed firm,  Landmark  Financial  Ser\'ices,  to 
mderwrite  and  distribute  the  funds.  Ini- 
ially,  the  bank  used  employees  of  Land- 
nark  to  sell  the  funds  in  Citi's  branches, 
^st  spring,  it  took  more  direct  control 
if  the  sales  effort  by  putting  140  Land- 
nark  brokers  on  the  payroll  of  a  Citi 
ubsidiarj'. 

Currently,  Citibank  is  mounting  one  of 
he  most  successful  and  aggressive 
und-marketing  campaigns  by  a  bank.  In 
he  New  York  City  area,  where  the  cam- 
laign  started,  Citi's  Landmark  funds 
lulled  in  S800  million  in  assets  from  last 
^pril  through  December  to  reach  the  $2 
)il!ion  mark.  That's  in  contrast  to  the 
1L3  billion  runoff  in  Citi's  S19  billion 
)ortfolio  of  CDs.  An  additional  S850  mil- 
ion  flowed  into  the  other  650  competing 
nutual  funds  that  Citi  makes  avail- 
ibie — and  even  advertises  in  branch  win- 
lows.  Citi  is  expanding  its  marketing  of 
he  Landmark  funds  into  California,  Chi- 
:ago,  and  Washington,  D.  C. 

The  banks'  chief  goal  in  hawking  in- 
louse  funds  is  to  keep  customers  from 
no\ing  their  assets  to  other  investment- 
)roduct  vendors.  "If  someone  has  their 
ihecking,  auto  loan,  and  investments 
vith  the  bank,  there's  not  a  wedge  that 
;an  be  driven  by  a  Merrill  Lynch  broker 
vith  a  cash-management  account,"  says 
feremiah  M.  Potts,  vice-president  for 
)anking-industry  marketing  at  Massa- 
chusetts Financial  Sen.-ices  Co. 

As  their  major  selling  point,  banks  are 
;tressing  their  objectivity  and  reputation 
'or  integrity,  as  compared  with  other 
)ur\'eyors  of  financial  services.  "Bank- 
;rs  are  not  viewed  as  used-car  salesmen, 
:r\'ing  to  hustle  customers  into  just  the 
)roducts  that  they  want  to  sell  them,"' 
lotes  Furash. 

Citi  insists  that  the  bank's  mutual- 
"und  campaign  doesn't  make  a  distinc- 
;ion  between  proprietary  funds  and  out- 
side funds.  Bank  of  America  also 
stresses  that  while  it  is  widening  its  sta- 
)le  of  in-house  funds,  which  have  assets 
)f  Si  billion,  they  are  just  part  of  the 
nvestment  buffet.  "If  we  can't  offer  the 
jerformance  and  service  that  other 
■unds  offer,  then  we  shouldn't  be  given 
favored-nation'  status,"  says  Donna  J. 
ECnight,  vice-president  and  manager  of 
nvestment-product  development. 


But  the  temptation  to  encourage  the 
sale  of  in-house  funds  is  strong.  "Some 
banks  are  falling  into  a  trap  by  insisting 
on  selling  just  their  proprietary  funds," 
says  Furash.  "Unless  those  funds  have  a 
great  track  record,  then  they're  trying 
to  hustle  consumers  into  a  subpar  prod- 
uct." Loren  Smith,  Citi's  head  of  New 
York  marketing,  concedes  that  "if  we 
sell  a  Fidelit\'  fund,  we  may  make  3%  on 
a  onetime  sale,  and  then  the  money  is 
gone.  If,  say,  we  got  the  Landmark  fund 
up  to  S3  billion,  we  would  make  0.59^  to 
0.67'  on  the  whole  kit  and  kaboodle  as 
long  as  it's  there." 

SMALL  THREAT.  Some  regulators  also 
worry  that,  in  promoting  themselves  as 
trusted  advisers,  banks  may  give  con- 
sumers the  impression  that  money  in 
house-brand  funds  is  protected  by  depos- 
it insurance.  "To  the  extent  that  these 
securities  are  being  sold  by  banks  or  on 
bank  premises,  we  continue  to  be  ver\- 
concerned  about  depositor  confusion," 
says  Bob  Miailovich,  assistant  director 
of  superv'ision  for  the  Federal  Deposit 
Insurance  Corp. 
The  mutual-fund  industrv's  reaction  to 


the  banks'  house-brand  funds  is,  so  far, 
muted.  While  Benham's  Farrar  is  wor- 
ried, most  fund  companies  seem  to  per- 
ceive little  threat.  Some  fund  companies 
such  as  Fidelity  Investments  are  actual- 
ly helping  banks  set  up  their  house- 
brand  funds.  "In  general,  I  don't  see  the 
logic  of  banks  being  in  the  fund  busi- 
ness," says  John  Bogle,  chief  executive 
officer  of  the  Vanguard  Group.  "What 
can  they  contribute  that  we  can't?  Bet- 
ter service?  Lower  prices?  Better  perfor- 
mance? That  would  be  difficult." 

Bogle  has  a  good  point.  Yet  many  sea- 
soned bank  obser\"ers  suggest  that  it 
could  be  yery  dangerous  for  the  estab- 
lished mutual-fund  industry  to  remain 
complacent.  Says  Lowell  L.  Biyan,  a 
banking  consultant  at  McKinsey  &  Co.: 
"Toward  the  end  of  the  decade,  as  truly 
national  banks  emerge,  I  would  expect 
some  big  national  banks  to  be  very  seri- 
ous competitors  to  the  traditional  fund 
groups."  The  once  comfortable  partner- 
ship between  banks  and  fund  companies 
seems  ceitain  to  become  increasingly 
contentious. 

By  Siizurmt'  WoolU'ij  in  A'»  "  York 


JAPAN  I 


FEAR  STALKS  THE 
NIKKEI 


Tokyo's  ailing  stock  market  is  haunted  by  rumors  of  a  big  sell-off 


Tokyo  brokers  were  lunching  at 
their  desks  on  Jan.  21  when  the 
headlines  started  flashing  across 
their  video  screens.  Japanese  Finance 
Minister  Tsutomu  Hata  was  calling  for  a 
stronger  yen.  Eagerly,  the  traders 
awaited  a  similar  vote  of  support  for 
their  sickly  stock  market.  But  nothing 
came.  So  an  hour  later,  as  the  Tokyo 
Stock  Exchange's  afternoon  trading  ses- 
sion began,  the  Nikkei  stock  average 
tumbled  260  points,  or  1.2';.  "Everyone." 
complained  Jason  C.  James,  market 
strategist  for  James  Capel  Pacific  Ltd.. 
"was  disappointed." 

For  the  third  year  i  

running,  disappoint- 
ment is  the  dominant 
mood  in  shell-shocked 
Kabuto-cho,  Japan's 
Wall  Street.  Although 
the  U.  S.  and  many  oth- 
er global  equity  mar- 
kets are  surging,  Tokyo 
is  still  gasping  for 
breath.  At  around 
21,000,  the  widely 
watched  Nikkei  (chart) 
is  down  46/c  from  its  jan.'90 


TOKYO'S  LONG  SLIDE 
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1989  record  high.  But  few  expect  a  re- 
covery anytime  soon.  For  one  thing,  in- 
vestors are  jitteiy  over  a  new  political 
scandal  swirling  around  the  ruling  Liber- 
al Democratic  Party.  Trade  tensions 
with  the  U.  S.  are  mounting.  And  some 
$58  billion  worth  of  personal  and  corpo- 
rate equity  trusts  are  due  to  expire  this 
year,  estimates  Merrill  Lynch  Japan  Inc. 
strategist  Munenori  Wakita. 
SLOW  GROWTH.  Wakita  and  others  be- 
lieve that  investors  in  the  trusts  are 
looking  for  any  excuse  to  liquidate  large 
parts  of  their  equity  holdings  before 
the  end  of  the  coii:)orate  fiscal  year  on 

 '  Mar.  31.  Any  sign  of 

that  could  push  the 
Nikkei  back  to  15,000, 
its  lowest  point  since 
1986.  says  Tetsuo  Tsu- 
kimura,  an  economist  at 
Smith  Barney,  Harris 
Upham  &  Co. 

In  the  past,  traders 
shrugged  off  such  pre- 
dictions, confident  that 
Japan's  ultracompeti- 
tive  $2.8  trillion  econo- 
JAN  22, '92        my  would  in  the  end 
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TOKYO  TRADERS:  STOCKS  ARE  DOWN  46%  FROM  A  1989  RECORD  HIGH,  AND  FEW  EXPECT  A  RECOVERY  SOON 


bail  them  out.  But  with  two  years  of 
high  interest  rates  crimping  domestic- 
spending,  the  traders  aren't  so  sure  any- 
more. The  Organization  for  Economic 
Cooperation  &  Development  estimates 
Japanese  gross  national  product  growth 
at  only  2.4'  >'  this  year,  the  poorest  annu- 
al showing  since  the  oil  shock  of  1974. 

Even  worse,  the  weakness  of  the  To- 
kyo stock  market  has  stripped  Japan  of 
its  longtime  cheap-money  edge.  When 
Tokyo  was  booming,  many  companies 
floated  bonds  yielding  l'"'  or  even  less 
by  giving  investors  warrants  to  buy 
shares  in  the  future  at  bargain  prices. 
But  with  10-year  government-bond 
yields  now  around  S.'S'A,  vs.  77"  in  the 
U.  S.,  Japanese  companies  are  paying 
nearly  as  much  as  American  ones.  As  a 
result,  hot-money-fueled  foreign  take- 
overs are  all  but  dead,  and  domestic 
spending  on  new  |>lants  and  e(iuipment 
is  plummeting. 

LITTLE  CUSHION.  Adding  to  the  crunch, 
Japanese  banks  are  turning  away  bor- 
rowers because  they  fear  they  are  run- 
ning short  of  funds.  Banks  count  unre- 
corded gains  on  their  stock-market 
holdings  as  capital.  But  as  the  market 
languishes,  much  of  the  banks'  cushion 
has  disaiJi)eared.  Tokai  Bank  Ltd.,  for 
one,  already  fails  to  meet  internationally 
agreed-upon  capital  standards.  If  the 
Nikkei  slips  under  20,000,  even  the  au- 
>  ust  Bank  of  Tokyo  Ltd.  says  it,  too. 


will  fall  short.  Says  Shigeru  Masuda, 
president  of  Zeron  Capital  Management 
Inc.:  "Below  20,000,  Japanese  banks 
have  a  big  problem.  Industry  has  a  big 
l)roblem.  The  nation  has  a  big  problem." 

Despite  such  concerns,  the  Finance 
Ministry  seems  unwilling  to  try  to  prop 
up  the  market.  For  one  thing,  Bank  of 
Japan  Governor  Yasushi  Mieno  hasn't 
abandoned  his  attempts  to  squeeze  out 
the  speculative  excesses  of  the  1980s 
that  sent  stock  and  real  estate  prices 
into  the  stratosphere.  Although  he  cut 
the  discount  rate  in  December  from  5'/' 


to  4., 


the  third  reduction  since  last 


July,  Mieno  remains  concerned  that  high 
asset  prices  will  rekindle  inflation.  And 
in  the  wake  of  a  series  of  messy  broker- 
age-house scandals  last  year.  Finance 
Minister  Hata  also  is  likely  to  offer  bro- 
kers little  aid.  "Supporting  stock  prices 
is  equivalent  to  helping  the  brokers," 
says  Kyoto  University  professor  Kazu- 
hide  Uekusa.  "The  Ministry  of  Finance 
doesn't  want  to  be  seen  in  this  light." 


If  the  mai'ket  slips  below 
20,000,  'Japanese  banks  have 
a  big  problem.  The 
nation  has  a  big  problem' 


With  powerful  Fi- 
nance bureaucrats  tak- 
ing a  hands-off  stance, 
the  once-thriving  bro- 
kerage industry  has  al- 
ready cut  employment 
by  4%,  to  161,000.  In 
contrast  to  U.  S.  bro- 
kers, which  are  hiring 
and  expanding  again 
as  Wall  Street  booms, 
several  Japanese  bro- 
kers are  planning  to 
shut  30  branches  and 
nudging  workers  onto 
the  street  by  offering 
meager  bonuses  or  un- 
realistic transfers. 
Some  small  brokers 
that  are  losing  money 
are  likely  to  merge 
with  competitors. 
STEERING  CLEAR.  Some 
analysts  are  trying  to 
see  a  bright  side  amid 
all  the  gloom,  arguing 
that  many  issues  are 
bargains  for  the  first 
time  in  years.  Average 
price-earnings  ratios  on 
the  Tokyo  Stock  Ex- 
change have  tumbled 
from  a  peak  of  68  two- 
years  ago  to  around  40  now.  After  ad- 
justing for  accounting  and  tax  differ- 
ences, that  isn't  much  out  of  line  with 
the  24.3  p-e  for  the  Standard  &  Poor's 
500-stock  index.  Indeed,  some  Japanese 
blue  chips  now  are  cheaper  than  their 
U.  S.  competitors.  Fuji  Photo  Film  Co., 
for  one,  now  fetches  a  p-e  of  15.6,  vs. 
21.2  for  Eastman  Kodak  Co.  But  despite 
such  enticements,  the  smart  Japanese 
money  is  staying  clear.  And  overseas 
buyers,  a  major  source  of  support  last 
year,  have  vanished.  With  corporate 
earnings  slumping  and  yields  below  1%, 
"the  return  is  not  sufficient,"  says  Akio 
Mikuni,  owner  of  a  Tokyo  credit-rating 
service.  "The  market  must  come  down, 
or  there  will  be  no  revival  of  trading. 

Tokyo  newspapers  are  now  speculat- 
ing that  if  the  bottom  under  the  Nikkei 
should  suddenly  give  way,  stockbrokers 
might  join  forces  to  buy  massive 
amounts  of  stock,  as  they  did  after  the 
Japanese  market  crashed  in  1965.  But 
even  that  might  do  little  more  than 
bring  the  carnage  to  a  temporary  halt. 
When  they  moved  to  deflate  the  "bubble 
economy"  of  the  1980s,  Japanese  regula- 
tors took  a  calculated  risk  that  a  dose  of 
harsh  medicine  would  set  the  stock  mar- 
ket and  the  economy  on  a  firm  footing 
for  the  next  decade.  So  far,  the  cure 
seems  worse  than  the  disease. 

Bt/  Ted  Holder  in  Tokyo,  with  William 
Glasgall  in  Neic  York 
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Commentary /by  David  Greising 


ONE  TABOO  THE  CHICAGO  MERC  SHOULD  MAINTAIN 


R 


(■member  dual  trading?  That's 
tiie  practice,  commonphice  in  the 
capital  mari\ets,  whereby  bro- 
kers trade  for  their  own  accounts  while 
also  handling  customer  orders.  It's  also 
either:  (a)  an  invitation  for  traders  to 
make  a  nefarious  buck  by  trading  in 
advance  of  customer  orders  or  (b)  a 
vital  contributor  to  liquidity  in  the  mar- 
ketplace. Hint:  It  does  help  liquidity — 
in  the  bank  accounts  of  rogue  traders. 

It's  not  that  dual  trading  is  inherent- 
ly wrong  but  rather  that  dual  traders 
may  be  too  easily  tempted  to  take  ad- 
vantage of  their  customers.  And  it 
wasn't  too  long  ago  that  the  Chicago 
Mercantile  Exchange  agreed.  The  Merc 
banned  the  practice  just  this  past  May, 
in  the  wake  of  a  government  sting  op- 
eration in  Chicago's 
commodities  pits. 
Bowing  before  the  po- 
litical firestorm  that 
followed  the  indict- 
ment of  48  commod- 
ities traders  in  mid- 
1989,  and  with  34  of 
them  found  guilty  by 
early  '91,  the  Merc 
prohibited  most  forms 
of  dual  trading  even 
as  the  rival  Chicago 
Board  of  Trade  did 
nothing.  This  move 
was  often  cited  by 
Merc  officials  as  proof 
of  their  fealty  to  eth- 
ics and  fair  dealing. 
RESTLESS.  And  the 
Merc  was  justified  in 
congratulating  itself 
for  the  ban,  because 
dual  trading  can 
spawn  a  host  of  abuses.  Some  brokers 
can't  resist  the  temptation  to  illicitly 
make  money  by  slipping  in  a  personal 
trade  just  before  executing  a  big  cus- 
tomer order.  Others  illegally  tip  off 
nearby  traders  to  their  incoming  order 
flow  and,  in  return,  get  a  favorable 
price  on  a  subsequent  trade.  And  dual 
trading  enables  unscrupulous  brokers 
to  steal  profits  from  their  customers 
by  diverting  the  most  lucrative  trades 
to  their  own  accounts,  leaving  their 
customers  with  less  profitable  transac- 
tions. Such  activities  were  revealed  in 
the  government's  four-year  investiga- 
tion of  the  commodities  markets. 

Now,  less  than  a  year  after  the  ban 
took  effect,  some  Merc  brokers  are  agi- 
tating for  a  return  to  the  old  days. 


Some  500,  of  a  total  of  2,700  floor  trad- 
ers, have  signed  a  petition  requesting 
that  the  Merc  lift  the  ban  on  dual  trad- 
ing. The  Merc's  board  is  set  to  deliber- 
ate the  matter  at  a  February  meeting. 

This  is  no  mere  intramural  squabble 
but  rather  a  test  of  the  adequacy  of 
self-regulation  in  the  commodities  busi- 
ness. The  dual-trading  prohibition  was 
put  into  place  to  appease  Congress, 
which  was  displeased  by  the  investiga- 
tion's findings.  But  Capitol  Hill  has 
moved  on  to  other  crises,  leaving  the 
Merc  to  police  itself.  Indeed,  reviving 
dual  trading  may  well  arouse  the  suspi- 
cions of  legislators  and  regulators  who 
believe  the  Chicago  exchanges  never 
took  to  heart  the  main  lesson  of  the 
trading  scandal:  that  the  pits  are  vul- 


MERC  SEATS  ARE  STILL  PRICEY 


nerable  to  a  variety  of  trading  abuses. 

The  Merc's  chairman,  John  F. 
Sandner,  is  neutral  in  the  latest  debate 
on  the  issue,  but  he  feels  that  the  ex- 
change is  being  held  to  a  too  lofty  stan- 
dard. After  all,  he  notes,  dual  trading 
is  commonplace  on  stock  exchanges,  in 
the  over-the-counter  market-maker  sys- 
tem, and  in  almost  all  capital  markets. 
"Our  institution  is  being  measured 
against  Utopia,"  Sandner  complains. 
"When  you're  measured  against  Uto- 
pia, you  fall  short." 

The  "nobody's  perfect"  justification 
offers  little  solace  to  victims  of  unscru- 
pulous brokers.  And  the  claim  that  "ev- 
erybody does  it"  is  unconvincing  in 
light  of  dual-trading  chicanery  in  other 
markets,  such  as  the  Milken/Drexel 


manipulation  of  the  junk-bond  markets 
or  Salomon  Brothers  Inc.'s  overbidding 
for  government  securities.  And  let's 
not  forget  the  penny-stock  ripoffs  that 
are  another  manifestation  of  dual  trad- 
ing run  amok. 

'TWO  MASTERS.'  From  the  customer 
standpoint,  the  value  of  the  dual-trad- 
ing ban  has  never  been  in  doubt.  "You 
can't  serve  two  masters,"  says  William 
Rafter,  a  former  floor  trader,  now  a 
futures-fund  manager  with  Prism  As- 
set Management  of  New  York.  Others 
note  that  the  open-outcry  system  in  the 
pits  makes  dual-trading  abuses  hard  to 
detect.  Says  John  A.  Wing,  chairman 
of  Chicago  Corp.:  "They  would  have  to 
have  a  lot  better  audit-trail  system  be- 
fore I  would  be  satisfied  with  dual 
trading." 

In  fact,  the  Merc 
points  out  that  a  bet- 
ter audit  system  is  un- 
der development,  one 
that  would  catch  any 
abuse  of  dual  trading 
if  the  practice  is  rein- 
stated. The  Chicago 
exchanges  are  putting 
the  finishing  touches 
on  handheld,  comput- 
erized trading  cards 
that  would  track 
trades  on  a  real-time 
basis.  The  new  audit 
system  is  indeed 
promising,  but  it 
should  be  put  into  op- 
eration and  proven  ef- 
fective before  a  reviv- 
al of  dual  trading  is 
considered. 

Putting  aside  the  is- 
sue of  whether  dual-trading  abuses  ex- 
ist or  can  be  detected,  there  is  one 
overriding  concern:  Why  do  it?  Why 
lift  the  ban?  Brokers  argue  that  dual 
trading  makes  markets  more  liquid  by 
making  everybody  in  the  pits  a  poten- 
tial trader.  But  despite  the  dual-trading 
ban,  the  Merc  last  year  turned  in  re- 
cord volume.  Customers  have  no  prob- 
lem getting  orders  filled.  And  seat 
prices  of  $550,000  are  near  the  high 
point  set  just  before  the  1987  stock 
market  crash.  The  market  has  assessed 
the  dual-trading  ban — and  decided  that 
the  new  system  works.  If  the  Merc 
fails  to  reach  the  same  conclusion,  it 
will  be  a  triumph  of  greed  over  not 
only  ethics  but  just  plain  common 
sense. 
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COMPENSATING  FOR 
WORKERS'  COMP  COSTS 


From  exercise  breaks  to  self-insurance,  bosses  get  'creative' 


Ei 


very  hour,  workers  at  several  of 
HON'  Industries  Inc.'s  plants  take 
I  five-minute  exercise  breaks.  This  is 
no  Japanese-style  venture  to  promote 
factory-floor  togetherness.  It's  a  new  ex- 
periment at  holding  down  the  Muscatine 
(Iowa)  furniture  maker's  surging  work- 
ers' compensation  expenses — now  a  wor- 
risome 10/'  of  net  income.  Limber  and 
alert  assembly  lines,  the  company  fig- 
ures, mean  fewer  accidents. 

Funding  workers'  comp — insurance 
that  pays  job-injured  employees — is 
turning  more  nightmarish  by  the  year. 
According  to  the  National  Council  on 
Compensation  Insurance,  Corporate 
America's  tab  for  disability  coverage 
continues  to  spiral  with  no  easing  in 
sight  (chart).  This  year's  increase  should 
be  double-digit.  The  culprits  are  soaring 
medical  costs,  high  legal  expenses,  fraud 


by  covered  workers,  and 
moves  by  state  regulators  to 
include  a  growing  number  of 
maladies,  such  as  stress,  un- 
der workers'  comp.  "The 
overall  trend  is  pretty 
scary,"  says  Alan  H.  Stroh- 
maier,  director  of  unemploy- 
ment and  workers'  compen- 
sation at  General  Motors 
Corp.  in  Detroit. 

Worse,  the  availability  of 
insurance  providers  is  shrink- 
ing. A  growing  number  are 
looking  for  the  exit  in  states 
where  regulated  rates,  de- 
spite the  big  increases,  still 
are  too  low  to  cover  costs.  In 
December,  Liberty  Mutual 
Insurance  Co.,  the  nation's 
largest  disability  insurer, 
pulled  out  of  the  Rhode  Is- 
land workers'  comp  market. 
KSF&c;  Corp.  announced  plans 
last  month  to  stop  writing 
the  coverage  in  Mississippi. 
SAFETY  FIRST.  To  Contain 
workers'  compensation  costs, 
employers  and  insurers  are 
developing  an  array  of  inno- 
vative solutions.  "It's  getting 
the  attention  it  should  have 
gotten  10  years  ago,"  says 
Edward  D.  Deloughy,  risk 
manager  at  Union  Carbide 
Corp.  in  Danbury,  Conn. 

One  method  is  self-insurance,  where  a 
company  establishes  its  own  disability 
fund.  A  study  by  the  Johnson  &  Higgins 
insurance  brokerage  found  that  self-in- 
surance for  workers'  compensation  ac- 
counted for  71%  of  all  self-insurance 
growth  between  1988  and  1990.  Bose 
Corp.  of  Framingham, 
Mass.,  became  self-in- 
sured in  1991,  after 
watching  a  697<:  rise  in 
premiums  in  only  three 
years.  Risk  Manager 
Kathryn  A.  Bowers  fig- 
ures self-insuring  saves 
the  stereo  equipment 
company  about  $200,000 
annually  off  the  $1  mil- 
lion it  used  to  pay  in 


premiums. 
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WORKERS'  COMP 
COSTS  BALLOON 


▲  BILLIONS  OF  OOLURS 


Other  companies  are  following  HON's 
example  by  radically  overhauling  opera- 
tions to  boost  safety.  Many  manufactur- 
ers are  focusing  on  minimizing  back  in- 
juries. Mennen  Co.,  a  Morristown  (N.  J.) 
toiletries  maker,  shrank  the  size  of  pack- 
ing boxes,  supplied  workers  with  weight- 
lifting  support  belts,  and  installed  pow- 
er-lifting equipment  for  heavy  loads. 
FRAUD  BUSTERS.  To  promote  more  atten- 
tion to  the  i)roblem  by  operating  manag- 
ers, companies  are  requiring  them  to  in- 
clude workers'  comp  costs  in  their  units' 
budgets.  Managers  of  eateries  owned  by 
TPI  Restaurants  Inc.  of  Memphis  are 
now  sticklers  for  safety  and  adroit  at 
getting  injured  workers  back  on  the  job 
quickly.  "Until  managers  became  ac- 
countable for  their  costs,  they  wouldn't 
consider  putting  someone  back  to  work 
on  light  duty,"  says  Ann  Casper,  tpi's 
director  of  corporate  risk  management. 

The  payoff  from  these  initiatives  can 
be  big.  The  cost  of  claims  last  year  fell 
by  90?;  for  Mennen.  At  TPl's  Shoney's 
restaurants,  accidents  dropped  30%.  And 
since  the  new  safety  plan  was  put  in 
place  in  July,  mishaps  at  one  of  HON's 
most  injury-prone  plants  decreased  by 
67%,  from  an  average  of  almost  four 
work-loss  accidents  a  week. 

Small  businesses  are  turning  to  em- 
ployee leasing,  where  workers  are  rent- 
ed out  from  a  larger  outfit  that  takes 
care  of  their  benefits.  This  was  a  god- 
send to  Julian  D.  Wright,  whose  Bel- 
mont (Mass.)  moving  company  used  to 
spend  28.5%  of  its  entire  payroll  on 
workers'  comp  premiums,  even  though  it 
never  had  an  injury.  The  cost,  he  says, 
"was  going  nuts." 

Insurers  are  eager  to  provide  safety 
tips.  HON's  insurer.  Travelers  Corp.,  as- 
signed 12  full-time  employees  for  a  year 
to  aid  the  company  in  identifying  why 
accidents  occur  and  overhauling  manu- 
facturing processes.  They  redesigned  a 
metal-bending  process  to  reduce  work 
ers'  chances  of  slashing  their  hands. 

The  toughest  challenge  is  reining  in 
medical  claims,  which  make  up  almost 
half  of  disability  costs.  Companies  are 
contesting  fraud  more  vigorously.  Oth 
ers,  such  as  snackmaker  Frito-Lay  Inc. 
use  early-intervention  programs  to  iden- 
tify injuries  such  as 
back  strains  before  they 
become  permanent. 

These  are  productive 
steps.  But  the  workers' 
comp  monster  is  still 
far  from  tamed.  In  the 
meantime,  few  person- 
nel expenses  will  be  as 
disabling  to  companies' 
bottom  lines. 

By  Lisa  Driscoll  in 
Neir  Haven 


DAM:  NATIONAL  COUNCIL  ON  COMPENSATION  INSURANCE 


BY  GENE  G  MARCIAL 


A  CAUTIOUS  PATH 
FOR  A 

TRICKY  TIME 


With  the  Dow  hovering  at 
3250,  George  Keane  is  get- 
ting edgy.  The  president  of 
the  Common  Fund  in  Fairfield,  Conn., 
which  manages  more  than  $12  bilHon 
for  1,000  U.  S.  schools,  colleges,  and 
universities,  hasn't  exactly  turned 
bearish.  But  he  thinks  the  market  "has 
been  bid  up  to  an  extreme  level  of 
valuation." 

Keane  argues  that  while  an  econom- 
ic recovery  is  expected  soon,  corporate 
earnings  aren't  likely  to  show  signifi- 
cant growth  until  1993.  And  he  worries 
that  interest  rates,  down  to  their  low- 
est level  in  decades,  should  begin  ris- 
ing again  later  this  year  as  the  recov- 
ery gains  momentum.  Says  Keane: 
"Neither  U.  S.  stocks  nor  bonds  are 
likely  to  provide  very  attractive  re- 
turns over  the  next  couple  of  years." 

So  what's  an  appropriate  investment 
strategy?  Keane  has  turned  quite  de- 
fensive, buying  shares  in  sectors  of  the 
U.  S.  market  that  are  still  depressed, 
such  as  the  oils  and  the  airlines.  He 
has  also  switched  some  funds  into  mar- 
kets overseas.  Keane  thinks  Europe,  in 
particular,  offers  good  growth  pros- 
pects over  the  next  few  years  as  trade 
and  tariff  barriers  ease  in  the  Europe- 
an Community. 

WHO'LL  WIN  FIRST?  In  the  U.  S.,  Keane 
expects  the  oils  and  the  airlines  to  ben- 
efit strongly  from  an  economic  recov- 
ery. So,  he  has  been  buying  shares  of 
Chevron  and  Royal  Dutch  Petroleum — 
the  majors  that  he  says  are  still  trad- 
ing at  modest  price-earnings  ratios  and 
paying  relatively  attractive  dividends. 
Chevron,  the  largest  oil-and-gas  pro- 
ducer in  the  lower  48  states,  with  huge 
interests  in  chemicals  and  minerals,  is 
trading  at  68,  with  a  p-e  of  12  and  a 
4.8%  dividend  yield.  Royal  Dutch, 
which  owns  60%  of  Royal  Dutch/Shell 
Group,  is  at  84,  with  a  p-e  of  12  and  a 
nifty  5%  dividend  yield. 

Among  the  smaller  oils,  Keane  likes 
Apache,  an  oil-and-gas  independent 
that  explores  the  continental  U.  S., 
both  onshore  and  offshore.  At  15, 
Apache  has  a  p-e  of  21 — high  compared 
with  those  of  Chevron  and  Royal.  But 
Keane  says  Apache  is  an  attractive 
long-term  play  among  independents 
with  huge  oil  and  gas  reserves. 

Among  airlines,  Keane  is  particular- 


GEORGE  KEANE  LIKES  OILS  AND  AIRLINES 


ly  high  on  UAL,  parent  of  United  Air- 
lines. It's  trading  at  150.  He  believes 
UAL  will  climb  as  high  as  200  when  the 
recovery  finally  takes  off. 

Since  foreign  stocks  aren't  easy  for 
individual  investors  to  get,  Keane  rec- 
ommends buying  into  international 
stock  mutual  funds.  He  likes  the  "ex- 
cellent performance  records"  of  T. 
Rowe  Price  International  Stock  Fund, 
managed  by  Flemings'  ace  Martin 
Wade  in  London,  and  Harbor  Interna- 
tional Fund,  managed  by  another  star, 
Haken  Castegren,  in  Boston. 


THIS  S&L  SAYS: 
DAMH  THE  SHORTS 


Savings-and-loans  are  still  very 
much  out  of  favor,  particularly 
those  in  the  depressed  North- 
east. But  DS  Bancor,  the  small  holding 
company  for  Connecticut-based  Derby 
Savings  Bank,  is  an  exception.  Its 
stock  has  been  rising  since  late  Novem- 
ber, from  7  to  14.  What's  the  scoop? 

One  big  investor  says  that  with  the 
cost  of  funds  plummeting  in  the  wake 
of  the  drop  in  interest  rates,  earnings 
should  rebound  sharply  this  year  from 
199rs  depressed  37$  a  share.  Doug 
Dreyer,  an  analyst  at  Advest,  expects 
operating  net  to  jump  to  $1.25  a  share 
in  1992  and  to  about  $2.25  in  1993— in 
line  with  DS'  peak  earnings  of  $2.23  in 
1986,  when  the  stock  was  at  24. 

Some  of  the  shorts  are  already  run- 
ning for  cover.  The  short  position  in 
the  stock  came  to  about  600,000  shares 
in  December — a  big  chunk  of  the  2.5 
million  shares  outstanding.  The  shorts 
had  been  betting  that  New  England's 


weak  economy  would  force  the  bank  to 
stop  paying  dividends.  But  no  such 
luck — for  them.  The  bank  has  contin- 
ued to  pay  a  quarterly  dividend  of  19$. 
And  when  the  FDIC  recjuired  the  bank 
to  write  off  $700,000  in  bad  commercial 
loans,  DS  went  a  step  further — increas- 
ing its  reserves  by  $2  million,  to  some 
$3.8  million.  That  means  there  will  be 
fewer  writedowns  in  the  future,  which 
enhances  the  earnings  outlook,  says 
one  DS  insider. 

Meanwhile,  board  member  Michael 
Daddona,  who  holds  a  9.9%  stake,  is 
seeking  permission  to  raise  his  position 
to  24.97f.  Another  stakeholder  is 
Invesco,  which  owns  9.9%.  One  inves- 
tor has  heard  whispers  that  a  major 
bank  is  interested  in  buying  DS.  How- 
ever, Chairman  Gene  Micci  insists  that 
DS  is  actively  seeking  acquisitions.  "We 
have  the  capital  to  buy  other  banks," 
says  Micci. 


DOUBLE  BLESSIHGS 
AT  HELIX? 


I  very  now  and  then,  a  stock-chart 
maven  gets  excited  about  an  is- 
I  sue  for  reasons  beyond  its  techni- 
cal vigor.  Bob  Nurock,  for  one,  is  hot 
about  Helix  Technology. 

The  company  develops  cryogenic 
(low-temperature)  and  vacuum  technol- 
ogy used  in  making  semiconductors, 
data  storage,  and  information  displays. 
And  technically,  the  stock  "is  a  beau- 
ty," says  Nurock,  publisher  of  Bob 
Nurock's  Advisory  Newsletter.  Now 
at  23,  the  shares  have  broken  out  of 
the  basing  pattern  they  were  in  last 
November,  when  they  traded  at  17. 
And  the  issue  has  "emerged  slowly  to 
its  current  level  on  a  gradual  buildup 
of  volume,"  explains  Nurock. 

But  what  has  kept  Nurock  agog  is 
Helix'  fast  earnings  rise  over  the  past 
six  quarters.  In  part,  that  rise  comes 
from  stricter  cost  controls.  And  if  the 
economy  rebounds,  says  Nurock,  the 
growth  rate  of  semiconductor  manu- 
facturing will  continue  to  expand,  and 
Helix's  earnings  will  accelerate  more. 
He  sees  them  reaching  $1.30  to  $1.35  a 
share  in  1991,  vs.  1990's  48$.  For  1992, 
Nurock  expects  profits  to  climb  to 
$1.70  a  share.  And  he  thinks  the  stock 
is  way  undervalued.  It's  trading  at  a 
p-e  of  13 — far  below  its  peak  p-e  of  33. 

Another  plus:  Helix  pays  an  annual 
dividend  of  76$  a  share — unusually 
lofty  for  a  high-tech  that,  according  to 
Nurock,  spends  5%  of  sales  on  re- 
search and  development.  He  expects 
the  stock  to  double  this  year. 


slANrF 


MATHEMATICS  I 


'WAVELETS'  ARE  CAUSING 
RIPPLES  EVERYWHERE 


Putting  math  to  work  on  smart  weapons,  videophones,  and  more 


As  head  radar  maven  for  Martin 
Marietta  Corp.'s  missiles  division, 
Charles  Stirman  wants  to  trans- 
form today's  "smart"  weapons  into  bud- 
ding Einsteins  that  can  discern  in  an 
instant  the  difference  between,  say,  an 
enemy  troop  carrier  and  an  ambulance. 
The  heart  of  his  task  is  to  find  faster 
and  better  ways  of  interpreting  the 
jumble  of  data  "seen"  by  the  radar 
eyes  of  missiles  and  other  weap- 
ons. That's  why  he  was  intrigued  in 
1990  by  a  scientific  article  about  a 
new  mathematical  theory,  dubbed 
wavelets,  that  could  be  used  to  ana- 
lyze data.  "As  soon  as  I  saw  it," 
recalls  Stirman,  "I  said,  'This  is 
what  we've  been  looking  for.'  " 

After  months  of  testing,  wave- 
lets have  proved  to  be  even  more 
powerful  than  Stirman  imagined. 
Wavelet-based  analyses  of  radar 
signals  require  only  one-tenth  the 
computing  time  of  traditional  tech- 
niques. And  tests  show  that  the 
new  method  can  sharpen  radar's 
ability  to  find  camouflaged  tanks.  Now, 
Martin  Marietta  is  starting  a  project  to 
slip  wavelet  processors  into  actual  mis- 
siles— and  Stirman  thinks  the  company 
has  a  jump  on  its  competition.  "This 
technology  is  so  new,"  he  says,  "not 
many  people  have  heard  of  it." 

They  will.  Wavelets  are  making  a 
splash  among  the  mathematical  cogno- 
scenti. The  technique  could  help  detect 


stealthy  submarines,  provide  cruise  mis- 
siles or  autos  with  detailed  maps,  and 
enable  phone  lines  to  carry  movies  and 
other  video  images  more  efficiently.  Re- 
searchers also  are  enlisting  wavelets  to 
probe  the  human  body  and  solve  compli- 
cated equations  describing  such  phenom- 
ena as  turbulent  air  and  fluid  flows — a 


PHOTOS  CAN  BE  DIGITIZED,  COMPRESSED  TO  A  TINY 
FRACTION  OF  ORIGINAL  SIZE,  AND  RECONSTITUTED 


key  to  predicting  the  weather  or  design- 
ing more  streamlined  jets.  Says  Univer- 
sity of  Colorado  mathematician  Gregory 
Beylkin:  "If  it  works,  the  potential  pay- 
off is  tremendous." 

The  actual  mathematics  involves  for- 
bidding equations,  new  mathematical 
theorems,  and  elaborate  computations. 
But  the  basic  idea  is  simple.  In  the  com- 
puter age,  the  trick  is  to  transform  ev- 


erything from  radar  signals  to  photo- 
graphs into  equations  that  make  it  far 
easier  to  analyze  or  manipulate  the  data. 
Engineers  can  use  equations,  for  exam- 
ple, to  identify  the  most  important  fea- 
tures of  a  picture,  such  as  the  edges 
between  light  and  dark,  then  compress 
the  data  representing  the  image  into  a 
fraction  of  its  original  size.  The  goal:  to 
transmit  this  compressed  representation, 
then  reconstruct  the  image  so  that  it 
looks  identical  to  the  original.  The  tech- 
nique is  key  to  a  variety  of  emerging 
technologies.  For  instance,  "without 
compression,  there's  no  hope  of  trans- 
mitting a  picture  over  a  picture-phone," 
notes  Howard  L.  Resnikoff,  president  of 
Aware  Inc.,  a  Cambridge  (Mass.)  compa- 
ny that  makes  wavelet-based  computer 
chips  for  industrial  use. 

BETTER  WAY.  Turning  information 
into  equations  isn't  a  new  trick.  For 
decades,  scientists  performed  these 
transformations  using  a  method  in- 
vented by  French  mathematician 
Joseph  Fourier  in  1822.  So-called 
Fourier  analysis  represents  every- 
thing from  the  sound  of  a  violin  to 
the  jumble  of  a  radar  echo  as  a 
collection  of  identical  repeating 
waves — in  mathematical  parlance, 
sine  and  cosine  curves. 

But  Fourier  analysis  has  a  hard 
time  representing  signals  with  er- 
ratic patterns,  such  as  speech  or 
seismic  tests.  That's  why  French 
geophysicist  Jean  Morlet  began 
searching  in  the  1980s  for  a  better 
way  to  analyze  the  sound  echoes  used  in 
oil  prospecting.  Tapping  into  esoteric 
mathematical  theories,  he  experimented 
with  equations  that  substituted  individ- 
ual waves — or  wavelets — for  the  endless 
series  of  sine  and  cosine  curves. 

The  idea  was  promising,  and  by  1987 
.\T&T  Bell  Labs  mathematician  Ingrid 
Daubechies  and  others  had  worked  out 
manv  of  the  kinks.  So,  when  Citv  Uni- 
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CATCHING  THE  WAVELET 

A  DAZZLING  THEORY  OF  MATHEMATICS  IS  LEADING  TO  ADVANCES  IN: 


DATA  COMPRESSION 

Wavelets  identify  the  key  features  of  an  image, 
allowing  engineers  to  reconstruct  a  photo  with  only 
a  tiny  fraction  of  the  information  in  the  origina 


SIGNAL  ANALYSIS 

The  new  method  makes  it  easier  for  military 
radar  to  spot  hidden  tanks  or  for  prospectors 
to  find  oil  using  sound  ecfioes 


SCIENTIFIC  CALCULATION  ' 

Wavelets  may  help  decipher  phenomena  such 
as  turbulence-leading,  for  example,  to  improved 
aircraft  designs 


SAMPLE  WAVELET  PACKET 


MEDICAL  IMAGING 

Scientists  are  using  wavelets  to  produce 
magnetic  resonance  pictures  of  the  body  faster 
and  more  accurately 


DATA:  BW 
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SCIENCE  &  TECHNOLOG 


Medical  studies  reveal. . . 


The  earlier  you  use  Rogaine, 

the  better  your 
chances  of  growing  hair. 


"Mv/ia/r  i completely  filled  in.  li 
1 1  was  amazing!  Early  irealmenl.. . 


Rogaine  is  the  only  product  ever 
proven  to  grow  hair.  And  studies 
show  that  using  it  at  the  first  signs 
of  hair  loss  gives  you  the  best 
chance  that  it  will  grow  hair  for  you. 


Wliat  are  the  early  warning 
signs  of  losing  hair? 

Everyone  loses  a  little  hair.  Fifty  to  80  hairs  a  day  is 
normal.  If  you're  losing  more  than  100  hairs  a  day  without 
normal  replacement,  the  first  sign 
will  often  be  thinning  of  the 
"crown"  at  the  top  of  your  scalp. 
See  your  doctor  when  you  first 
notice  it,  because  this  small  bald 
spot  can  grow  larger  over  time. 

Two  million  men  worldwide 
have  tried  Rogaine.  In  yearlong 
clinical  tests  conducted  by  derma- 
tologists at  27  medical  centers 
nationwide,  virtually  half  (48%) 
of  the  men  who  tried  Rogaine  saw 
at  least  moderate  hair  regrowth. 
Thirty-six  percent  had  minimal 
regrowth  and  only  16%  had  no 
regrowth. 

Doctors  also  found  that  it  usu- 
ally takes  4  months  or  more 
before  you  can  begin  to  evaluate 
your  use  of  Rogaine.  Side  effects 
were  minimal:  only  5%  of  the  men 
tested  had  itching  of  the  scalp. 


started  growing  in  under  2  months 
it  works!"  —Jim  Wilets.  30 


"I  may  no!  have  ^toh  /i  any  hair 
after  6  months,  but  most  of  my 
hair's  stopped  falling  out.  I'm 
glad  I  got  to  the  doctor  fast. " 
— Luis  Silva.  20 


Will  Rogaine  work  for  you? 

Only  a  demiatologist  or  another 
doctor  who  treats  hair  loss  can  tell 
you,  so  see  one  soon.  The  sooner 
you  get  your  prescription  for 
Rogaine  (which  is  now  available  in 
an  economical  3-pack),  the  sooner 
you  could  be  growing  hair. 
For  more  information,  a  list  of  doctors  in  your  area  who 
can  help  you,  and  a  certificate  worth  $10  as  an  incentive  to 
visit  your  doctor,  call  the  toll-free  number  below: 

Send  in  the  coupon  or  call 

1 800  753-5559  ext  679 

for  your  $10  certificate.  Soon. 

^  Fill  this  in  now.  Then,  start  to  fill  in  your  hair  loss.  ^ 

Mr  Keith  Barton,  The  Up|ohn  Company 
PO  Box  9040,  Opa  Locka,  Florida  33054-9944 
Dear  Mr.  Barton: 

Please  send  me  a  free  brochure,  full  of  information  on  how  to  treat  my 
hair  loss  with  Rogaine .  And  just  to  make  sure  I  don't  forget  to  go  to  my 
doctor  about  my  hair  loss,  please  send  me  a  list  of  doctors  who  can 
help  me  and  a  certificate  worth  $10  as  an  incentive  to  see  my  doctor 
Thanks. 

Name  


The  prst  Iinu  1        liuir  throwing 
was  at  about  .S  mmuhs .  I  hadn't 
lost  much.  ..fcu;  I'm  not  taking  any 
chances." — Tony  Vila 


Address- 


City/State/Zip- 
Phone  


Upjohn 


 Age. 

DERMATOLOGY 
DIVISION 


USJ-5497  00  679  h  i  mi  The  Upjohn  Company  January   j 

For  a  summmarx  of  product  information,  see  adjoining  page. 


Rogaine 

SOLUTION  ^-^minoxidil  2% 

The  only  product  proven  to  grow  hair. 


The  only  product 
ever  proven  to  grow  hair. 

What  Is  ROGAINE? 

ROGAINE  Topical  Solulion,  discovered  and  made  by  The  Upiorin  Company,  is  a  standardized  topical  (tor  use  only  on  the 
skin)  prescription  medication  proved  elteciive  for  the  long-term  Ifealment  ol  male  pattern  Baldness  ot  the  crown  and  m 
females  lor  ditluse  hair  loss  or  thinning  ol  the  Irontai  areas  ot  the  scalp 

ROGAINE  IS  the  only  topical  solution  of  mmoxidil  Minoxidil  in  lablet  lorm  has  Deen  used  since  1980  to  lower  blood 
pressure  The  use  of  minoxidil  tablets  is  limited  lo  treatmeni  of  patients  with  severe  high  blood  pressure  When  a  high 
enough  dose  m  tablet  lorm  is  used  to  lower  blood  pressure,  cerlain  eflects  that  merit  your  ailention  may  occur  These 
etiects  appear  lo  be  dose  related 

Persons  wtio  use  ROGAINE  Topical  Solution  have  a  low  level  ol  absorption  ol  minoxidil  much  lower  than  that  of  persons 
being  treated  with  minoxidil  tablets  for  higti  blood  pressure  Therefore,  the  likelihood  thai  a  person  using  ROGAINE  Topical 
Solution  will  develop  the  eflects  associated  with  minoxidil  tablets  is  very  small  In  fact,  none  of  these  effects  have  been 
directly  aflnbuted  to  ROGAINE  m  clinical  studies 
How  soon  can  I  expect  results  from  using  ROGAINE? 

Studies  have  shown  ihat  the  response  to  treatment  with  ROGAINE  may  vary  widely 

Some  patients  receiving  ROGAINE  may  see  taster  results  than  others,  others  may  respond  with  a  slower  rate  ot  hair 
growth  You  should  not  expect  visible  growth  in  less  lhan  4  months 
If  I  respond  lo  ROGAINE.  what  will  the  hair  look  like? 

II  you  have  very  little  hair  and  respond  to  treatment,  your  first  hair  growth  may  be  solt,  downy,  colorless  hair  that  is  barely 
visible  After  further  treatment  the  new  hair  should  be  the  same  color  and  thickness  as  the  other  hair  on  youi  scalp  II  you 
start  with  substantial  hair,  the  new  hair  should  be  of  the  same  color  and  thickness  as  the  rest  of  your  hair 
How  long  do  I  need  to  use  ROGAINE? 

ROGAINE  IS  a  treatmeni  nol  a  cure  II  you  respond  to  Ireatmenl,  you  will  need  to  continue  using  ROGAINE  to  maintain  or 
increase  hair  growth  It  you  do  not  begin  to  show  a  response  to  treatment  with  ROGAINE  attef  a  reasonable  period  of  time 
(at  least  4  months  or  more)  yout  doctor  may  advise  you  to  discontinue  using  ROGAINE 
What  happens  if  I  stop  using  ROGAINE?  Will  I  keep  the  new  hair? 

II  you  stop  using  ROGAINE  you  will  probably  shed  the  new  hair  within  a  few  months  alter  slopping  treatment 
What  is  the  dosage  of  ROGAINE? 

You  Should  apply  a  1-mL  dose  of  ROGAINE  two  times  a  day.  once  in  the  morning  and  once  at  night,  before  bedtime 
Each  bottle  should  last  about  30  days  [1  month)  The  applicators  in  each  package  ot  ROGAINE  are  designed  to  let  you 
apply  the  correct  amouni  ot  ROGAINE  with  each  application  Please  refer  to  the  Instructions  lor  Use 
What  If  I  miss  a  dose  or  forget  to  use  ROGAINE? 

II  you  miss  one  or  two  daily  applications  ot  ROGAINE,  you  should  restart  your  twice-daily  application  and  return  to  your 
usual  schedule  You  should  noi  attempt  lo  make  up  for  missed  applications 
Can  I  use  ROGAINE  more  than  twice  a  day?  Will  it  work  faster? 

No  Studies  by  The  Upiohn  Company  have  been  carefully  conducted  to  determine  the  correct  amount  ol  ROGAINE  to  use 
to  obtain  the  most  satisfactory  results  More  frequent  applications  or  use  ot  larger  doses  (more  than  1  ml  twice  a  day)  have 
not  t)een  shown  to  speed  up  the  process  of  hair  growth  and  may  increase  the  possibility  ol  side  effects 
What  are  the  most  common  side  effects  reported  In  clinical  studies  with  ROGAINE? 

Studies  of  palienl5  using  ROGAINE  have  shown  that  the  most  common  adverse  effects  direclly  attributable  to  ROGAINE 
Topical  Solution  were  itchmg  and  other  skin  irniations  of  (he  treated  area  ot  the  scalp  About  7%  of  patients  had  these 
complaints 

Other  Side  effects,  including  iighi-headedness,  dizziness,  and  headaches  were  reported  by  patients  usmg  ROGAINE  or 
placebo  (a  similar  solution  without  the  active  medication) 
What  are  some  of  the  side  effects  people  have  reported? 

The  frequency  ot  side  eltecis  listed  below  was  similar  except  for  dermatologic  reactions,  m  the  groups  using  ROGAINE 
and  placebo  Respiratory  bronchitis,  upper  respiratory  infection,  sinusitis  Dermatologic  irritant  or  allergic  contact 
dermatitis,  eczema  hypertrichosis  local  erythema,  pruritus,  dry  skin/scalp  flaking,  exacerbation  of  hair  loss,  alopecia. 
Gastrointestinal  diarrhea,  nausea  vomiting.  Neurologic  headache,  dizziness  lamtness.  iight-headedness. 
Musculoskeletal  fractures,  back  pam.  tendmilis  Cardiovascular  edema  chest  pain,  blood  pressure  increases/decreases, 
palpitation,  pulse  rate  increases/decreases.  Allergic  nonspecific  allergic  reactions,  hives  allergic  rhinitis  facial  swelling, 
sensitivity.  Special  Senses  coniunctivitis.  ear  infections,  vertigo  visual  disturbances  including  decreased  visual  acuity 
Metabolic-Nutritional  edema,  weight  gam.  Urinary  Tract  urinary  tract  infections,  renal  calculi,  urethritis.  Genital  Tract 
prostatitis,  epididymitis,  sexual  dysfunction  Psychiatric  anxiety  depression,  fatigue  Hematologic  lymphadenopalhy 
thrombocytopenia.  En6ocrinologic 
Individuals  who  are  hypersensitive  lo  minoxidil,  propylene  glycol,  or  ethanoi  must  not  use  ROGAINE 
ROGAINE  Topical  Solution  contains  alcohol,  which  could  cause  burning  or  irritation  ol  the  eyes  mucous  membranes  or 
sensitive  skm  areas  It  ROGAINE  accidentally  gels  mto  these  areas  bathe  the  area  with  large  amounts  of  cool  tap  water 
Contacl  your  doctor  il  irritation  persists 

What  are  the  possible  side  effects  Ihat  could  affect  the  heart  and  circulation  when  using  ROGAINE'' 

Although  serious  side  etfects  have  not  been  attributed  to  ROGAINE  in  clinical  studies,  there  is  a  possibility  lhai  they 
could  occur  because  the  aciive  ingredient  m  ROGAINE  Topical  Solution  is  the  same  as  m  minoxidil  tablets 

Minoxidil  tablets  are  used  lo  treat  high  blood  pressure  Minoxidil  tablets  lower  blood  pressure  by  relaxing  iheartenes.  an 
effect  called  vasodilation  Vasodilation  leads  to  retention  of  fluid  and  increased  head  rate  The  following  e'lects  have 
occurred  in  some  palienls  taking  minoxidil  tablets  for  high  blood  pressure 

Increased  heart  rate  Some  patients  have  reported  -  a  resting  hear!  rate  increased  by  more  than  20  beats  per  minute 
rapid  weight  gam  ol  more  than  5  pounds  or  swelling  ledema)  ol  the  face,  hands,  ankles,  or  stomach  area  difficulty  in 
breathing,  especially  when  lying  down,  a  result  ol  an  increase  m  body  Huids  or  tluid  around  the  heart  worsening  ol  or  new 
onset  ol,  angina  pectoris 

When  ROGAINE  Topical  Solution  is  used  on  normal  skm.  very  little  minoxidil  is  absorbed  and  the  possible  effects 
attributed  to  minoxidil  tablets  are  not  expected  with  the  use  of  ROGAINE  If.  however  you  experience  any  of  the  possible 
side  ettects  listed,  discontinue  use  ot  ROGAINE  and  consult  your  doctor  Presumably  such  eflects  would  be  mosl  likely  if 
greater  absorption  occurred,  e  g  because  ROGAINE  was  used  on  damaged  or  inflamed  skm  or  m  grealer  than  recom- 
mended amounts 

In  animal  studies  minoxidil,  in  doses  higher  lhan  would  be  obtained  from  topical  use  in  people,  has  caused  important 
heart-structure  damage  This  kind  of  damage  has  not  been  seen  m  humans  given  minoxidil  tablets  for  high  blood  pressure 
at  etlective  doses 

What  factors  may  increase  the  risk  of  serious  side  effects  with  ROGAINE? 

Individuals  with  known  or  suspected  underlying  coronary  artery  disease  or  the  presence  of  or  predisposition  to  heart 
failure  would  be  at  particular  risk  if  systemic  effects  (that  is,  increased  heart  rate  or  lluid  retention)  ot  minoxidil  were  to 
occur  Physicians,  and  patients  with  these  kinds  ol  underlying  diseases  should  be  conscious  o'  the  potential  risk  ol 
treatment  it  they  choose  to  use  ROGAINE 

ROGAINE  should  be  applied  only  to  the  scalp  and  should  not  be  used  on  other  parts  of  the  body  because  absorption  ol 
minoxidil  may  be  increased  and  the  risk  ot  side  effects  may  become  greater  You  should  not  use  ROGAINE  if  your  scalp 
becomes  irritated  or  is  sunburned  and  you  should  not  use  it  along  with  olher  topical  treatment  medication  on  your  scalp 
Can  individuals  with  high  blood  pressure  use  ROGAINE? 

Individuals  wiin  hypertension,  including  those  under  ireatmenl  with  antihypertensive  agents  can  use  ROGAINE  but 
should  be  monitored  closely  by  their  doctor  Patients  taking  guanethidine  for  high  blood  pressure  should  not  use 
ROGAINE 

Should  any  precsullons  be  followed? 

Individuals  u'-^mg  ROhAINE  Should  be  monitored  by  their  physician  1  month  after  starting  ROGAINE  and  at  least  every 
6  months  thereattei  OiiLontinue  ROGAINE  if  systemic  eltects  occur 

Do  not  use  it  in  cMijunclion  with  other  topical  agents  such  as  corticosteroids,  retinoids,  petrolatum,  or  agents  that 
enhance  percutaneou  .  dbsurpiion  ROGAINE  is  for  topical  use  only  Each  milliliter  contains  20  mg  minoxidil,  and  accidental 
ingeslion  could  cause  ,i'Kef^,e  systemic  ettects 

No  carcinogenicity  v^l ,  ^n'j;id  with  topical  application  ROGAINE  should  not  be  used  by  pregnant  women  or  by  nursing 
mothers  The  effects  on  i^t-  r  and  delivery  are  not  known  Eflicacy  m  postmenopausal  women  has  not  been  studied 

Pediatric  use  Safety  and   'eciiveness  have  not  been  established  under  age  18 

Caution  Federal  law  prohiu''-.  ^tisDensmg  without  a  prescription  You  must  see  a  doctor  to  receive  a  prescription 
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versity  of  New  York  mathematician 
Louis  Auslander  began  a  stint  at  the 
Defense  Advanced  Research  Projects 
Agency  in  1990,  he  says,  he  "was  willing; 
to  bet  DARPA  dollars  that  this  technology' 
would  fly." 

■  Propelled  by  $4  million  in  darpa  fundS; 
since  1990,  by  companies  such  as  Aware, 
and  by  growing  interest  among  math- 
ematicians, wavelets  have  soared., 
Though  complex,  the  wavelet  equations' 
nevertheless  lend  themselves  to  rapid, 
computer  calculations.  "That's  why  this 
got  off  the  ground  so  fast,"  explains; 
Yale  University  mathematician  Ronald' 
Coifman.  "Otherwise,  it  would  have  just! 
been  a  mathematician's  toy." 
•JIGSAW  PUZZLE.'  Coifman  and  his  Yale 
colleagues  pushed  the  idea  further  with 
a  concept  called  wavelet  packets.  Where 
the  early  work  relied  on  a  single  wavelet 
shape  to  analyze  a  set  of  data,  this 
scheme  picks  from  a  library  of  them. 
"It's  like  pieces  of  a  jigsaw  puzzle,"  he 
says.  "We  try  to  select  the  minimal  col- 
lection of  shapes  that  will  add  together 
to  match  the  image."  Coifman  has  co- 
founded  Fast  Mathematical  Algorithms 
&  Hardware  Corp.  in  Hamden,  Conn.,  to 
produce  wavelet-packet  software  for  a 
variety  of  uses.  Switching  from  tradi- 
tional Fourier  analysis  to  Coifman's 
packets  opens  up  "thousands  and  thou- 
sands of  possibilities,"  says  Martin  Mari- 
etta's Stirman. 

Although  engineers  are  just  beginning 
to  explore  commercial  applications, 
wavelets  are  often  proving  superior  to 
existing  methods.  French  researchers 
have  been  able  to  distinguish  the  click- 
ing noises  of  shrimp  from  nearly  identi- 
cal sounds  of  lobsters,  a  key  "test  for 
submarine-detection  gear.  At  Dartmouth 
College,  mathematician  Dennis  M.  Healy 
Jr.  and  radiologist  John  B.  Weaver  pro- 
duce magnetic-resonance  images  in  one- 
third  the  usual  time  and  with  fewer  : 
false  images  caused  by  pulsating  bloodi 
vessels.  Colorado's  Beylkin  is  developing!; 
algorithms — numerical  schemes — that' 
could  help  solve  many  scientific  prob- ' 
lems  faster.  And  Aware  can  compress  a 
digital  movie  by  a  factor  of  150,  ther;' 
generate  an  image  that  is  nearly  indis-j 
tinguishable  from  the  original.  "A  lot  oi  1 
work  in  academia  doesn't  get  trans- ! 
f erred  to  industry,"  says  Yale  mechani- 
cal engineer  Katepalli  R.  Sreenivasan 
"This  will  almost  certainly  get  there." 

The  ultimate  impact  of  wavelets  still  is 

unclear.  Many  leading  researchers  wor 

ry  that  the  theory  is  becoming  a  bit  toe 

fashionable.  "We  can't  expect  miracles,' 

warns  .AT&T's  Daubechies.  "Wavelets  an 

just  a  tool."  But  if  they  fulfill  even  some 

of  the  high  hopes  mathematicians  anc 

scientists  hold  for  them,  they  could  hel^ 

industry  sail  into  the  next  phase  of  th( 

Information  Age. 

By  John  Carey  in  Washingtot  '"^ 
  3f( 

SCIENCE  &  TECHNOLO' 


Developments  to  Watc 


EDITED  BY  PAMELA  J.  BLACK 


GOING  ON  A  PICNIC? 
REMEMBER  TO  BRING  THE  FRIDGE 


eading  for  the 
beach  on  a  hot  day, 
you  grab  beers  from  the 
fridge  and  toss  them  in 
the  ice  chest.  Soon,  there 
may  be  a  better  way: 
Tai<e  the  fridge  along. 

The  portable  icebox  is 
one  possibility  with  a 
new  technology  that  re- 
places ozone-depleting 
refrigerants  such  as 
CFCs  with  so-called  solid- 
state-complex  com- 
pounds. Tiny  Rocky  Re- 
search of  Boulder  City,  Nev.,  says  its  innovation  may  lead  to  a 
"rapid  freeze"  ihat  makes  ice  cubes  in  three  minutes  or  sys- 
tems that  cool  computer  components  without  a  "cold  room." 

The  technology  rests  on  compounds  made  of  metal  inorganic 
salts  such  as  calcium  chloride.  These  soak  up  gaseous  coolants 
such  as  ammonia  that,  after  the  compound  is  heated,  are 
released  and  evaporate  to  yield  temperatures  as  low  as  -70F. 
Rocky  Research  has  sold  a  licensing  option  to  an  appliance 
company  that  may  develop  portable  minifridges  that  cool  for 
up  to  eight  hours  without  being  plugged  in.  Next,  Rocky  says, 
may  come  deals  with  electronics  makers. 


'TAKING  AN  X-RAY  PICTURE 
OF  OUR  UNIVERSE' 


Subatomic  particles  called  neutrinos  come  from  inside  such 
violent  environments  in  space  as  black  holes,  quasars,  and 
pulsars.  Now,  these  rare,  minute  particles  could  open  a  win- 
dow into  the  great  beyond.  That's  because  physicist  Francis  L. 
Halzen  of  the  University  of  Wisconsin  in  Madison  has  found  a 
way  to  chart  neutrinos  that  "will  be  like  taking  an  X-ray 
picture  of  our  universe." 

In  one  of  three  international  experiments  on  neutrino  detec- 
tion, Halzen's  team  and  one  from  the  University  of  California 
hope  to  turn  the  South  Pole  into  a  telescope  by  lowering 
radiation  detectors  800  meters  into  the  ice.  Since  ice  has  no 
natural  radiation,  it  serves  as  a  better  backdrop  than  water  or 
soil.  The  earth  will  help  filter  out  other  radiation,  which  unlike 
massless  neutrinos,  can't  pass  through  its  core.  Occasionally  a 
neutrino  will  collide  with  an  atom  inside  the  earth  and  turn 
into  a  muon,  a  garden-variety  form  of  radiation.  The  muon  will 
leave  a  trace  of  light  on  the  detectors — which  are  calibrated  in 
billionths  of  a  second  to  reveal  the  path  and  direction  of  the 
neutrino  turned  muon.  Scientists  hope  to  cover  a  square  kilo- 
meter with  detectors. 


rHIS  lUD  RELEASES  HORMONES 
DIRECTLY  INTO  THE  UTERUS 


Finland's  Huhtamaki  group  is  known  for  its  Norplant  con- 
traceptive implant,  which  prevents  conception  for  up  to 
'ive  years.  Now,  it's  using  similar  technology  to  launch  an  lUD 
hat  reduces  the  menstrual  pain  and  bleeding  that  other  lUDs 
vorsen.  This  product  will  enable  the  207'  of  women  who  suffer 
jxcessive  bleeding  and  cramps  to  use  an  lUD.  And  it  could 


widen  the  practice  of  birth  control  in  developing  countries. 

Like  Norplant,  which  was  introduced  to  the  U.  S.  market  a 
year  ago  by  American  Home  Products  Corp.'s  Wyeth-Ayerst 
Laboratories,  the  new  lUD  gradually  releases  the  hormone 
progestin  over  five  years.  This  causes  tissue  on  the  inside  of 
the  uterus  to  atrophy,  dramatically  reducing  menstrual  bleed- 
ing and  pain.  The  new  device  also  has  the  lowest  failure  rate 
of  lUDs  currently  available,  according  to  the  Population  Coun- 
cil in  New  York,  which  helped  develop  the  contraceptive.  "And 
because  the  lUD  is  already  in  the  right  place,  the  hormone 
dosage  is  smaller"  than  that  of  the  pill  or  Norplant,  says  Timo 
Peltola,  president  of  the  $L5  billion  Finnish  conglomerate. 
Huhtamaki  has  already  completed  extensive  field  testing  in 
Scandinavia  and  recently  won  approval  to  market  its  lUD  in 
Finland.  Next,  it  hopes  to  get  the  product  accepted  in  other 
European  countries  and  in  the  U.  S. 


A  PILL  NOBODY  CAN  CHOKE  ON 
—OR  FORGET  TO  TAKE 


lany  people  have  trouble  taking  pills.  They  choke  on 
Ithem,  forget  them,  or  take  too  many.  Now,  a  University 
of  Dayton  researcher,  physiologist  Praphulla  K.  Bajpai,  has 
patented  a  long-term  drug  delivery  system  that  could  help.  His 
capsules,  made  from  calcium  phosphate,  will  slowly  disperse 
drugs  in  the  body  over  a  predetermined  period  of  time.  Most 
similar  systems,  such  as  those  developed  for  steroids,  are 
made  of  plastic  that  must  be  surgically  removed.  But  Bajpai's 
capsules,  which  can  be  as  small  as  half  a  centimeter  to  one 
centimeter  long,  are  gradually  broken  down  and  absorbed  into 
the  body. 

Bajpai  has  successfully  implanted  drug-containing  capsules 
lasting  9  to  12  months  under  the  skin  of  sheep  and  rats. 
Researchers  see  other  potential  uses  for  his  ceramic  capsules, 
such  as  slowly  dispersing  microbes  to  clean  up  oil  spills  or 
releasing  chemicals  such  as  chlorine  into  water. 


ZAPPING  TOXIC  WASTE 
WITH  1.5  MILLION  VOLTS 


Solid  particles  in  haz- 
ardous waste  inter- 
fere with  new  tech- 
niques that  use  ultra- 
violet light,  ozone,  and 
hydrogen  peroxide  to 
treat  such  waste.  Now, 
scientists  have  devel- 
oped a  way  around  that. 
Researchers  at  Los  Ala- 
mos National  Laborato- 
ry, Florida  International 
University,  and  the  Uni- 
versity of  Miami  have 
achieved  this  advance  by 
using  so-called  electron-beam  accelerators. 

The  Los  Alamos  accelerator  emits  an  especially  high  dose  of 
energy — 1.5  million  volts — in  the  form  of  a  pulsed,  rather  than 
constant,  beam  of  electrons.  The  pulsing  separates  the  process 
into  two  phases.  First,  the  electrons  react  with  water  mole- 
cules to  make  highly  reactive  free  radicals.  In  the  second 
phase,  the  free  radicals  oxidize  organic  contaminants  such  as 
carbon  tetrachloride  and  acetone  to  form  harmless  substances 
such  as  carbon  dioxide  and  salt,  according  to  Los  Alamos 
engineer  Garry  Allen.  The  group  is  seeking  funds  for  a  pilot 
plant  and  eventual  commercialization. 
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MICROCHIPS  I 


INTEL  BRACES  FOR  A  CHORUS 
OF  'SEND  IN  THE  CLONES' 


Now,  chipmaker  AMD  is  drawing  a  bead  on  its  486 


It  seems  too  good  to  last.  In  the  slug- 
fest  between  chipmakers  Intel  Corp. 
and  Advanced  Micro  Devices  Inc. 
over  AMD's  microprocessor  clones,  every- 
one is  winning.  Both  companies  sur- 
prised Wall  Street  by  capping  1991  with 
record  fourth-quarter  results.  Both  ex- 
ceeded the  rosiest  earnings  projections, 
thanks  to  soaring  demand  for  the  386 
microprocessors,  the  most  popu- 
lar "brains"  for  personal  comput- 
ers. In  fact,  the  booming  386  busi- 
ness helped  propel  Intel  into  the 
No.  1  spot  among  U.  S.  chip- 
makers.  Its  1991  semiconductor 
revenues  topped  $4  billion,  ahead 
of  an  estimated  $3.9  billion  for 
No.  2  Motorola  Inc. 

Now,  AMD  is  gearing  up  to  grali 
a  chunk  of  the  market  for  Intel's 
newer  486  chip,  the  heart  of  to- 
day's most  powerful  PCs — and  a 
product  line  so  profitable  that  it 
offsets  smaller  margins  on  the 
386.  Nobody  relishes  what  that 
portends  more  than  the  compa- 
nies th;it  build  IBM-compatible 
PCs.  Today,  they're  swimming  in 
386  microprocessors,  and  the 
chips  are  substantially  cheaper 
than  a  year  ago — which  helped 
spur  a  307f'  jump  in  unit  sales,  to 
more  than  11  million  chips.  Credit 
that  in  part  to  the  new  competi- 
tion from  $1.2  billion  AMD:  Intel 
has  accelerated  price  cuts  since 
the  clones  started  shipping  last 
summer,  most  recently  slashing 
386  list  prices  by  35'/.  As  a  result, 
one  version  of  the  Intel386  that 
went  for  $152  last  summer  costs 
$99  today.  And  for  PC  buyers, 
that  means  the  cost  of  com- 
puters with  a  386's  IQ — 
about  what  a  minicomputer 
had  a  few  years  back — will 
soon  slide  below  $1,000. 
'WORKALIKES.'  At  the  end 
of  January,  A.MD  will  make 
what  Chairman  W.  J.  Sand- 
ers III  terms  "a  definitive 
statement"  about  the  Sun- 
nyvale (Calif.)  company's 
plans  to  enter  the  486  mar- 
ket.    Presumably,  this 


means  that  AMD  has  now  developed 
"workalike"  clones  of  Intel's  486  line, 
perhaps  offering  the  same  advantages 
that  AMD's  Am386s  have  over  Intel386s: 
slightly  faster  data  processing  speeds 
for  about  the  same  price,  plus  lower 
power  consumption  to  prolong  battery 
life  in  laptops.  Those  benefits  helped  to 
more  than  double  AMD's  fourth-quarter 
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microprocessor  sales,  to  $146  million,  up 
from  $59  million  in  September.  This 
quarter,  Sanders  expects  AMD  to  do 
"something  north  of  $180  million  in  mi- 
croprocessors." 

Most  of  that  comes  out  of  Intel's  pock- 
ets. Before  AMD  announced  its  386  clone 
last  March,  Intel  had  enjoyed  a  four- 
year  monopoly  on  386  chips — partly  be- 
cause of  a  series  of  lawsuits  against 
AMD  that  slowed  its  clone.  Sanders 
claims  his  company  sold  1.4  million  386 
chips  last  quarter,  grabbing  30%'  of  the 
market.  And  it  snagged  some  top  PC 
makers,  including  Packard  Bell  Electron- 
ics Inc.  and  ast  Research  Inc. 
MORE  MEGAHERTZ.  Intel  is  intent  on 
keeping  AMD  from  doing  as  much  dam- 
age in  486s.  To  upstage  A.MD's  announce- 
ment, Intel  on  Jan.  23  unwrapped  a  bevy 
of  new  Intel486  designs.  The  major  ad- 
vance: faster  speed.  Intel  has  dou- 
bled the  "heartbeat"  of  its  486 
chips — so  the  top-rung  50  million 
cycles  per  second  (megahertz,  or 
MHz)  design  now  runs  at  100 
MHz.  While  that  doesn't  translate 
into  twice  as  much  processing 
power  in  finished  PCs,  says  Intel 
President  Andrew  S.  Grove,  tests 
indicate  that  performance  usually 
jumps  by  about  70%.  At  a  price  of 
$500  per  chip,  compared  with 
$1,000  for  the  early,  far  less  pow- 
erful 486  designs  of  three  years 
ago,  "it's  pretty  compelling,"  says 
Michael  Slater,  editor  of  Micro- 
processor Report,  a  Silicon  Val- 
ley newsletter. 

Intel  also  plans  aggressive 
moves  to  boost  the  386's  price- 
performance  ratio — the  amount 
of  computing  power  for  the  mon- 
ey. By  yearend,  it's  expected  to 
add  a  dozen  more  chip  designs, 
including  newer  "flavors"  of  the 
386  at  both  the  high  and  low  end. 
"We'll  be  filling  all  the  price-per- 
formance points,"  says  Grove. 

But  AMD's  Sanders  promises  to 
dog  Intel's  tracks,  no  matter 
what:  "I  think  we'll  surprise  them 
and  stay  ahead  in  speed."  And  by 
the  end  of  this  year,  assuming 
some  economic  recovery  oc- 
curs  in   the  second  half, 
Sanders   boasts  that  "we 
will  be  outproducing  Intel ' 
in  386s,  with  a  market 
share   of   around  50%." 
Grove's  reaction  to  that? 
No  way. 

Even  if  AMD  does  bite  off 
more  of  the  microprocessor 
market,  Intel  will  soon  play 
its  next  card:  This  summer, 
it  plans   to   introduce  its 
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When  you're  in  the  market 
for  a  personal  computer,  it's 
easy  to  get  lost  in  all  the 
numbers.  But  at  PC  Brand, 
we  only  have  to  give  you 
two.  The  first,  $1695,  is  our  vir- 
tually unbeatable  price  on 
the  PC  Brand  386/SX-20 
Notebook.*  And  the  second, 
1-800-722-7263,  is  the  number 
you  call  to  order  it,  or  any 
of  our  PCs,  up  to  the  powerful 
i486™  EISA. 

Of  course,  if  we  wanted  to, 
we  could  show  you  some 
other  amazing  numbers  on 
our  Notebook.  Numbers  like 
2MB  RAM,  expandable  to 
16MB,  a  40MB  hard  drive, 
1.44MB  3.5"  floppy,  and  a  9" 
non-glare  VGA  screen  with  32 
(count  'em)  gray  shades.  And 
finally,  8.6"D  x  11"L  x  2,1"H 
(its  dimensions),  7.2  lbs.  (its 
weight),  numbers  that  mean  it 
can  go  just  about  anywhere. 


So  if  you're  interested  in 
ordering,  just  call  our,  you 
guessed  it,  toll-free  number 
We'll  tell  you  about  our  1-year 
limited  warranty,  30-day  no 
questions  asked  money  back 
guarantee,  and  unlimited  toll- 
free  technical  support.  We'll 
also  introduce  you  to  some 
personal  computers  that  set 
industry  standards  in  price, 
quality,  and  support.  Actually, 
they  do  it  a  number  of  ways. 
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THIS  COULD  PUT  STORAGETEK 
INTO  OVERDRIVE 


Its  disk-drive  array  saves  mainframe  data  cheaply  and  reliably 


ack  in  the  1960.s  and  1970s,  when 
.companies  wanted  to  sell  disk  and 
tape  drives  to  IBM-mainframe  cus- 
tomers, the  strategy  was  simple:  Show 
that  the  lower-priced  replacement  did 
just  what  IBM's  did — preferably  in  identi- 
cal fashion — only  better.  Back 
then,  companies  such  as  Stor- 
age Technology  didn't  dare 
deviate  too  far  from  Big 
Blue's  path. 

Not  anymore.  On  Jan.  28, 
Storage  Technology  Corp. 
plans  to  launch  a  data-storage 
system  that  does  everything 
IBM's  big  3390  disk  drives  do 
and  more,  yet  in  an  entirely 
different  manner.  IB.M's 
drives,  while  technically  im- 
pressive, are  essentially  just 
advanced  versions  of  the 
"Winchester"  design  that  Big 
Blue  pioneered  in  1973.  Rath- 
er than  mimic  the  3390,  a  pro- 
hibitively costly  tack  at  this 
point,  StorageTek  aims  to  get 
superior  results  by  chaining 
together  scores  of  5 '/4 -inch 
Hewlett-Packard  drives  under 
the  control  of  a  specially  pro- 
grammed computer.  IB.M  is  ex- 
pected to  sell  a  similar  "disk 
array"  in  about  two  years, 
Init  many  customers  won't 
wait,  says  StorageTek  Chairman  Ryal  R. 
Poppa  (pronounced  "poppy"):  "They're 
more  sophisticated.  They're  willing  to 
try  new  things." 

JUKEBOX  LIBRARY.  The  StorageTek  .sys- 
tem, code-named  Iceberg  for  the  unheal- 
ed building  where  it  originated,  could 
accelerate  the  comeback  the  $1.7  billion 
company  has  made  since  emerging  from 
Chapter  11  reorganization  in  1987.  After 
impoverishing  itself  in  a  failed  attempt 
to  clone  an  entire  IBM  mainframe,  the 
company  has  bounced  back  with  an  auto- 
mated tape  library.  The  jukebox-like  de- 
vice uses  a  robot  arm  to  retrieve  tape 
cassettes  storing  older  files,  such  as  last 
year's  invoices.  Because  IBM  still  has 
nothing  similar  to  sell,  StorageTek  has 
won  907'  of  that  $1  billion-plus  market. 

Market  analysts  say  Iceberg  should 
give  StorageTek  a  good  chance  of  boost- 
ing its  share  of  the  $10-billion  main- 


frame-disk market  from  under  27  to 
well  over  107-  by  1994.  Anticipation  has 
already  driven  its  stock  up  a  slope  al- 
most as  steep  as  the  mountains  just 
west  of  its  Louisville  (Colo.)  headquar- 
ters (chart).  Securities  analysts  such  as 


POPPA:  IBM 
WfON'T  HAVE 
ANYTHING  LIKE 
KEBERGFOR 


Soundview  Financial  Group's  Stephen 
Cohen  predict  "tremendous"  demand 
when  Iceberg  shipments  begin  around 
midyear.  Says  Poppa:  "We've  caught  the 
imagination  of  the  industry." 

And  not  by  accident.  For  more  than  a 
year,  Popi)a  and  other  ex- 
ecutives have  been  talking 
up  Iceberg  to  some  1,200 
tape-library  customers. 
The  company  even  leased 
a  Falcon  jet,  dubbed  ciO 
Express,  just  to  ferry 
chief  information  officers 
to  Louisville.  StorageTek 
"will  do  beautifully"  with 
Iceberg,  says  James  R. 
Porter,  president  of  Disk/ 
Trend  Inc.,  a  Mountain 
View  (Calif.)  industry 
watcher.  "The  only  ques- 
tion is:  'How  long  will  it 


INVESTORS  ARE 
HOT  FOR  ICEBERG 


50- 


30- 


SrORAGE 
TECHNOLOGY 

CIOSING  PRICE 


0  I  I  I  I  I  I  I  I  I  J  I  [  I  I  I  I  I  I  I  I  I 


DEC.  20, ■91 
▲  DOIURS 

DATA  BRIDGE  INFORMATION  SYSTEMS  INC 


take  IBM  to  get  its  act  together?' 

The  disk-array  concept,  based  on  a 
tightly  regimented  gang  of  small,  cheap 
disk  drives,  has  been  gestating  for  al- 
most a  decade.  Array  products  are  al 
ready  available  for  mini-  and  supercom- 
puters, and  several  dozen  variations  are 
under  development  in  the  U.  S.  and  Ja- 
pan. "It's  the  coming  thing,"  says  Por- 
ter. But  Iceberg,  controlled  by  its  own 
mainframe-caliber  computer,  aims  to  be 
the  most  sophisticated  array  yet. 
EASY  BACKUP.  Its  main  appeal  won't  be 
simply  cost,  says  Poppa,  though  at  $7  to 
$9  per  megabyte,  the  $700,000-and-up 
machine  should  beat  the  $11  per  meg  of 
IBM's  3390s.  Instead,  StorageTek  is  em- 
phasizing its  unprecedented  reliability — 
a  major  draw  for  customers 
such  as  airlines  and  banks 
that  depend  on  mainframes  24 
hours  a  day.  By  spreading 
data  over  as  many  as  128  disk 
drives,  each  storing  1,600  me 
gabytes,  Iceberg  is  designed 
to  be  virtually  immune  to  the 
infrequent  but  inevitable  fail 
ure  of  its  individual  drives.  A 
drive  can  fail,  but  the  data  is 
safe.  In  addition,  Iceberg  at 
lows  data  centers  to  make 
backup  copies  of  their  "live' 
files  more  frequently,  without 
interrupting  ongoing  work 
Conventional  disk  setups  re- 
quire hours  of  computer  time 
to  make  daily  backups. 

StorageTek's  main  risk,  say 
analysts,  is  that  Iceberg  won't 
live  up  to  its  hype.  No  compa 
ny  has  ever  built  a  disk  array 
this  complex  for  commercial 
work.  Poppa  says  IBM  sales 
people,  lacking  anything  com- 
parable, have  been  trying  to 
"spread  FUD" — industry  slang 
for  fear,  uncertainty,  and  doubt — for  18 
months.  StorageTek  recently  decided  on 
three  more  months  of  testing  to  make 
sure  it  doesn't  ship  a  lemon,  as  it  did 
eight  years  ago  when  it  cloned  IBM's 
3380  disk  drive — a  move  that  pushed  it 
toward  bankruptcy. 

Even  with  the  delay,  an 
alysts  predict  shipment: 
of  as  many  as  150  units 
this  year.  Next  year, 
StorageTek  executive 
says  shipments  will  dou 
ble  every  quarter,  reach 
ing  some  3,000  a  year  bj 
the  end  of  1994.  At  thai 
rate.  Iceberg  will  be  mak 
ing  a  lot  of  lettuce. 

By  John  W.  Verit 
in  New  York,  with  Sandn 
D.  Atchison  in  Louisville 
Colo. 
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Investing 


ACCOUNTS  THAT 
DO  IT  ALL 


With  interest  rates 
falling  to  their  low- 
est levels  in  de- 
cades, millions  of  savers  have 
been  jolted  out  of  their  iner- 
tia. Once  content  to  park  mon- 
ey in  bank  certificates  of  de- 
posit, they  are  now  open  to 
alternatives  that  can  give 
them  more  services  and  better 
rates  of  return.  This  awaken- 
ing has  not  escaped  the  notice 
of  retail  brokerage  firms.  And 
as  they  first  did  in  the  late 
1970s,  they  are  using  asset- 
management  accounts  as  the 
weapon  of  choice  in  luring 
customers  away  from  banks. 

The  basic  asset-manage- 
ment account  has  a  checking, 
securities,  and  money-market- 
fund  account  all  rolled  into 
one.  "We  allow  you  to  put  a 
lot  of  assets  into  one  pot," 
says  Gerald  Cremins,  director 
of  asset-accumulation  services 
at  Merrill  Lynch. 

With  the  market  so  compet- 
itive, brokerage  firms  are 


adding  enhancements  to  make 
their  products  more  attrac- 
tive. Shearson  Lehman  Broth- 
ers, for  example,  is  about  to 
relaunch  its  Financial  Man- 
agement Account  (F.M.^)  with 
such  new  features  as  an  auto- 
mated-teller-machine card  and 
automatic  funds  transfer  be- 
tween Shearson  and  your 
bank  of  choice.  PaineWebber 
is  starting  an  investing  maga- 
zine for  its  Resource  Manage- 
ment Account  customers.  And 
Merrill  Lynch,  whose  Cash 
Management  Account  (CMA)  is 
the  granddaddy  of  these  prod- 
ucts, is  now  allowing  you  to 
link  your  CMA  to  your  individ- 
ual retirement  and  trust  ac- 
counts and  to  other  family 
members'  C'MAs.  "Competition 
has  resulted  in  better  overall 
yields,  better  access  to  funds, 
and  more  services  among 
these  accounts.  All  of  this  has 
been  extremely  beneficial  to 
individual  investors,"  says 
John  Markese,  director  of  re- 


search, American  Association 
of  Individual  Investors  (AAII). 
PRIVATE  INSURANCE.  Broker- 
ages have  even  strengthened 
their  account  safety  nets  to 
ease  the  jitters  of  bank  cus- 
tomers nervous  about  giving 
up  the  security  of  federal  de- 
posit insurance.  Many  provide 
private  insurance  on  top  of 
the  $500,000  per  brokerage  ac- 
count in  securities  and  cash 


ASSET-MANAGEMENT  ACCOUNTS 


Annual  fee 

Minimum  cash, 
securities 

Credit/ 
Debit  card 

Fund  choices 

ATM  access 

DEAN  WIHER 

Active  Assets  Account 

$80 

$10,000 

Visa  debit 

5 

Visa, 
Plus 

FIDELITY 

Ultra  Service  Account 

$5 /month 
$25  one  time 

$25,000 

Master  Cord,  Visa  Gold 
credit  ($24  annual  fee) 

6 

Plus 

CITICORP 

Focus 

$125 

$10,000 

Citi  Master  Card, 
Visa  Gold  debit 

4 

Cirrus 

KIDDER,  mSODY 

Premium  Account 

$90 

$25,000 

Visa  Gold 
debit 

7 

Visa 

MERRILL  LYNCH 

Cash  Management  Account 

$100 

$20,000 

Visa  debit  and /or  Visa 
Gold  ($25  annual  fee) 

13 

Visa,  Plus, 
Exchange 

PAINEWEBBER 

Resource  Management  Account 

$100 

$10,000 

Master  Card 
debit 

5 

Mosfer 
Teller,  Plus 

PRUDENTIAL  SECURITIES 

Command  Account 

$75 

$15,000 

Visa  debit 

7 

Visa, 
Plus 

CHARLES  SCHWAB 

Schwab  One  Asset  Management 

None 

$5,000 

Visa  debit 

2 

None 

SHEARSON  LEHMAN  SROS. 

Financial  Management  Account 

$100 

$10,000 

AmEx  Gold 
charge  card 

5 

Plus,  NYCE, 
Exchange 

coverage  from  the  quasi-pub- 
lic Securities  Investor  Protec- 
tion Corp.  For  example,  Dean 
Witter's  Active  Asset  Account 
customers  get  free  extra  cov- 
erage of  up  to  $25  million  on 
their  account.  Merrill  also  of- 
fers the  option  of  holding  as- 
sets in  an  FDIC-insured  sav- 
ings account  instead  of  a 
money-market  fund. 
The  biggest  selling  point  of 
asset-management  ac- 
counts, which  are  also 
offered  by  many  region- 
al banks  and  broker- 
ages, is  the  same  as  it 
always  was:  conve- 
nience. For  a  fee  of  up 
to  $125  a  year,  you  get 
one  consolidated  state- 
ment every  month  that 
combines  your  broker- 
age activity,  credit-card 
charges,  and  money- 
market-fund  holdings. 

Asset-management 
accounts  also  make 
your  money  work  more 
efficiently  because  you 
can  easily  shift  funds 
between  the  money- 
market  account  and 
stocks  and  bonds.  Any 
cash  that  accumulates 
from  dividends,  interest, 
and  securities  sales  gets 
automatically  invested 
in  the  money-market  ac- 
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jnt.  And  according  to  ami's 
irkese,  brokerage  money- 
irket  funds  frequently  have 
tter  yields  than  bank  mon- 
funds. 

Roth  full-service  and  dis- 
unt  brokers  offer  asset- 
magement  accounts,  but 
ly  the  full-service  firms  as- 
;n  each  customer  a  broker, 
eir  hope  is  that  the  broker 
II  develop  a  close  enough 
ationship  to  sell  the  cus- 
ner  other  investment  prod- 
ts.  And  while  discount  bro- 
rs'  asset-management 
counts  are  generally  cheap- 
— Schwab's  is  free — they 
n't  usually  offer  as  many 
atures  as,  say,  Merrill's 
:a.  Schwab,  for  example, 
s  no  ATM  access  and  just 

0  money  fund  choices.  Of 
arse,  at  Merrill,  customers 
y  full  commission  rates  on 
)ck  trades  while  Schwab's 
3  discounted. 

You  should  consider  a  num- 
r  of  features  when  choos- 

1  an  asset-management  ac- 
unt.  Among  them: 
Minimum.  The  amount  you 
ed  to  open  an  account 
nges  from  $5,000  for 
hwab  One  Asset  Manage- 
;nt  account  to  $20,000  for 
jrrill's  CMA.  Ask  whether 
u  must  alw£.ys  maintain 
at  balance  or  whether  you 


are  allowed  to  fall  below  it. 
■  Annual  fee.  It  ranges  from 
no  fee  for  the  basic  Fidelity- 
Plus  to  $125  for  Merrill's  CMA 
with  a  Visa  Gold  Card.  Merrill 
also  has  a  Capital  Builder  Ac- 
count for  $65  a  year  that  has 
a  $5,000  minimum  and  offers 
only  one  money  fund  and 
three  free  checks  a  month. 


Brokerages  have 
added  stronger 
insurance  safety  nets 


■  Debit  or  credit  card.  Find  out 
if  the  account  offers  a  credit 
or  a  debit  card.  When  you 
make  a  purchase  with  most 
debit  cards,  the  amount  is  de- 
ducted immediately  from  your 
account.  With  Merrill's  CMA, 
for  an  extra  $25,  purchases 
made  with  the  Visa  Gold  Card 
are  not  debited  until  the  end 
of  the  month.  Shearson's  FMA 
is  the  only  one  to  offer  an 
American  Express  Gold 
charge  card. 

■  Sweep  features.  How  fre- 
quently are  unused  balances 
deposited  into  a  designated 
money-market  fund?  Dean 
Witter  sweeps  every  dollar 
daily,   while   Merrill  sweeps 


amounts  over  $1,000  daily  and 
amounts  under  $1,000  weekly. 

■  Statement.  Take  a  look  at 
the  monthly  statement  and 
see  whether  it  is  easy  to  read. 
Note  the  level  of  detail  pro- 
vided. PaineWebber  tells  you 
when  you  bought  each  stock, 
what  you  paid  for  it,  and  what 
your  unrealized  gains  or 
losses  are.  At  Merrill,  clients 
with  about  $500,000  in  their 
CMA  receive  a  more  sophisti- 
cated statement  that  shows, 
for  example,  that  9'/'  of  your 
total  assets  are  in  money-mar- 
ket funds  and  6'/  are  in  gov- 
ernment securities. 

■  Mutual  funds.  PaineWebber 
offers  a  choice  of  five;  Mer- 
rill's CMA  has  13.  Dean  Wit- 
ter's  Active  Asset  Account  of- 
fers money-market,  tax-free, 
and  government  securities 
funds,  plus  one  that  is  insured 
by  the  FDIC. 

■  Checking.  Most  accounts  of- 
fer free  checking,  but  usually 
you  pay  for  the  checks.  Find 
out  whether  you  receive  can- 
celed checks.  Merrill  gives 
you  copies  of  15  canceled 
checks  a  year,  but  charges  $3 
apiece  thereafter.  Find  out  if 
there  is  any  minimum  on  the 
amount  you  can  write  a  check 
for  and  what  the  extra  costs 
are,  say,  for  checks  returned 
for  insufficient  funds. 


■  Check  coding.  Some  accounts 
let  you  set  up  categories,  such 
as  tax-deductible  or  entertain- 
ment. You  then  write  a  code 
letter  on  each  check,  and  at 
the  end  of  the  year,  you  re- 
ceive a  summary  l:)y  category. 

■  Customer  service.  Is  there  an 
800  number,  and  what  ser- 
vices are  offered?  Merrill  has 
many  800  numbers,  including 
ones  for  cash  machine  loca- 
tions and  for  transferring 
funds. 

■  ATM  access.  Which  cash  ma- 
chine networks,  if  any,  do  you 
have  access  to,  and  how  many 
machines  will  accept  your 
card?  Merrill  has  98,000  ATMs 
worldwide.  Also,  is  there  a 
charge  for  ATM  withdrawals? 
Merrill  charges  $1  for  each 
one. 

Eventually,  brokerage 
firms  may  increase  the  re- 
quired minimum  because 
small  accounts  are  not  profit- 
able, says  AAll's  Markese. 
But  with  interest  rates  ex- 
pected to  stay  low  for  a  few 
months  and  the  stock  market 
hot,  competition  among  bro- 
kerages for  customers'  dol- 
lars will  remain  intense.  That 
means  the  fees  and  features 
of  some  asset-management 
accounts  could  get  sweeter. 
In  this  market,  it  pays  to  shop 
around.      Leah  Nathans  Spiro 
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Personal  Business 


Travel 


TOO  SICK  TO 
FLY?  SORRY, 
NO  REFUNDS 

When  Gail  Sieg's  i 
daughter  came 
down  with  the  flu 
in  1990,  KSAir  allowed  her  to 
change  the  dates  of  four  non- 
refundable Pittsburgh-to-San 
Francisco  tickets  at  no 
charge.  And  last  July,  when 
the  suburban  Pittsburgh 
mother  of  two  became  ill, 
USAir  gave  her  husband  a  full 
refund  on  a  discount  ticket  to 
Frankfurt.  "USAir  has  been 
wonderful  in  understanding 
that  illness  is  something  be- 
yond our  control,"  says  Sieg. 

No  more.  USAir  has  quietly 
scrapped  its  policy  allowing 
free  changes  or  full  refunds 
for  discount  travelers  with  a 
doctor's  note.  Now,  passen- 
gers who  cancel  because  of 
their  own  or  another  travel- 
er's illness  can  only  apply  a 
nonrefundable  fare  to  another 
ticket,  minus  a  $75  charge. 


With  companies  slash- 
ing costs  left  and 
right,  a  handy — and  timely — 
way  to  find  investment-wor- 
thy companies  is  to  look  for 
those  that  have  lowered  their 
breakeven  points.  That's  be- 
cause efficiency  gains  at 
companies  that  have  pared 
fixed  costs  as  well  as  vari- 
able ones  should  be  deep  and 
lasting.  The  company  should 
get  a  bigger  earnings  boost 
than  most  if  the  economy  re- 
covers this  year — and  still 
make  money  at  lower  sales 
volumes  if  it  doesn't. 

How  can  you  sniff  out 
such  stocks?  A  few  compa- 
nies, such  as  Chrysler,  dis- 
cuss their  breakeven  points 
publicly.  Jean-Marie  Eveil- 
lard,  manager  of  SoGen  In- 
ternational Fund,  also  looks 
to  see  if  direct,  general,  and 
administrative  expenses  are 
declining  as  a  percentage  of 
sales.  In  a  recession,  he 
checks  for  improving  mar- 
gins despite  declining  sales. 
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Holders  of  partially  refund- 
able tickets  pay  $10  to  $50. 

While  USAir  is  the  first  ma- 
jor U.  S.  carrier  to  tighten  re- 
strictions significantly  on  ill- 
ness waivers,  many  in  the 
travel  industry  doubt  it  will 
be  the  last.  "The  fewer  the 
airlines,  the  greater  the  re- 
strictions will  be,"  says  Don- 
na Musselman  of  Pittsburgh's 
Fortune  Travel. 

Ironically,  USAir's  ditching 
of  medical  waivers  was  part 
of  a  broader  liberalization  of 
its  ticket  restrictions.  Now, 


One  stock  that  Eveillard 
likes  is  Baldwin  Piano  &  Or- 
gan. Since  acquiring  rival 
Wurlitzer  in  1988,  Baldwin 
has  consolidated  production 


WHERE  BREAKEVEN 
POINTS  ARE  LOW 


Company 

Jan 

Share  price 

.  20,  1992 

P/E  ratio* 

AMAX 

21 

47 

BALDWIN 
PIANO 

93/4 

8 

CHRYSLER 

14 

NA** 

REYNOLDS 
METALS 

57V2 

20 

RYDER 
SYSTEM 

23V2 

30 

*1991  earnings  estimates 
**No  earnings  in  1991 
DATA:  ZACKS  INVESTMENT  RESEARCH;  BW 


anyone  changing  or  canceling 
a  nonrefundable  'ticket  pays 
the  service  charges  regard- 
less of  reason.  That's  great 
for  travelers  who  just  change 
their  minds — they  previously 
lost  most  or  all  of  their  mon- 
ey— but  a  pain  for  people  who 
get  sick.  "Before,  we  spent  a 
lot  of  time  determining  what 
was  legitimate  illness  and 
what  wasn't,"  says  USAir 
spokeswoman  Susan  Young. 

Still,  USAir's  policy  looks  le- 
nient compared  with  those  of 
some  foreign  carriers.  If  you 


and  paid  down  debt.  With 
the  recession  and  Asian  com- 
petition clobbering  U.  S. 
acoustic-piano  sales,  Bal- 
dwin's sales  slid  10.2%,  to 
$105.8  million  for  the  12 
months  ended  last  Sept.  30. 
Yet  because  of  its  cost-cut- 
ting, Baldwin's  net  earnings 
climbed  60%,  to  $3.9  million 
during  the  period.  Eveillard 
agrees  with  Baldwin  Chair- 
man R.  S.  Harrison,  who 
says:  "If  sales  turn  around 
in  even  a  moderate  way, 
there  will  be  a  real  impact  on 
our  earnings." 

Companies  that  have  in- 
vested in  more  efficient  pro- 
duction are  also  a  good  bet. 
Fidelity  Investments  Portfo- 
lio Manager  Richard  Mace 


select  the  lowest  fares  on  Sa- 
bena  or  SAS,  simply  being  ill 
won't  get  your  money  back — 
you  have  to  be  hospitalized. 
British  Airways  gives  no  re- 
funds for  health  on  its  lowest 
fares.  U.  S.  airlines  such  as 
United,  on  the  other  hand,  of- 
fer the  same  illness  waivers 
on  foreign  and  domestic 
flights.  So  do  your  homework 
before  choosing  a  carrier. 
FAMILY  AFFAIR.  Even  if  you 
stay  healthy,  you  may  not  get 
a  refund  if  a  loved  one  at 
home  falls  ill.  Most  U.  S.  car- 
riers allow  medical  waivers 
for  family  members  as  distant 
as  a  mother-in-law.  But  with 
foreign  airlines  the  ill  relative 
usually  must  be  a  spouse  or 
immediate  family  member. 

It's  also  tricky  when  travel- 
ing companions  are  unmarried 
couples  or  business  asso- 
ciates. Southwest  and  most 
foreign  carriers  don't  specifi- 
cally allow  refunds  if  one  per- 
son gets  sick  and  the  other 
must  cancel,  too.  So  you'll 
have  to  plead  your  case  with 
the  customer  service  depart- 
ment. Airlines  will  make  ex- 
ceptions— especially  if  you  or 
your  company  give  them  lots 
of  business.  Jim  Ellis 


notes  that  Amax  and  Reyn- 
olds Metals  are  profitable 
even  with  aluminum  prices 
at  a  stingy  50$  per  pound — 
while  the  average  company 
needs  60<t  to  break  even. 
Amax  and  Reynolds  do  bet- 
ter because  both  have  invest- 
ed heavily  in  new  smelters. 
WAITING  GAME.  Of  course, 
other  factors  can  wipe  out 
cost-cutting  benefits.  For  in- 
stance, Chrysler  is  close  to 
being  the  low-cost  producer 
among  the  Big  Three,  but 
discounting  has  eaten  up 
cost-cutting  gains,  contribut- 
ing to  1991  losses  at  the 
No.  3  auto  maker.  Still,  some 
investors  are  buying  shares 
on  the  theory  that  Chrysler 
will  benefit  most  if  an  auto 
turnaround  comes  soon. 

Whatever  a  company's  sit- 
uation, breakeven-point  anal- 
ysis can  be  valuable.  Any 
company  that  has  lowered 
fundamental  costs  during 
hard  times  merits  a  closer 
look.  Thane  Peterson 
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Smart  Money 


LOTS  OF  COMPANIES  ARE  LEAN, 
BUT  WHICH  ARE  MEAN? 


You  know  where  you  stand.  Your  finances  are  under  control. 
With  no  revolving  credit  on  bankcards.  No  more  interest  charge  "surprises." 
You  take  a  different  view.  You're  happy 


The  Card. 
The  American  Express"  Card. 

Call  1-800-THE  CARD,  to  apply. 


ersonal  Business 


Leisure 

BACK  TO  NATURE 
IN  BELIZE 


TWO  youiif?  Swedes,  Lars 
and  Alike,  were  lookinj^ 
for  a  sunny  spot  in  the 
Caribbean.  But  the  only  flight 
they  cuuld  find  from  Houston 
with  seats  available  was  to 
Belize— a  place  they  had  nev- 
er heard  of.  A  day  later, 
511  oiling  along  the  sole — un- 
paved — street  in  Caye  Caulk- 
er, a  tiny  snorkeling  resort, 
Lai  s  was  struggling  to  orient 
himself.  "Who  does  this  be- 
long to,"  he  asked,  surveying 
the  palm  trees  and  wooden 
houses  on  stilts,  "Guatemala 
or  Mexico?" 

Neither.  Belize,  formerly 
Briti.^h  Honduras,  is  an  inde- 
pendent, English-speaking 
country  in  Central  America.  It 
has  none  of  the  high-rise  ho- 
tels of  Cancun,  none  of  the 
casinos  of  Nassau.  In  fact, 
Belize  has  little  development 
at  all.  What  it  does  have  is 
lots  of  jungle  and  coral  reefs. 

And  that's  what  Belize  is 
selling.  In  these  days  of  reces- 
sion and  ecological  aware- 


It  takes  a  traveler 
with  a  taste  for  the 
outback.  Continental, 
American,  Taca,  and 
Tan  Sasha  airlines 
offer  flights  from 
Houston,  New  Or- 
leans, or  Miami  into 
Belize  City,  a  swel- 
tering port  alive  with 
the  sounds  of  Creole 
English.  With  its  di- 
lapidated clapboard 
shacks  and  drainage 
canals,  Belize  City  is 
the  kind  of  enclave 
where  a  Graham 
Greene  character 
might  drink  away 
the  hours.  ,  ^  .-m, 

If  so,  he  could  do  "  '5^1^^ 
worse  than  trv  Be-  [— "a^^^is^^^ 


ECOTOURIST  DRAWS: 
A  HOWLER  MONKEY 
AND  PRISTINE  FALLS 


lize's  tasty  Belikin  beer,  ac- 
companied by  stewed  sea  tur- 
tle, red  snapper,  lobster,  or 
gibnut  (a  savory  rodent). 
Lunch  at  Macy's  Cafe  goes 
for  about  $5.  Four  Fort 
Street,  housed  in  a  Nantuck- 
et-stvle  mansion,  transforms 


ROUGHING  IT:  A  CENTRAL  AMERICAN  ENCLAVE  FREE  OF  HIGH  RISES 


ness,  Belizeans  are  betting 
that  many  tourists  will  choose 
to  rough  ii  on  the  cheap,  trek- 
king out  to  see  howler  mon- 
keys in  a  rain  forest  or  non- 
chalant sharks  off  the  coral 
reels.  With  only  200,000  peo- 
ple in  a  country  the  size  of 
Massachusetts,  Belize  has 
plenty  of  nature  to  explore. 


the  native  fare  into  haute  cui- 
sine. Entrees  start  at  $14. 

Many  tourists  skip  the 
funky  port  and  bolt  straight 
from  the  airport  to  San  Pedro, 
a  snorkeling  haven  on  Amber- 
gris Caye.  A  L5-minute,  $15 
flight  from  Belize  City,  San 
Pedro  is  Belize's  only  devel- 
oped resort.  With  little  of  the 


razzmatazz  of  Cancun  or  Aca- 
pulco,  it  has  comfortable  ho- 
tels, such  as  the  Sun  Breeze 
and  San  Pedro  Holiday. 

Comforts  aside,  the  real 
reason  to  visit  San  Pedro  is  to 
snorkel  around  Belize's  mag- 
nificent coral  reefs.  Just  rent 
some  gear  and  go  down  to  the 
docks.  Boaters  will  take  you 
to  the  reefs  for  $5  to  $7  per 
person.  The  Hoi  Chan  Marine 
Reserve  is  close  by.  But  too 
many  snorkelers  have  stirred 
up  the  sand  there,  killing  the 
once-colorful  reef,  and  turn- 
ing the  seascape  into  some- 
thing resembling  the  West 
Texas  desert. 

SAN  SIMIAN.  Caye  Caulker, 
smaller  than  San  Pedro,  is  a 
one-hour  water-taxi  ride  from 
Belize  City.  Popular  with  the 
Euro-backpack  crowd,  it  has 
only  the  basics:  $10-a-night 
hotels,  fried-fish  restaurants, 
and  dozens  of  unspoiled  reefs. 

While  many  tourists  visit 
Belize  for  the  snorkeling,  a 
growing  number  are  ventur- 
ing inland  to  the  rain  forest. 
One  of  the  most  popular  desti- 
nations is  the  howler  monkey 
sanctuary  in  Bermudian 
Landing.  There,  more  than 
1,000  monkeys  swing  through 
the  jungle  canopies,  chatter- 
ing noisily.  Unfortunately, 


when  I  tried  to  visit 
it  in  December,  the 
road  had  been 
washed  out. 

A  cushier  spot  is 
Chan  Chich.  Built 
near  an  ancient  Ma- 
yan complex,  Chan 
Chich  has  12  com- 
fortable bungalows, 
an  airstrip,  and  a 
four-star  restaurant. 
Lodging  costs  $80  a 
night.  By  day,  tour- 
ists can  hike  through 
the  jungle  in  search 
of  loucans,  jaguars, 
j  and  monkeys. 

All  kinds  of  entre- 
preneurs offer  river 
trips  to  Mayan  ruins,  visits  to 
what's  called  the  world's  only 
jaguar  preserve,  and  more. 
U.  S.  travel  agencies  can  ar- 
range trips.  You  can  also  get 
information  from  the  Belize 
Tourist  Board  (011-501-2- 
77213)  and  the  Belize  Audu- 
bon Society  (011-501-2-77369). 

Tourists  who  want  to  im-i 
provise  should  visit  Mom's 
Restaurant  on  Handyside 
Street  in  Belize  City,  a  clear- 
inghouse for  tours  and  jungle 
forays.  They  say  Mom's 
serves  up  a  tasty  gibnut.  But 
I  stuck  with  the  rice  and 
beans.  Stephen  Baker 


Worth  Noting 

■  TAX  RULE.  Franklin,  the  mu- 
tual-fund firm,  offers  a  Tax 
Free  Yield  Calculator  at  nc 
charge.  You  look  up  your 
state  and  tax  bracket,  and 
chart  tells  you  how  much 
taxable  investment  needs  tc 
earn  to  match  a  tax-free  yield 
Call  800  DIAL-BEN. 

■  CANCER  CARE.  The  Cancei 
Researcli  Institute  HelpBook 
(800  99-CANCER)  gives  ad 
vice  on  cancer  care  and  in 
eludes  a  resource  directory 
It's  $2  for  shipping,  but  dona 
tions  are  encouraged. 
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AKASAKA  PRINCE  HOTEL. 
WHAT  BUSINESS  IS  COMING 
TO  IN  TOKYO. 
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For  location,  comfort  and 
service,  The  Akasaka 
Prince  Hotel  towers  far 
above  the  rest.  All  76l 
guest  rooms  offer  ample 
work  space,  complete 
privacy  and  spectacular 
views.  There  are  twelve 
superb  restaurants  and 
lounges  to  choose  from. 
Or  you  can  enjoy  room 
service  around  the  clock. 
For  fail-safe  reservations. 
Call  Prince  Hotels 
U.S.A.  800-542-8686 
Canada  except  Toronto 
800-268-7677 
Toronto  416-444-2511 
Utell  International 
U.S.A.  800-44  UTELL 
Canada  800-668-1513 
Ontario/Quebec 
800-387-8842 
or  The  Akasaka  Prince 
Hotel  in  Tokyo  at 
03-3234-1111  by  phone  or 
03-3262-5163  by  Facsimile 
or  232-4028  AKAPRH  J  by 
telex. 


QaeCall 
Does  It  All. 


Now,  one  call  can  solve  your  business 
phone  problems,  and  maybe  even  whisk 
you  away  to  Hawaii.  Because  now,  one 
call  to  the  number  below  introduces 
you  to  £ui  Authorized  Sales  Represen- 
tative for  Pacific  Bell...  your  local  One- 
Call  Communications  comiection  for 
everything...  from  phone  systems  to 
cfuality  Pacific  Bell  services. 

That  same  call  also  enters  you  in 
oui'  One-Call  Sweepstakes  drav^ng  for  an 


Empire  Tours  Hawaiian  holiday  week  for  two 
and  $1000.  And  it  might  instantly  get  you 
a  Beach  Bonaiiza  Kit,  Kona  a 
Coffee,  Macadamia  nuts 
or  any  of  over  300  Empir^^urs 
instant  winner  prizes.  SSSSSSS* 

So  if  you  need  an  easy  way  to 
solve  tough  business  communications 
problems  and  could  use  a  Uttle  R&R 
in  Hawaii,  relax.  Make  one  call  and 
consider  it  done. 


Local  representatives 
who  understand  the 
needs  of  your 
business. 


Representatives 
certrfied  to 
Pacific  BeUs 
rigorous 
quality 
standards. 


i/ 


Timely,  reliable 
installation,  repairs 
and  maintenance. 


PACIFIC  BELL 


Custom-tailored  to 
meet  your  specific 
business  needs. 


The  most  reliable  and 
flexible  phone  system. 


The  right  phone 
ecpoipment  for 
your  business. 


1  800  400-4277  Ext.  701 
Qne-CalL  Commurdcatioris 
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WORTH  THE  PAPER 
IT'S  PRINTED  ON. 

With  every  new  subscription. 

Business  Week  will  plant  a  tree 

in  one  of  America's  Heritage  Forests. 
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is  index  gives  the  starting  page  for  a  story  or  fea- 
■e  with  a  significant  reference  to  a  company.  Most 
bsicJiories  are  indexecJ  under  their  own  names. 
)mpanies  listed  only  in  tables  are  not  included. 
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Every  week  Business  Week  brings  you  up  to 
date  on  the  world  of  business.  We're  committed 
to  bringing  you  coverage  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  make 
a  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  ReLeaf  Campaign 
of  the  American  Forestry  Association  (AFA),  we 
will  plant  0  tree  in  one  of  America's  fferitage 
Forests  with  every  new,  paid  Business  Week 
subscription. 

Global  ReLeaf  educates  people  on  opportunities 
to  enhance  the  environment  through  improve- 
ment of  trees  and  forests.  The  compaign  creates 
these  positive  environmental  opportunities  for 
individuals,  community  groups  ond  businesses. 

The  Heritage  Forest  Program  is  one  such 
opportunity.  Heritage  Forests  are  special  public 
lands,  selected  by  the  AFA  as  lands  where 
private-sector  donations  can  create  new  forests, 
that  would  not  be  possible  under  existing  public 
programs  and  budgets. 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plant  your  tree  and  still  offer  you 
substantial  savings.  At  only  89 (an  issue, 
you  save  64%  off  the  $2.50  cover  price 
and  make  a  positive  contribution  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  satisfaction  of 
having  done  something  to  help  improve 
and  preserve  America's  forests. 

It's  easy  to  do.  Fill  out  one  of  the 
post-paid  cards  found  in  this  issue  and 
drop  it  in  the  mail  today  or  call  toll-free 
1-800-635-1200. 

For  more  information  on  Ihe  Global  ReLeaf  Program,  coll  (202)  667-3300 
or  write  to  them  at  P  0  8ox  2000,  Woshinglon,  D  C.  2001 3 


WHEN  OVER  75,000  LIVES 
ARE  ON  THE  LINE 


WTien  life  or  death  is  just  a  breath  -  or  a  phone  call  -  away,  you  don't  pick  an  ordinary  phone  system. 
You  pick  one  that's  based  on  the  simple  design  premise  that  till  culls  can  get  through! 
But  Fujitsu's  non-blocking  architecture  wasn't  the  only  reason  that  New  England's  newest  medical  center  - 
the  S2 18-million  DartmoutTi  Hitchcock  Medical  Center  (DHMC)  -  selected  their  F9600  digital  PBX  to  take  it  into  the 
2  1st  centurv.  DHAIC  also  wanted  a  system  that  was  compatible  with  their  existing  phones.  A  system  that  transmitted 
voice,  data,  fax  and  video  images  to  4,700  terminals  over  a  seven-mile  network  of  fiber  optic  cable. 
And  a  support  team  committed  to  Integrated  Services  Digital  Network  (ISDN)  applications. 
The  answer  was  Fujitsu,  a  $2  1 -billion  global  telecommunications  and  computer  leader  serving  over  100  countries. 
To  see  what  answers  the  F'9600  has  for  you,  call  1-800-553-3263. 


The  F9600  Digital  Telephone  from  Fujilsu,  a  $21 -billion 
global  telecommunications  leader  serving  over  100  countries 


FUJITSU 


The  global  compiittr  &  communications  company- 
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Reading 

S&P  500  26-week  moving  average  391.2  389.9  Positive 

Stocks  above  26-week  moving  overage  69.4%  66.2%  Neutral 

Speculative  sentiment:  Put/call  ratio  0.34  0.32  Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio  1.62  1.67  Positive 
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+1.13% 


ata  on  Itiis  poge  are  as  of  market  close  Wednesday,  Jon  22,  1992,  unless  ottierwise  indicated. 
stry  groups  include  S&P  500  companies  only;  performance  and  share  prices  ore  as  of  market  close 


Jon  2 1 .  Mutual  fund  returns  are  as  of  Jan  1  7,  Relative  portfolios  are  valued  as  of  Jan  2 1  A  more 
detailed  explanotion  of  ttiis  page  is  available  on  request 


itorials 

A  LITTLE  ECONOMIC  VISION,  PLEASE 

■^■his  is  a  defining  moment  for  the  U.  S.  economy.  There 
^H^is  a  fairly  broad  consensus  that  the  economy  is  suf- 
H  fering  from  neglect  and  needs  fixing.  Even  the 
President  concedes  that  something  is  seriously  wrong  and  is 
searching  for  a  new  economic  policy  (page  20).  At  the  same 
time,  the  end  of  the  cold  war  has  fi'eed  resources  needed  to 
attack  our  economic  problems.  While  we  may  have  to  spend 
some  money  to  shore  up  the  republics  of  the  Commonwealth 
of  Independent  States,  the  sums  involved  will  be  peanuts 
compared  with  the  savings  to  be  found  in  the  military  bud- 
get—roughly $300  billion  over  the  next  decade 

The  charge  that  America  doesn't  know  how  to  revamp  its 
economy  is  nonsense.  The  cold  war  was  won  through  the  in- 
vestment of  vast  sums  of  money  and  patience.  The  same 
kind  of  persistent  long-term  approach  will  be  needed  to  fix 
the  economy.  And  it  won't  take  the  45  years  it  took  to 
beat  back  communism.  But  it  will  take  what  President  Bush 
describes  as  "the  vision  thing." 

Here's  our  vision  thing:  Productivity  growth  and  pro- 
ductivity growth  alone  is  key  to  international  competition 
and  a  sustainable  rise  in  our  living  standard.  That  suggests 
a  clear  test  for  each  new  policy  initiative:  Does  it  have  a 
reasonable  chance  of  making  Americans  more  productive? 

We  need  to  inject  billions  of  new  investment  into  the 
economy,  not  to  cut  taxes  to  raise  consumer  spending.  The 
U.  S.  has  an  investment  deficit,  not  a  consumption  deficit;  a 
shortage  of  human  capital,  not  of  consumer  durables.  Both 
private  and  public  investment  need  help. 

On  the  private  side,  an  investment  tax  credit  rewarding 
businesses  for  capital  expenditures  above  historical  norms 
would  stimulate  growth  directly  and  far  more  effectively 
than  a  capital-gains  tax  cut  ever  could.  Such  an  ITC  must,  as 
usual,  be  limited  to  investment  in  new  capital  equipment. 

But  it  should  be  linked  to  accelerated  depreciation  on  new  fa 
cilities  needed  to  house  new  equipment.  And  businesse; 
need  bigger  tax  credits  for  research  and  development.  Tht 
misguided  idea,  popular  on  the  Hill,  of  reviving  the  ability  t( 
wiite  off  passive  losses  in  real  estate  would  only  promote  in 
vestments  as  tax  shelters,  not  for  the  long  term.  | 

Higher  productivity  growth  requires  two  kinds  of  publi(^ 
investment.  The  first  is  physical  investment  in  revampinj. 
the  nation's  crumbling  infrastructure.  Public  funds  woul( 
flow  directly  into  the  domestic  economy— in  contrast  to  ta: 
cuts,  which  import-prone  consumers  would  partly  spen( 
abroad.  The  second  is  investment  in  human  capital.  Wi 
know  that  some  kinds  of  education  expenditures,  rangini 
from  the  Head  Start  program  for  preschool  children  to  ap 
prenticeship  programs  for  high  school  graduates,  are  effec 
five.  We  should  not  be  afi'aid  to  fund  them  generously. 

While  health  care  isn't  usually  thought  of  as  a  growth  is 
sue,  it  is.  Exploding  medical  costs  threaten  to  wipe  ou 
any  peace  dividend.  Medicare  and  medicaid  costs  are  pre 
jected  to  rise  by  $325  billion  over  the  next  decade.  Payin; 
the  medical  bills  of  the  elderly  and  the  poor  alone  could  soal 
up  more  than  5.2%  of  gross  national  product  by  the  yea 
2000.  And  paying  for  medical  insurance  for  the  rest  of  us  im 
poses  an  enormous  burden  on  the  private  sector.  Our  healtl 
care  system  is  not  internationally  competitive. 

Rapid  economic  growth,  as  a  consequence,  requires  boh 
changes.  BUSINESS  WEEK  supports  a  move  to  a  system  c 
managed  care  (BW— Oct.  7):  Regional  health  care  purchasin; 
corporations,  with  the  power  to  control  costs,  would  brin; 
gi'oup  coverage  to  all  employers,  the  self-employed,  the  ur 
employed,  and  the  poor.  There  are  many  ways  to  approac 
the  problem.  It  is  vital  that  whatever  the  choice,  effectiv 
cost  containment  must  be  a  central  element  of  the  plan. 

DISINFECTING  A  $2  TRILLION  MARKET 

Jl^^^hen  Salomon  Brothers  Inc.  admitted  last  August 
^^^^V  that  it  had  submitted  illegal  bids  in  the  Treasury 

wm    securities  market,  Washington  echoed  with  calls 
to  give  the  $2  trillion  market  a  regulatory  scrubdown. 
Outraged  members  of  Congress  were  ready  to  load  heavy 
rules  onto  the  government's  overworked  borrowing  ma- 
chine, where  an  interest-rate  increase  of  just  0.01  percentage 
points  can  cost  taxpayers  $250  million  a  year. 

Fortunately,  federal  regulators  have  identified  a  better  dis- 
infectant for  the  market:  the  light  of  day.  In  a  report  re- 
leased on  Jan.  22,  the  Ti'easury  Dept.,  Federal  Reserve,  and 
Securities  &  Exchange  Commission  recommend  changes 
that  will  break  the  stranglehold  that  the  38  big  primary 
dealers  have  on  sales  of  Treasury  securities.  As  business 
WEEK  has  pointed  out,  the  key  is  automating  Treasury's  an- 
tiquated paper- and-pencil  auctions  (BW— Oct.  21).  Once  bid- 

ding  goes  on-line.  Treasury  can  experiment  with  open  au( 
tions  to  replace  its  current  sealed-bid  sales— eliminating  th 
information  bottleneck  that  forces  Ti-easury  buyers  to  bi 
through  primary  dealers  such  as  Salomon. 

Automation  also  will  improve  surveillance.  Computerize 
bidding  allows  regulators  to  verify  bids  immediately  and  crt 
ates  an  audit  trail  to  help  feiret  out  rale  violations.  The  ne' 
report  also  calls  for  backup  regulations:  Treasury  want 
the  power  to  require  dealers  to  report  large  positions  an 
says  it  will  move  more  actively  to  break  future  markt 
squeezes.  But  those  rales  will  stay  on  the  shelf  if  the  regi 
lators  follow  through  on  their  automation  plans.  If  the  pric 
of  admission  to  the  Treasury  auction  is  a  computer  terming 
the  big  dealers  will  never  again  have  the  opportunities  th; 
Salomon  exploited  in  last  year's  scandal.  An  open  and  efi 
cient  market  will  be  the  taxpayer's  best  protection. 
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NEC  is  a  world  leader 
in  virtually  every  category 
of  imaging  techrology: 

from  the  brilliant 
displays  on  our  laptops. 

to  our  MulriSync' 
monitors,  color  thermal 
printers.  CD-ROM 

readers  and  more. 


Introducing  the  first 
486SX  laptop  computer 
that  comes  in  256  colors. 

The  new  ProSpeed'  486SX/C  laptop  is  a  breakthrough  made  possible  only  by  NEC's 
mastery  of  active  matrix  color  display  technology:  the  first  486SX  laptop  computer 
with  a  TFT  screen  capable  of  displaying  256  colors  at  640  x  480  resolution. 

The  result:  some  of  the  most  brilliant,  photographic-quality  images  you've  ever  seen 
on  any  computer  screen,  laptop  or  otherwise.  It  also  puts  on  an  equally  spectacular  dis- 
play of  power,  thanks  to  an  Intel"  486SX™  microprocessor  running  at  20MHz,  a  120  or 
240MB  hard  drive,  and  the  first  32-bit  EISA  bus  to  be  found  on  any  laptop.  Add  to  that 
its  full-size  keyboard,  and  a  full  complement  of  ports,  and  you  have  the  perfect  solution 
for  any  application  requiring  massive  amounts  of  power— from  software  demonstrations 
to  sales  presentations,  complex  graphs  and  diagrams  to  CAD-CAM,  and  beyond. 
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THE  RULES,  REGULATIONS  AND  CUSTOMS  OF  130  COUNTRIES  i 
AROUND  THE  WORLD  AREN*T  FOREIGN  TO  US.  Most  of  AIG's  34,000  ( 
people  are  native  to  the  lands  in  which  they  work.  So  they  have  a  deep  understanding  of  local  laws,  i 
practices  and  traditions.  They  know  how  to  design  insurance  products  specifically  for  their  own  markets 
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2nd  can  respond  quickly  to  changing  conditions  and  customer  needs.  Together  they  form  a  unique  network 
dJ  service  capabilities.  Because  the  quality  of  our  services  to  clients  is  a  product  of  the  number 
and  experience  oj  our  people.  And  that  is  something  no  one  else  can  match  in  this  Jast-changing  worki. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES. 

American  International  Croup.  Inc..  Dept  A.  70  Pine  Street.  New  York.  NY  10270. 
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Change  from  last  week:  0.0% 
Change  from  last  year;  0.3% 

1967=100  (four-week  moving  average) 
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The  production  index  was  unchanged  during  the  week  ended  Jan.  18.  On  a 
seasonoliy  adjusted  basis,  output  of  autos,  trucks,  lumber,  ond  electric  power 
increased-  Steel,  crude-oil  refining,  coal  production,  and  rail-freight  traffic  declined. 
Data  on  paper  and  paperbourd  were  unovailoble  for  the  week.  Before  calculation 
of  the  four-week  moving  average,  the  index  advanced  to  177.6,  from  175  0  posted 
the  week  before. 

BW  production  index  copynghl  1  992  by  McGraw-Hill  Inc 


The  leading  index  increased  for  the  week  ended  Jan.  18,  reflecting  the  stock 
market  surge  ond  bond  rally  of  late  December  and  early  January.  For  the  latest 
week,  higher  bond  yields  and  slower  growth  in  real  estate  loans  and  M2  offset 
higher  stock  prices,  improved  growth  in  materiols  prices,  and  fewer  business  failures, 
As  a  result,  before  calculating  the  four-week  moving  average,  the  index  was  virtually 
flat,  at  213.3,  from  213.4  in  the  prior  week.. 

Leading  index  copyright  1  992  by  Center  for  Internotional  Business  Cycle  Research 


PRODUCTION  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STEEL  |1/25)thoui.  of  net  tons 

1,71 1 

1,737# 

-0.3 

AUTOS  11/25)  units 

105,387 

98,95  lr# 

11.9 

TRUCKS  (1/25)  units 

67,294 

57,481  r# 

28  5 

ELECTRIC  POWER  (1/25)  millions 

of  kilowatt-hours 

60,03 1 

59,913# 

0.6 

CRUDE-OIL  REFINING  (i/25)ihous.ofbbl./day 

12,642 

13,I09# 

-0.1 

COAL  |l/18)thous.  of  net  tons 

18,826# 

19,070 

-7.5 

PAPERBOARD  (1/18|lhous.oftons 

NA# 

NA 

NA 

PAPER  |1/18|thous.  oftons 

NA# 

NA 

NA 

LUMBER  (1/18)  millions  of  ft. 

495. 1# 

471.8 

-0.9 

RAIL  FREIGHT  (1/1 8)  billions  of  ton-miles 

20.3# 

20.7 

1.5 

Sources:  Americon  Iron  &  Steel  Institute,  Word's  Automotive  Repori^,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept.,  American  Paper  Institute,  WWPA',  SFPA^  Association 
of  American  Railroads 

E 

Latest 
week 

Week 
ago 

Year 
ago 

JAPANESE  YEN  |i/29) 

125 

123 

132 

GERMAN  MARK  (i/29) 

1.59 

1.58 

1.48 

BRITISH  POUND  |i/29) 

1.81 

1.81 

1.97 

FRENCH  FRANC  |i/29) 

5.41 

5  40 

5.04 

CANADIAN  DOLLAR  |i/29) 

1.17 

1.15 

1.16 

SWISS  FRANC  (1/29) 

1.42 

1.40 

1.26 

MEXICAN  PESO  (i/29)= 

3,050 

3,046 

2,958 

Sources:  Major  New  York  banks.  Currencies  expressed 
pound  expressed  in  dollars. 

n  units  per  U  S 

dollar,  except  for  British 

PRICES 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

GOLD  (1/29)$/lroyoz. 

354.850 

356.750 

-3.3 

STEEL  SCRAP  (1/28)  #1  heavy,  $/ton 

89.50 

89.50 

-15.6 

FOODSTUFFS  (l/27)  index,  1967 

=  100 

205  8 

205.0 

-1.9 

COPPER  (1/25)  C/lb. 

101.4 

99.5 

-7.7 

ALUMINUM  (1/25)  c/lb. 

56.0 

53.6 

-18.2 

WHEAT  (1/25)  #2  hard,  $/bu. 

4.30 

4  29 

61.0 

COTTON  (1/25)  strict  low  middling 

11/16in.,  C/lb. 

51.23 

51.24 

-27,2 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Commodity  Research  Bureau,  Metals 
Week,  Kansas  City  market,  Memphis  morket. 


LEADING  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

STOCK  PRICES  (i/24)S&P500 

415.51 

418.52r 

23.6 

CORPORATE  BOND  YIELD,  Aao  (i/24) 

8.22% 

8.20%r 

-9.2 

INDUSTRIAL  MATERIALS  PRICES  (1/24) 

94.1 

93.6r 

-4.3 

BUSINESS  FAILURES  (i/i7) 

389 

413 

6.9 

REAL  ESTATE  LOANS  (i/i 5)  billions 

$402.6 

$403.  Ir 

0.4 

MONEY  SUPPLY,  M2  (i/i3i billions 

$3,405.8 

$3,413  8r 

2  3 

INITIAL  CLAIMS,  UNEMPLOYMENT  (i/ii)thous 

447 

401r 

-3.5 

Sources:  Standard  &  Poor's,  Moodys,  Journal  of  Commerce  (index;  1980=100),  Dun  & 
Bradstreet  (failures  of  large  companies).  Federal  Reserve  Board,  Labor  Dept.  CIBCR  seasonally  ad- 
justs data  on  business  failures  and  real  estate  loans. 

MONTHLY  ECONOMIC  INDICATORS 

Latest 
month 

Month 
ago 

%  Change 
year  ago 

HOUSING  STARTS  (Dec  l  annual  rate,  thous 

1,103 

1,075 

13.6 

BUDGET  SURPLUS  OR  DEFICIT  (-)  (Dec )  millions 

$2,644 

-$44,537r 

63  8 

IMPORTS  (Nov  )  millions 

$41,032 

$43,434 

-4.8 

EXPORTS  (Nov.)  millions 

$37,462 

$37,1 14 

11.5 

Sources:  Commerce  Dept.,  Treasury  Dept. 

MONETARY  INDICATORS 

Latest 
week 

Week 
ago 

%  Change 
year  ago 

MONEY  SUPPLY,  Ml  (1/13) 

$903.5 

$892. 3r 

9.9 

BANKS'  BUSINESS  LOANS  (i/i5) 

2903 

290.2r 

-10.2 

FREE  RESERVES  (1/221 

799 

63  Ir 

886.4 

NONFINANCIAL  COMMERCIAL  PAPER  (i/i5) 

133.0 

131.1 

-9.6 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  free  reserves,  w 
two-week  period  in  millions). 

hich  are  expressed  for  a 

MONEY  MARKET  RATES 

latest 
week 

Week 
ago 

Year 
ago 

FEDERAL  FUNDS  (i/28) 

4.00% 

4. 11% 

7.46% 

PRIME  (1/29) 

6.50 

650 

9.50 

COMMERCIAL  PAPER  3-MONTH  (1/28) 

4.10 

4.06 

6.89 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (i/29) 

4.03 

4.03 

6.84 

EURODOLLAR  3-MONTH  (1/25) 

4.08 

4.10 

7.01 

Sources:  Federol  Reserve  Board,  First  Boston 


#Raw  data  in  the  production  indicators  ore  seosonolly  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipment. 
1  =  Western  Wood  Products  Assn.     2  =  Southern  Forest  Products  Assn      3  -  Free  market  value     NA  =  Not  available     r= revised     NM-  Not  meaningful 
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A  JOB  FOR  THE  CIA: 

KEEP  AN  EYE  ON  SLAVE  LABOR 

What  next  for  the  CIA  ("Bush  is 
setting  the  bloodhounds  on  Bei- 
jing," Top  of  the  News,  Dec.  23.)?  One 
beneficial  intelligence  task  it  should  re- 
sume is  monitoring  slave-labor  camps  in 
the  Soviet  Union  and  China — and  their 
products,  which  could  illegally  end  up  in 
the  U.  S. 

Even  though  the  Tariff  Act  of  1930 
prohibits  the  import  of  goods  made  by 
slave  labor,  the  U.  S.  Customs  Service 
has  no  ongoing,  reliable  intelligence  pro- 
gram to  enforce  the  ban.  Thus,  bringing 
complaints  to  Customs  has  been  left  to 
courageous  individuals  such  as  Harry 
Wu,  who  recently  blew  the  whistle  on 
several  imports  from  China  made  with 
slave  labor. 

In  the  1980s,  the  CIA  did  focus  on  Sovi- 
et slave-labor  gulags — which  still  have 
about  6  million  prisoners.  Now,  as  it  re- 
defines its  priorities,  the  CIA  should  defi- 
nitely take  up  again  this  Soviet  tracking 
and  add  the  20  million  prisoners  in  Chi- 
nese slave-labor  facilities. 

Carl  Olson,  Chairman 
State  Dept.  Watch 
Washington 

Editor's  note:  This  organizatiofi  is  a 
foreign-policy  watchdog  group. 

HOW  NOT  TO  CUT  THE  DEBT  LOAD, 
FOR  CRYING  OUT  LOUD 


If  any  chief  financial  officer  of  a  com- 
pany proposed  replacing  7.77^  30-year 
debt  with  one-year  debt — no  matter 
what  the  current  one-year  rate — he 
would  be  put  into  restraints  ("Let's  start 
the  new  year  by  cutting  the  debt  load," 
Economic  Viewpoint,  Jan.  13).  The  same 
demand  for  ordinary  prudence  applies  to 
the  U.  S.  government,  too.  Carrying  a  lot 
of  short-term  debt  is  dangerous,  in  case 
you've  forgotten.  There  are  so  many  ob- 
jections to  such  a  plan:  short-term  rates 
would  rise;  long-term  bonds  could  only 
be  bought  at  a  substantial  premium; 
when  all  this  new  one-year  debt  has  to 
be  refinanced,  rates  would  soar.  All  of 
this,  and  more,  would  eat  up  any  imag- 
ined savings  to  the  Treasury. 
The  real  objection  to  such  a  refinanc- 


CORRECTIONS  &  CLARIFICATIONS 


In  a  story  on  Channel  One  ("How  good 
is  attendance  in  Chris  Whittle's 
class?,"  Media,  Jan.  27),  we  erred  inl 
saying  that  Whittle  Educational  Net- 
work-supplied research  says  only  58% 
of  the  audience  of  6.6  million  children! 
aged  12  to  17  watch  the  network.  Whit- 
tle denies  there  are  any  such  data.  It 
cites  an  R.  D.  Percy  Associates  rating, 
which  shows  that  the  network's  audi- 
ence averages  more  than  85%. 

A  table  provided  by  Securities  Data  Co. 
("A  stampede  for  cheaper  money,"  Top 
of  the  News,  Jan.  20)  incorrectly  in- 
cluded Biogen  in  a  Hst  of  companies 
filing  new  stock  offerings.  Biogen  is 
planning  no  offering. 

In  a  table  accompanying  a  story  on 
treatment  for  chronic  pain  ("When  pain 
itself  is  the  disease,"  Personal  Busi- 
ness, Jan.  27),  we  listed  an  incorrect 
telephone  number  for  the  University  of 
Miami  Comprehensive  Pain  &  Rehabili- 
tation Center  at  South  Shore  Hospital. 
The  number  is  305  532-PAIN. 


ing  plan,  however,  is  that  such  a  drastic 
change  in  Treasury  borrowing  habits 
would  create  uncertainty!  There  is  one 
thing  we  know  about  capital  markets 
uncertainty  means  higher  rates.  Besides 
Gresham's  law  this  may  be  the  only  eco 
nomic  rule  always  true. 

The  hidden  assumption  in  Blinder's  ar- 
gument is  that  the  current  long-term 
rates  are  irrational,  and  that  the  current 
short-term  rates  are  logical.  The  reverse 
is  almost  certainly  true. 

Mean  inflation  at  4%  to  5%  (I  know  it's 
3%  at  present,  but  that's  an  artifact  of 
the  1990  run-up  and  1991  run-down  in  oil 
prices  due  to  the  Gulf  war)  precludes 
stable  short-term  rates  at  3.5%  to  4%o. 
When  the  day  to  refinance  comes,  all 
these  chimerical  savings  would  vanish. 

Thomas  J.  Rieger 
Knoxville,  Tenn 

Interest  rates,  which  are  at  a  ten-year 
low,  will  inevitably  rise  again.  Now  is 
the  time  to  lock  in  at  7.5%  for  the  next 
30  years.  In  two  or  three  years  this  rate 
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New  Kodak  2700  series  copier-duplicators.  Just  when  you  thought  you  couldn't  get  better  copies, 
you  can.  Copies  so  good  you'll  think  they're  originals. 

Great  copies  that  arrive  quickly  and  reliably.  New  Kodak  2100  series  copier-duplicators  deliver  solid  solids 
and  sensational  reproductions  that  give  your  communications  a  professional  look.  And  do  it  110  times  a  minute, 
every  minute.  For  the  ultimate  finishing  touch,  there's  pushbutton  AccentColor.  Plus  a  unique  ability  to 
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will  l)e  a  barji'uin.  If  the  Treasury  were 
to  i'ollow  i-)lin(!er's  advice,  we'd  be  refi- 
nancing every  year  at  hi^'her  and  higher 
interest  rates. 

Steve  Slavin 
Professor  of  Economics 
Union  Countv  College 
Cranford.  N.J. 

The  objectives  of  debt  management 
by  a  corporation  and  l)y  government 
differ  significantly.  To  carry  Blinder's 
idea  to  its  logical  conclusion,  the  govern- 
ment could  simply  print  money  or  bor- 
row at  zero  interest  rate  from  the  Feder- 
al Reserve  System. 

Monetizing  the  debt  is  inflationary. 
Short-term  advantages  are  offset  by 
long-term  destabilization. 

Rolf  A.  Weil 
President  Emeritus 
Roosevelt  University 
Chicago 

PILOTS'  PAY 

HASN'T  REAUY  TAKEN  OFf  

In  your  article  "Still  shaky,  even  after 
the  shakeout"  (Industry  Outlook,  Ser- 
vices, Jan.  I'.'t),  you  stated  that  "in 
the  past  year,  United,  American,  and 


Delta  all  succumbed  to  union  demands 
and  hiked  their  pilot  rates  to  new 
highs." 

As  a  Delta  pilot  and  a  member  of  the 
Air  Line  Pilots  Assn.,  I  must  shed  some 
light  on  that  slanted  statement.  First, 
when  we  signed  our  contract  in  Septem- 
ber, 1990,  Delta  had  enjoyed  a  long  peri- 
od of  record  profits.  Other  Delta  employ- 
ee groups  received  raises  and  bonuses 
during  that  time  as  well.  Yet  pilots' 
raises  still  did  not  keep  pace  with 
inflation. 

Second,  we  received  raises  in  ex- 
change for  greater  productivity — a  trade 
that  will  save  Delta  millions  of  dollars 
during  the  life  of  the  contract.  As  em- 
ployees concerned  with  our  company's 
long-term  growth  and  profitability,  pi- 
lots have  been — and  will  continue  to 
be — responsive  to  the  needs  of  our  air- 
line. In  return,  we  expect  to  be  compen- 
sated fairly. 

As  the  airline  industry  continues  to 
shake  out  weaker  carriers,  maybe  it's 
time  to  take  a  closer  look  at  those  carri- 
ers that  have  survived.  Although  fuel 
prices  and  the  economy  will  continue  to 
fluctuate,  a  labor  force  treated  fairly 
and  with  respect  will  [provide  what  is 
most   important:   ([uality   service  that 


keeps  its  airline  in  the  air.  And  that's  the 
bottom  line. 

F.  Rhea  Nichols 
Captain,  Delta  Air  Lines  Inc. 
Air  Line  Pilots  Assn. 
College  Park,  Ga. 

Your  otherwise  excellent  report  on 
the  airline  industry  shakeout  incor- 
rectly stated  that  United  pilots'  salaries 
would  rise  307'  over  the  next  three 
years.  While  United  Airlines  was  suc- 
cessful in  agreeing  to  phase  out  novice 
pilots'  30%  pay  disadvantage  (the  "B 
scale"),  most  United  pilots  will  receive 
four  47'  raises  over  tiie  3^/2 -year  con- 
tract, in  return  for  increased  productivi- 
ty. By  1994,  United  pilots'  pay  rates  will 
have  averaged  increases  of  about  3V27  a 
year  over  the  previous  nine  years — hard- 
ly "troublesome,"  I  would  think. 

Patrick  Palazzolo 
Communications  Chairman 
Air  Line  Pilots  Assn. 
San  Francisco 


Letters  to  the  Editor  should  be  sent  to  Readers 
Report,  Business  Week,  1221  Avenue  of  the  Ameri- 
cas, New  York,  N.  Y.  10020.  Fax;  (212)  512-4464, 
Telex:  12  7960,  Intl.  4998204.  All  letters  must  in- 
clude an  address  and  daytime  and  evening  tele- 
phone numbers.  We  reserve  the  right  to  edit  letters 
for  clarity  and  space. 


NOW  THERE'S  MORE  THAN  ONE  WAY  TO  SAY  "THANK  YOU." 


With  ten  distinctive /iniihes  to  choose  from,  there's  a  Parker  Insignia  for  everyone  on  your  corporate  gift  list. 
Thats  uhy  more  and  more  lending  companies  are  making  the  Insignia  their  gift  of  choice.  These  beautiful 
ivriting  instruments  are  designed  to  fit  naturally  in  the  writers  hand,  and  each     ♦  n*  i  /  |-  n* 

one  comes  with  a  lifetime  guarantee.  Plus,  your  company's  logo  can  be  placed  aT  r/  \  Ix  l\  t  Fx 
on  every  pen  with  jewelry-quidity  clip  emblems.  For  more  information,  or  T  X  T O  T  ^ — '  X  T  T  A 
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Our  Wonder  Fiche  Not  Only 
Saves  A  Lot  Of  Trees,  It  Can  Help 
You  Save  Acres  Of  Office  Space. 

One  tree  creates  a  cubic  foot  of 
)aper.  And  on  the  average,  every 
;ubic  foot  of  paper  takes  over  a 
quare  foot  or  office  space.  So  you'll 
io  both  the  environment  and  your 
)usiness  a  lot  of  good  by  outputting 
iatadirectly  to  microfiche. 

For  People  Who  Can't  Yet  Fly, 
Anacomp  Presents  A  Bridge. 


Anacomp's  new  Dataj 
(FP2000™  system  is  aglai 


hiX 
ormfor 

he  future.  A  bridge  to  the  emerging 
echnologies  of  optical  disks  and 
ophisticatedlaserprinting.  It  gives 
^ou  the  most  practical  system  today 
—yet  offers  the  flexibility  to  grow 
nto  the  2 1  St  century. 

Find  A  Fact  In  A  Forest  Of 
Information  Without  Turning 
 Over  Every  Leaf.  

With  Anatrieve™  and  Advanced 


Function 
■Indexing™,  you 
'  can  find  anything 
your  company  has 
Stored  and  print  it 
out  in  its  original 
forminseconcS. 

It's  Not  Magic. 
It's  No  Illusion.  It's 
The  Best  Information 
And  Image  Management 
System  Available  Today. 

TheXFPZOOOistheonlyCom- 
puter  Output  Microfilm  (COM) 
system  designed  to  incorporate  the 
new  graphic  capabilities  into  its 
'Advanced  Function  Platform."  It 
has  the  ability  to  replicate  forms  and 
documents  from  computer- 
generated  data. 

Rest  assured  that  as  optical  disks 
and  bit-mapped  data  laser  printing 
systems  become  practical  and  pos- 
sible, you'll  be  able  to  take  advantage 
of  them  with  Anacomp's  new  system. 


It's  What  More 

And  More 
CompaniesAre 
Doing  lb  Cope 
With  The 
Out-Of 'Space  Age. 

Reduce  the  paper  mountain  that 
stands  between  you  and  your 
corporate  goals.  Find  out  about 
owning  an  Anacomp  information 
and  image  management  ( 1  &  IM ) 
system,  or  about  fetting  us  cover 
your  needs  through  one  of  our 
service  bureaus.  Write  J.  Mark 
Woods,  E.V.R,  Anacomp,  Inc., 
3060  Peachtree  Road,  N.W., 
Atlanta,  Georgia  30305.  Or  call 
404-262-266f 

THE  IMAGE  OF  THE  FLTTURE. 

anacomp 
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AN  END  TO  MASSIVE  LAYOFFS 
AS  EXHIBITED  BY  THE  ChamelGonidae  Dilepis, 


Olsten 
introduces 

THE 
FLEXIBLE 
WORKFORCE. 


It's  the  nature  of  business.  When  the  economy  goes, 
so  do  people.  But  layoffs  cost  money.  And  morale.  Not 
the  best  way  to  adapt  to  a  changing  business 
environment.  Olsten  has  the  solution:  flexibility. 
With  the  Olsten  Flexible  Workforce™,  the  ability 


to  respond  effectively  to  economic  trends 
is  built  into  the  structure  of  your  company. 
You're  never  overstaffed  or  understaffed.  Instead,  you  maintain  a  core 
of  full-time  workers.  Then,  when  production  increases  and  needs  change, 


Olsten  supplies  you  with  appropriately  skilled 
You  get  the  job  done  more  efficiently  and 
Morale  is  maintained.  As  well  as  productivity. 

So  make  Olsten  your  partner  in 
flexibility.  And  prepare  your  company  for 
the  future,  whatever  changes  it  brings. 
You  won't  have  to  let  people  go.  Just  your 
old  concepts  of  how  to  manage  them. 


temporary  workers. 


economically. 


Be  prepared  for  a 

CHANGE. 

CALL  ^ 
l-a00.225-TIIIP 


Temporary  Services 


THE    WORKING  SOLUTION' 


RISING  SUN 

Michael  Crichton 
Knopf  •  355pp  •  $22 


A  COP  AND  A  VILLAIN 
CALLED  JAPAN 


The  setting  is  Los  Angeles  of  the 
near  future.  A  beautiful  woman  is 
murdered  at  the  grand  opening  of 
Nakamoto  Tower,  headquarters  of  a 
powerful  Japanese  conglomerate.  Called 
in  to  investigate,  LAPD  Lieutenant  Peter 
Smith  stumbles  into  a  nightmarish  world 
of  Japanese  influence-peddling  and  espi- 
onage. Japan's  economic  tentacles,  he 
discovers,  extend  throug"hout  American 
life,  from  corporate  boardrooms  to  uni- 
versities, the  mass  media,  the  govern- 
ment, even  the  Special  Services  Division 
where  Smith  works.  Japan's  game  plan: 
to  expand  in  the  U.  S. 
market,  scoop  up  useful 
technologies,  silence  pro- 
test, and  secure  a  grip  on 
markets  of  the  future. 

By  the  time  the  murder 
is  solved  in  Michael  Crich- 
ton's  Rising  Sitn,  Lieu- 
tenant Smith  has  learned 
much  more  than  the  kill- 
er's identity.  He  recog- 
nizes the  vulnerability  of 
U.  S.  institutions  and  the 
importance  of  maintaining 
a  strong  high-tech  indus- 
trial base.  He  has  also 
completed  an  intense 
course  in  current,  critical 
thinking  on  Japan. 

For  the  analysis  at  the 
heart  of  this  didactic  nov- 
el, Crichton  leans  heavily  on  four  promi- 
nent "revisionist"  writers  on  Japan: 
Clyde  V.  Prestowitz  Jr.,  Pat  Choate, 
Karel  van  Wolferen,  and  James  Fallows 
(yes,  this  thriller  has  a  bibliography).  He 
condenses  volumes  of  history  and  sociol- 
ogy into  the  speeches  of  a  handful  of 
characters  whose  main  purpose  is  to  ex- 
plain Japan  to  Lieutenant  Smith.  Chief 
among  them  is  John  Connor,  a  retired 
cop  who  lived  for  some  years  in  Japan. 

Rising  Sur?  sometimes  totters  under 
its  ideological  burden.  The  dialogue  is 
weighted  with  homilies,  and  Japan's 
threat  to  the  U.  S.  is  overstated.  Still, 
Crichton's  well-crafted  plot  and  best-sell- 
ing track  record  almost  ensure  his  ideas 
will  reach  a  mass  audience. 

His  timing  is  extraordinary.  George 
Bush's  recent  Tokyo  visit  put  America's 
relationship  with  Japan  in  the  spotlight, 
and  the  coming  election  should  keep  it 
there.  At  the  same  time,  think  tanks. 


watchdog  organizations,  and  congressio- 
nal committees  are  producing  more  pre- 
cise data  on  the  nature  and  impact  of 
Japan's  economic  presence  in  the  U.  S. 

Some  of  that  information  echoes  the 
ominous  chords  Crichton  strikes.  Last 
month,  Washington's  Center  for  Public 
Integrity  reported  that,  over  the  past 
decade,  Japanese  interests  have  fun- 
neled  more  than  $4.5  billion  into  U.  S. 
scientific,  educational,  and  economic  poli- 
cy institutions,  mainly  to  gain  access  to 
cutting-edge  technology.  But  in  Japan, 
foreign  companies  have  no  such  opportu- 


mnflammatory, 

heavy  with  ideology, 
but  fast-paced— 
a  timely  thriller 
bashes  the  Japanese 


nities.  Japan's  best  research  is  locked  in 
the  labs  of  private  corporations,  shielded 
from  takeover  by  the  keiretsu  system. 

Outside  universities,  America's  great- 
est high-tech  treasures  belong  to  small 
companies,  easy  targets  for  Japanese  ac- 
quisition. And — as  Connor  states — stat- 
utes governing  foreign  ownership  of 
U.  S.  companies  are  ineffective  barriers. 
Only  one  law,  Exon-Florio,  calls  for 
Presidential  review  of  high-tech  acquisi- 
tions; it  is  confined  to  technologies  that 
bear  on  defense  and  national  security. 

Rising  Sun  also  sounds  a  warning 
about  Japanese  monopolies  in  high-tech 
industries.  In  a  key  subplot,  the  Naka- 
moto group  tries  to  buy  America's  last 
maker  of  semiconductor  equipment,  in- 
tending to  drive  the  U.  S.  out  of  down- 
stream businesses  such  as  computers.  In 
reality,  there'e  evidence  that  Japanese 
who  dominate  certain  technologies  allo- 
cate their  products  first  to  sister  compa- 


nies or  other  Japanese  customers — then 
to  U.  S.  buyers.  In  a  General  Accounting 
Office  investigation  last  year,  half  the  59 
U.  S.  electronics  companies  questioned 
complained  that  Japanese  suppliers  had 
denied  or  delayed  purchasing  requests. 

On  the  whole,  Crichton  shapes  these 
elements  into  a  convincing  story,  but 
there  are  lapses,  including  some  glaring 
factual  errors.  For  example,  recounting 
a  famous  1986  bid  by  Fujitsu  for  Fair- 
child  Semiconductor,  Connor  declares,  in- 
correctly, that  the  Silicon  Valley  pioneer 
was  later  sold  to  France's  Groupe  Bull. 

The  novel's  chief  weakness  is  Con- 
nor's characterization.  To  convey  his  ex- 
pertise, Crichton  has  him  lapse  inces- 
santly into  Japanese.  But  this  makes 
Connor  seem  a  show-off.  Smith  finds  his 
mentor  so  reserved  and  secretive  that  "I 
thought  Connor  had  become  Japanese 
himself."  In  fact,  Connor  never  stops 
lecturing  Smith  on  how  the  Japanese 
think  and  why  they  act  so  badly. 

He's  a  font  of  stereo- 
types. Japanese  avoid  con- 
frontation and  "find  big 
arm  movements  threaten- 
ing." They  have  "never 
been  guilty  or  embar- 
rassed about  sex."  They 
think  anyone  who's  not 
Japanese  is  a  "stinking, 
vulgar,  stupid  barbarian." 
Hyperbole  marks  these 
harangues.  In  Japan,  "ev- 
ery criminal  gets  caught," 
and  the  conviction  rate 
for  major  crimes  is  99%. 
"Trains  are  on  time,  bags 
are  not  lost,  connections 
are  not  missed,  and  dead- 
lines are  met." 

For  all  the  sermonizing, 
though,  the  action  in  Ris- 
ing Sun  unfolds  at  a  breathless  pace. 
And  the  comic-book  portrait  of  the  Japa- 
nese does  not  obscure  the  book's  stark 
conclusions:  "If  you  sell  the  country  to 
Japan  then  they  will  own  it ...  "  Smith 
muses  at  the  end.  "And  people  who  own 
things  do  what  they  want  with  them." 

Lest  the  point  be  missed,  Crichton 
sums  it  up  in  a  brief  afterword.  During 
the  Meiji  Restoration  of  the  late  19th 
century  and  again  after  World  War  II, 
he  notes,  Japan  relied  on  Westerners  to 
help  rebuild  the  country.  "The  Japanese 
invited  thousands  of  experts  to  visit — 
and  then  sent  them  home  again,"  he 
writes.  "We  would  do  well  to  take  the 
same  approach.  The  Japanese  are  not 
our  saviors.  They  are  our  competitors. 
We  should  not  forget  it."  In  Rising  Sun, 
Crichton  hammers  a  bit  too  hard.  But 
most  of  the  time,  he  hits  the  right  nails. 

BY  NEIL  GROSS 
Gross  covers  high  technology  from  Tokyo. 


52  iJUSINFSS  WEEK/FEBRUARY  10,  1992 


BOOKS 

i 


Adrntioi  All  dBASE 

Usas:Y)urVVindovvs 
Have  Arrived 


Introducing  new  dBFast.™ 

The  first  and  only  dBASE™  com- 
patible database  and  dBASE/X-Base 
language  for  Windows.  It's  the 
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dBFast 
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So  call  1-800-645-3003  and  we'll 
rush  you  a  free  Demo  Disk. 
Call  right  now. 
After  all,  ^ 

QOMPUTER 
rlSSOCIATES 

Software  superior  by  design. 


Our 

newest  generation  of 


disk  drives  is  rated  at  200,000 
hours  mean  time  between  failures.  That 

means  they  could 


\.  J 


very  well  outlast  your 
computer  system, 

f \.    >^  We're  constantly  redefining 

v^^^^  ''^  reliability  to  stand  up  to  new 

Dhnologies.  And  survive  the  test  of  time.  cD  This  is  why  leading 
nputer  manufacturers  like  Tandem  depend  on  our  disk  drives  and 
5  storage  systems.  Why  MCI  comes  to  us  for  the  latest  fiber  optic 
ismission  systems.  Why  Frito-Lay  counts  on  our  handheld  com- 
ers to  keep  a  constant  count  on  their  inventory.  And  why  Sun 
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world's  second  largest  computer  maker  and  a  $21  billion 
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=conomic  Viewpoint 


THE  DAYS  OF  OZZIE  AND  HARRIET 
ARE  GONE  FOR  GOOD 


BY  ALAN  S.  BLINDER 


For  many  of  us, 
the  1950s  set  a 
high  standard.  But 
they  were  a  quirk  of 
history  that  distorts 
our  view  of 
America's  rightful 
place  in  the  world 


AlAN  S  BLINDER  IS  THE  GORDON  S 
RENTSCHLER  MEMORIAL  PROFESSOR 
OF  ECONOMICS  AT  PRINCETON 
AND  THE  AUTHOR  OF  GROWING 
TOGETHER 


America  could  use  a  good,  stiff  dose  of 
optimism  right  now.  Here's  some:  Hav- 
ing just  successfully  completed  a  75- 
year  struggle  with  totalitarian  communism, 
we  are  more  secure  now  than  at  any  time  in 
two  generations.  Contrary  to  popular  myth, 
American  workers  remain  the  most  productive 
on  earth— on  average  (though,  unfortunately, 
not  in  every  industry).  Despite  the  shrinkage 
of  some  prominent  industries  such  as  autos 
and  steel,  the  overall  share  of  manufacturing 
in  U.  S.  gross  national  product  is  not  in  de- 
cline. Productivity  growth  in  U.  S.  manufac- 
tming  actually  accelerated  in  the  1980s.  And  fi- 
nally, and  especially  important  today, 
recessions  do  not  last  forever— even  though 
people  at  the  time  often  think  they  will. 

Saying  all  this  brings  to  mind  a  line  from 
The  Wizard  of  Oz:  "Toto,  I  don't  think  we're  in 
Kansas  anymore."  Americans  must  realize  that 
we  no  longer  live  in  the  1950s  and  never  will 
again.  A  perceptive  article  in  The  Economist 
last  October  suggested  that: 

■  Americans  are  haunted  by  the  memory 
of  the  1950s. 

■  We  might  feel  better  about  ourselves  if 
we  shook  it  off. 

■  We  should  shake  it  off— not  because  our 
memories  are  faulty  but  because  the  '50s  were 
historically  abnormal  in  almost  every  respect. 
It  is  on  this  last  point  that  I  wish  to  elaborate. 

America  was  already  a  great  trading  na- 
tion by  1914.  Oui'  people  were  among  the  rich- 
est on  earth,  our  industry  on  the  cutting  edge. 
But  no  one  thought  of  us  as  the  world's  leader. 
Then,  Europe,  Russia,  and  Japan  spent  three 
decades  shooting  themselves  in  the  foot,  the 
hand,  and,  in  some  cases,  the  heart  while  the 
U.  S.  flourished.  World  War  H,  which  so  dev- 
astated Europe  and  Asia,  was  a  tremendous 
boon  to  the  U.  S.  economy.  After  the  war,  few 
questioned  America's  right  to  remake  the 
world  economy,  for  there  was  no  other  candi- 
date. And  we  did  a  good  job.  The  postwar 
economic  miracles  in  Germany  and  Japan,  a 
freer  and  more  open  world  trading  system, 
the  International  Monetary  Fund,  the  World 
Bank,  and  much  else  bear  the  stamp  of  Amer- 
ican influence.  By  1950,  the  U.  S.  occupied  a 
position  of  economic  preeminence  rarely 
equaled  in  world  history— and  unlikely  to  be 
attained  again. 

HALCYON  DAYS.  There's  the  luh.  Alth(jugh  they 
were  historically  aberrant,  the  1950s  have  a 
strong  hold  on  our  memories  and  distort  our 
view  of  America's  rightful  place  in  the  world. 
Why?  Probably  because  it  is  natural  to  look 
back  wistfully  on  "the  good  old  days"  of  our 
youth.  Like  most  societies,  contemporary 
America  is  nm  by  people  between  the  ages  of 


40  and  65:  They  dominate  business,  govern- 
ment, the  educational  system,  and  the  media. 
Americans  who  are  now  aged  40-55  grew  up  in 
the  1950s— which,  socioeconomically  speaking, 
began  in  1948  and  ended  in  1963.  Americans 
now  55-65  were  young  adults  then,  but  they 
can  hardly  look  back  on  the  Great  Depres- 
sion and  World  War  II  as  the  halcyon  days.  So 
they,  too,  swoon  over  the  '50s. 

Doubtless  the  lens  of  memory  is  rose-col- 
ored. America  certainly  had  both  social  and 
economic  problems  back  then.  But,  economi- 
cally speaking,  those  old  days  really  were 
good.  The  rest  of  the  world  eyed  us  enviously, 
like  children  with  their  noses  pressed  against 
the  glass.  We  had  toasters,  tail  fins,  Disney- 
land, and  Elvis.  No  one  else  did.  American 
incomes  were  growing  rapidly,  and  families 
were  stabler  than  today:  Ozzie  and  Harriet 
were  for  real.  The  problem  is  that  this  period 
was  abnormal  in  almost  every  respect.  But 
our  country's  earlier  history  is  something  we 
read  about  in  books,  not  something  we  expe- 
rienced personally,  and  hence  it  is  much  less 
vivid. 

THE  IMMIGRANT  'FLOOD.'  The  contrast  is  es- 
pecially stark  when  it  comes  to  America's  rel- 
ative economic  position  in  the  world.  Our 
share  of  world  GNP  has  fallen  sharply  since 
1950,  a  fact  often  offered  as  evidence  for  our 
decline.  But  how  many  people  know  that  the 
U.  S.  produces  about  the  same  share  of  world 
output  today  as  in  1914?  Another  example  is 
import  competition.  America  was  unusually 
insular  in  the  1950s:  Merchandise  imports 
amounted  to  only  about  3%  of  GNP.  Today's 
corresponding  share  of  9%  therefore  seems 
startling.  But  the  figiu-e  was  about  6%  in  1914. 

A  third  example  is  foreign  investment  in 
the  U.  S.  Because  there  was  so  little  in  the 
1950s,  foreigners  are  now  seen  as  "buying  up 
America."  But  foreign  investment  in  the  U.  S. 
was  larger  relative  to  our  on?  in  1914  than  it 
is  today.  The  British  bought  Pillsbury  Inc.  in 
1899,  just  as  they  did  in  1989.  A  final  example 
is  immigration.  Worries  about  how  we  will 
absorb  the  "flood"  of  immigrants  seem  justified 
only  when  judged  against  the  low  immigi-ation 
numbers  of  the  1950s.  A  much  less  populous 
America  took  in  many  more  immigrants  in 
the  decade  before  World  War  I  than  it  did  in 
the  1980s. 

The  U.  S.  was  transformed  by  historical  ac- 
cidents from  a  leading,  but  not  dominant,  na- 
tion highly  integi'ated  with  the  world  economy 
on  the  eve  of  World  War  I  into  an  insular  su- 
perpower by  the  1950s.  It  couldn't  last,  and  it 
didn't.  Once  you  realize  that  much  of  what  is 
viewed  as  America's  decline  is  merely  a  return 
to  normalcy,  it  doesn't  seem  so  bad. 
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Have  you  ever  set 
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conomic  Trends 


BY  GENE  KORETZ 


HIGH  TAXES  ARE 
HOT  WHAT'S  AILIHG 
THE  U.S.  ECOHOMY 


As  the  Pr-esident's  State  of  the  Union 
Message  demonstrates,  there's  little 
doubt  that  most  Americans  will  be  prof- 
fered some  sort  of  tax  relief  by  Novem- 
ber. Politicians  don't  have  to  read  the 
opinion  polls  to  know  that  the  American 
people's  traditional  hostility  to  taxes  has 
been  exacerbated  because  the  latest 
round  of  tax  increases— at  federal,  state, 
and  local  levels— occurred  in  the  middle 
of  a  recession.  Tax  cuts,  they  argue, 
will  not  only  assuage  those  feelings  but 
also  provide  the  fiscal  thrust  needed  to 
get  the  economy  moving. 

But  while  tax  cuts  may  provide  some 
short-run  stimulus,  the  real  question  is 
whether  they  will  help  cure  the  nation's 
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long-term  economic  woes.  Many  Ameri- 
cans feel  they  are  laboring  under  an  un- 
fair and  crippling  tax  load.  And  a  num- 
ber of  politicians  and  economists, 
particularly  those  of  the  supply-side  per- 
suasion, argue  that  rising  taxes  are  a 
root  cause  of  the  nation's  economic 
malaise  and  may  even  have  contributed 
to  the  massive  federal  deficit.  In  their 
view,  lower  taxes  and  tax  rates  are 
needed  to  keep  the  economy  expanding 
at  a  healthy  pace  in  the  years  ahead. 

The  problem  is  that  the  empirical  ev- 
idence for  these  positions  is  lacking.  As 
economist  Martin  Barnes,  managing  ed- 
itor of  The  BCA  Interest  Rate  Forecast, 
notes,  counting  taxes  at  all  levels  of 
government  as  a  percent  of  gross  do- 
mestic product,  "the  U.  S.  has  the  lowest 
tax  burden  of  any  major  industrial  na- 
tion." As  for  marginal  tax  rates,  in  a 
recent  issue  of  Challenge  magazine, 


economists  Louis  Ferleger  of  the  Uni- 
versity of  Massachusetts  and  Jay  Mandle 
of  Colgate  University  estimate  that  the 
U.  S.  has  the  least  progi-essive  tax  sys- 
tem of  major  industrial  countries— that 
is,  it  imposes  the  lowest  taxes  on  high- 
income  earners  relative  to  the  taxes 
levied  on  average  workers. 

What  of  the  impact  of  taxes  on  eco- 
nomic growth?  Barnes  finds  that  when 
one  looks  at  1971  to  1989,  "the  majority 
of  European  countries  achieved  much 
faster  growth  than  the  U.  S.  despite 
heavier  tax  burdens."  And  Mandle  and 
Ferleger  find  "no  statistically  significant 
relationship"  between  growth  and  tax 
loads  among  14  major  industrial  nations 
from  1980  to  1987. 

Perhaps  the  most  comprehensive  in- 
quiry into  the  subject  is  a  study  by  Uni- 
versity of  Tennessee  economists  Charles 
B.  Garrison  and  Feng-Yao  Lee  in  the 
current  issue  of  Ecanomic  Inquiry.  An 
earlier  study  in  the  same  journal,  on 
taxation  patterns  and  economic  activity 
in  63  countries  in  the  1970s,  found  that 
an  increase  in  marginal  tax  rates  re- 
duced the  level  of  economic  activity. 
GaiTison  and  Lee  extended  the  study 
period  for  the  same  63  countries  to  1985. 

Their  results  showed  no  significant 
relationship  between  marginal  tax  i-ates 
and  either  levels  of  economic  activity  or 
growth  rates  for  that  extended  period. 
Moreover,  when  they  looked  at  indus- 
trial nations  and  developing  countries 
separately,  they  found  no  relationship 
between  marginal  tax  rates  and  gi'owth 
I'ates  or  economic  levels  in  either  the 
1970s  or  the  early  1980s. 

"Our  results,"  says  Garrison,  "suggest 
that  economic  growth  depends  far  more 
on  aggregate  demand  and  the  state  of  a 
nation's  human,  technological,  and  phys- 
ical resources  than  on  the  incentive  of 
low  marginal  tax  rates."  Martin  Barnes 
puts  it  this  way:  "There's  no  question 
that  high  tax  rates  can  stifle  increased 
effort  and  investment,  but  other  factors 
appear  to  be  more  important  in  achiev- 
ing long-term  growth." 


IS  THIS  AHY  WAY 
TO  TRIM 

FRIHGE-BEHEFIT  COSTS? 


High  benefits  costs  may  be  con- 
tributing to  the  recent  surge  in  lay- 
offs. Based  on  data  from  some  800  com- 
panies, Wyatt  Co.  consultants  report 
that  the  annual  cost  of  employee  benefit 
packages— including  pensions,  savings 
plans,  and  health  care— runs  from  an  av- 
erage of  $7,900  for  those  earning  $24,000 
to  $9,400  at  the  $35,000  level  to  $17,000 
for  an  employee  making  $75,000. 


Meanwhile,  economist  Richard  S.  Bel- 
ous  of  the  National  Planning  Assn.  notes 
that  a  numljer  of  companies  that  fired 
white-collar,  professional,  and  technical 
workers  in  recent  years  have  hired 
many  of  them  back  as  "contingent,"  or 
contract,  workers.  "This  has  not  only 
saved  employers  the  heavy  cost  of  fringe 
benefits,"  he  says,  "but  helps  explain 
why  unemployment  is  not  higher." 


THE  HIDDEH 
MESSAGE  IN  THE 
METALS  MARKETS 


Because  silver  and  gold  are  both  pre- 
cious metals,  their  prices  naturally 
tend  to  move  together  in  commodity 
markets.  But  sometimes  the  differences 
in  their  movements  are  an  important 
clue  to  the  developing  economic  outlook. 

That,  in  fact,  seems  to  be  the  case 
in  recent  weeks:  Silver  prices  have  shot 
up  as  much  as  14%,  while  gold  has 
edged  higher  by  only  2%.  The  reason 
for  the  difference,  says  precious-metals 
trader  Denise  Giordano  of  Swiss  Bank 
Corp.,  is  that  "silver  is  as  much  an  in- 
dustrial metal  as  it  is  a  precious  metal, 
and  silver  investors  seem  to  be  betting 
that  economic  recovery  lies  ahead."  Gold, 
on  the  other  hand,  mainly  responds  to 
changes  in  inflationary  expectations. 

The  market's  message,  according  to 
Gioi'dano:  "So  far,  the  subdued  outlook 
for  inflation  has  not  changed  much  de- 
spite the  view  that  an  incipient  econom- 
ic recovery  is  coming." 


TRADING  WITH  JAPAH: 
WHAT  A  DIFFERENCE 
THREE  DECADES  MAKE 


Sometimes,  news  events  seem  to  res- 
onate with  symbolism.  Take  the 
hoopla  attending  the  recent  opening  of  a 
Toys  'R'  Us  store  in  Japan.  Older  Amer- 
icans remember  when  cheap  toys  were 
Japan's  best-known  export  to  the  U.  S. 

Similar  ironies  attend  the  current 
drive  to  boost  U.  S.  car  exports  to 
Japan.  Back  in  1960,  the  U.  S.  was  first 
among  nations  in  domestic  car  output 
and  Japan  a  distant  eighth.  By  1990, 
Japan  was  first  and  the  U.  S.  second. 
But  "the  actual  role  reversal  was  far 
greater,"  notes  economist  David  Littman 
of  Detroit's  Manufacturers  Bank.  In 
1960,  Japan  produced  just  1.3%  of  the 
world's  cars  and  the  U.  S.  made  more 
than  52%.  By  1990,  Japan's  share  had 
soared  to  28%,  while  the  U.  S.  share  had 
shrunk  some  two-thirds  to  17.1%.  Cars, 
of  course,  are  worth  more  than  toys. 
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ECONOMIC  TRENDS 


Business  Outloo 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


rHE  JITTERY  BOND  MARKET 
WARNS  WASHINGTON:  TAKE  IT  EASY 


hen  do  tax  cuts  hurt  the  economy?  Answer: 
When  the  bond  market  is  already  terrified  at 
the  prospect  of  a  $400  billion  federal  deficit, 
light  now,  that  very  fear  is  pushing  up  long-term  inter- 
st  rates  just  when  the  economy  is  struggling  to  recover. 
The  bond  market  is  worried  that  excessive  Washing- 
on  giveaways,  on  top  of  the  monetary  stimulus  that  the 
'ederal  Reserve  has  already  put  into  the  pipeline,  will 
nly  fuel  inflation  and  create  an  avalanche  of  new  Trea- 
ury  debt  for  the  market  to  digest. 

The  result:  The  rate  on  30- 
year  Treasury  bonds,  which  had 
fallen  to  less  than  7.4%  in  early 
January,  rose  to  more  than  7.7%- 
two  weeks  later,  as  talk  in 
Washington  turned  to  tax  cuts 
and  other  measures  bent  on 
stimulating  the  economy. 

The  President's  State  of  the 
Union  address  on  Jan.  28  ap- 
peared to  ease  the  bond  mar- 
ket's tension  the  following 
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norning,  since  the  Administration's  package  is  not  very 
timulative  and  technically  isn't  a  budgetbuster.  Howev- 
r,  later  that  day,  the  bond  market  fell  apart,  pushing  30- 
ear  yields  to  nearly  7.8%  amid  worries  that  Congress 
flight  throw  fiscal  responsibility  to  the  wind. 

THE  FIRST      Rates  have  risen  sharply  even  though 
QUARTER  IS    there  is  no  hard  evidence  in  the  latest 
OFF  TO  A       (jata  that  the  economy  is  about  to  turn 
BAD  START     around.  Indeed,  the  initial  reports  for  Jan- 
lary  are  uniformly  downbeat,  and  the  Commerce  Dept.'s 
eport  on  gross  domestic  product  in  the  fourth  quarter 
aised  more  questions  about  the  current  quarter. 
Real  GDP  rose  a  mere  0.3%,  at  an  annual  rate,  last 
uarter  (chart).  The  breakdown  shows  falling  domestic 
iemand  and  rising  inventories — a  combination  that 
lodes  ill  for  real  GDP  growth  this  quarter,  because  it 
uggests  that  more  production  cutbacks  are  on  the  way. 

Both  consumer  spending  and  business  investment  fell 
ast  quarter,  and  defense  cutbacks  also  hit  the  economy 
1  a  big  way.  The  pluses  were  a  pickup  in  residential 
onstruction,  some  inventory  building,  and  a  sizable  im- 
irovement  in  the  trade  deficit. 
Overall  demand  was  flat  in  the  fourth  quarter,  but 
nly  because  of  a  strong  increase  in  exports.  However, 
lanking  on  foreign  demand  this  quarter  could  be  risky, 
lecause  of  weakening  economies  abroad.  Sales  to  U.  S. 
luyers  last  quarter  dropped  1.8%,  at  an  annual  rate,  and 


there  is  no  sign  that  domestic  demand  is  improving. 

Reversing  the  economy's  slump  is  the  focus  of  the 
Bush  plan.  The  stimulus  from  the  package  is  built  into 
the  Administration's  economic  assumptions  for  the  bud- 
get deficit,  which  it  projects  at  $399.4  billion  for  1992. 
This  year,  the  White  House  expects  the  economy  to 
grow  a  modest  2.2%-.  That's  in  line  with  private  econo- 
mists' forecasts  but  far  below  the  typical  recovery  pace. 

Moreover,  there  may  be  less  near-term  stimulus  in  the 
budget  package  than  meets  the  eye.  For  example,  the 
decrease  in  tax  withholdings  means  only  about  $25  to 
$30  extra  a  month  in  each  paycheck.  Even  if  the  full 
$2  billion  a  month  is  spent,  the  addition  to  monthly 
consumer  spending  will  be  less  than  0.1%. 

I GREENSPAN  Amid  the  uncertainties  over  fiscal  policy, 
SENDS  Federal  Reserve  Board  Chairman  Alan 

CONGRESS  Greenspan  tried  to  soothe  the  bond  mar- 
A  MESSAGE  ket's  worries.  During  his  confirmation 
hearings  on  Jan.  29,  he  said  that  the  biggest  contribution 
the  Fed  can  make  over  time  is  "to  achieve  price  stabil- 
ity." He  also  warned  Congress  to  avoid  "a  fiscal  hemor- 
rhage" as  it  debates  proposals  to  boost  the  economy. 

Tax-cut  fever  puts  the  Fed 
back  in  a  familiar  box.  Even 
though  signs  point  to  continued 
weakness  in  the  economy,  the 
Fed  cannot  cut  short-term  rates 
further  while  the  bond  market 
is  wary  of  what  Congress  might 
do.  More  monetary  stimulus 
now  would  only  reinforce  the 
market's  fears  of  future  infla- 
tion and  cause  long-term  rates 
to  rise  even  more. 

Lower  interest  rates  are  the  single  most  important 
ingredient  for  a  recovery,  because  they  address  the  econ- 
omy's overriding  problem:  an  unprecedented  amount  of 
debt.  Businesses  and  consumers  cannot  fix  their  balance 
sheets  without  lower  rates. 

Right  now,  interest  rates  are  rising  although  price 
pressures  are  nil  (chart).  Inflation,  as  m.easured  by  the 
GDP  price  deflator,  fell  to  an  annual  rate  of  only  1.7%  in 
the  fourth  quarter.  They  rose  2.1%  in  the  third  quarter. 

The  Labor  Dept.'s  employment-cost  index  enhances 
the  inflation  outlook.  The  index  rose  4.2%  during  1991, 
down  from  5%  in  1990.  Employment  costs  are  a  key 
inflation  gauge  because  labor  accounts  for  three-fourths 
of  all  business  costs. 
So  far,  the  Fed's  sharp  cut  in  interest  rates  in  late 
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December  and  talk  of  tax  cuts  have  done  nothing  to  Hft 
consumers  out  of  their  recession  blues.  The  Conference 
Board's  index  of  consumer  confidence  fell  to  50.4  in 
January,  from  52.5  in  December.  That's  even  lower  than 
the  reading  during  the  gulf  war  (chart).  Consumers' 
assessment  of  their  current  economic  condition  deterio- 
rated, as  did  their  expectations  for  coming  months. 

JOBS  ARE  That  pessimism  is  keeping  consumers  on 
STILL  THE  the  sidelines.  Christmas  was  a  disaster 
CHIEF  for  most  stores,  and  it  caused  an  unwant- 

WORRY  g(-j  buildup  of  retail  inventories,  especially 
of  nondurable  goods.  After  adjusting  for  inflation,  con- 
sumer spending  last  quarter  fell  at  an  annual  rate  of 
l.r/f,  after  rising  2.3%  in  the  third  quarter. 

The  problem  with  consumers 
can  be  summed  up  in  three 
words:  jobs,  jobs,  jobs.  Accord- 
ing to  the  Conference  Board, 
one  out  of  four  households  has 
a  member  who  has  been  out  of 
work  during  the  last  12  months. 
The  average  length  of  unem- 
ployment was  about  six  months, 
with  one  out  of  three  jobless  for 
nine  months  or  more.  The  per- 
centage of  consumers  who 
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think  jobs  are  "hard  to  get"  stood  at  46.97',  a  bit  lower 
than  in  December  but  still  exceptionally  bearish. 

Against  this  backdrop,  it's  easy  to  see  why  labor  costs 
are  easing  (chart).  The  Conference  Board  also  reported 
that,  of  all  those  who  were  jobless  during  the  past  year 
and  are  now  back  in  a  new  job,  45%  are  earning  less  than 
they  were  in  their  previous  position. 

Reversing  these  job  worries  is  the  key  to  turning  the 
economy  around.  Until  consumers  feel  secure  about  their 
employment  prospects  they  will  be  unlikely  to  buy  big- 
ticket,  financed  items  such  as  cars  and  houses.  Indeed, 


LABOR  COSTS  WON'T 
FUEL  INFLATION 
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the  Conference  Board  said  that  some  40%>  of  all  house- 
holds deferred  a  major  purchase  in  recent  months  be 
cause  of  the  weak  economy. 

Clearly,  slack  laboi*  markets  have  restrained  the  recov- 
ery in  home  buying.  Despite  the  sharp  fall  in  mortgage 
rates  to  their  lowest  level  in  18  years  in  December,  sales 
of  existing  homes  in  the  month  edged  up  a  mere  0.9%,  to 
an  annual  rate  of  3.34  million. 

The  December  advance  was  the  third  consecutive  gain, 
and  home  resales  in  the  fourth  quarter  were  5%'  ahead  of 
their  third-quarter  pace,  at  an  annual  rate.  The  sudden 
spike  in  long  rates  may  have  caused  some  house  hunters 
to  buy  in  January  before  rates  rose  even  m.ore. 

The  National  Association  of 
Home  Builders  said  buyer  traf- 
fic increased  last  month,  sug- 
gesting that  the  recovery  in 
home  sales,  although  sluggish, 
continued  into  January.  The  Ad- 
ministration's proposed  $5,000 
tax  credit  would  add  some  fuel 
to  the  housing  recovery.  How- 
ever, since  it  would  help  only 
first-time  buyers,  the  credit  will 
have  a  limited  impact. 

The  demand  for  cars,  meanwhile,  is  still  skidding 
downhill.  Sales  of  domestically  made  new  cars  sold  at  an 
annual  rate  of  just  5.8  million  in  mid-January,  after 
falling  to  5.3  million  earlier  in  the  month.  Both  selling 
rates  are  down  from  the  5.9  million  pace  of  December, 
which  was  below  November's  6.2  million  rate.  Auto  de- 
mand is  unlikely  to  pick  up  until  hirings  increase. 

Clearly,  consumers  will  have  to  lead  an  economic  re- 
covery. Tax  cuts  may  well  provide  the  economy  with 
some  stimulus  later  this  year.  But  what  households  need 
more  right  now  are  jobs  and  lower  interest  rates  that 
will  ease  debt  burdens  and  revitalize  spending  and  out- 
put— not  election-year  giveaways. 
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NAPM  SURVEY 


Monday.  Feb.  J,  10  a.m. 
The  National  Association  of  Purchasing 
Management's  index  of  industrial  activi- 
ty is  expected  to  be  about  47%  in  Janu- 
ary, little  changed  from  47.47  in  Decem- 
ber, say  economists  surveyed  by  MMS 
International,  a  unit  of  McGraw-Hill  Inc. 
The  low  reading  suggests  that  the  fac- 
tory sector  started  1992  in  trouble. 

CONSTRUCTION  SPENDING 


Monday,  Feb.  3,  10  a.m. 
^^pending  on  building  projects  probably 
iiK-reased  by  O.SS'^  in  December,  says  the 
MMS  report,  following  a  0.8%  decline  in 
"November.  Most  of  that  drop  was  in  out- 
-  k'Y  nonresidential  buildings.  Spend- 


ing on  housing  and  government  con- 
struction projects  is  increasing. 

PRODUCTIVITY  AND  COSTS 


Wednesday,  Feb.  .5,  10  a.m. 
Output  per  hour  worked  in  the  nonfarm 
business  sector  likely  grew  at  an  annual 
rate  of  just  0.57  last  quarter,  after  a 
0.77'  advance  in  the  third  quarter.  Unit 
labor  costs  in  nonfarm  businesses  proba- 
bly increased  at  about  a  2.57o  annual 
rate  last  quarter,  following  a  modest 
1.87  gain  in  the  third  period. 

FACTORY  INVENTORIES  

Thursday,  Feb.  6,  10  a.m. 
Manufacturing  inventories  probably  in- 
creased by  about  0.47  in  December,  af- 
ter no  change  in  November. 


EMPLOYMENT 


Fnday,  Feb.  7,  8:30  a.m. 
The  M.MS  consensus  expects  that  non- 
farm  payrolls  rose  by  40,000  in  January, 
after  a  small  31,000  pickup  in  December. 
Factory  jobs  probably  fell  by  25,000 
slots,  the  fifth  consecutive  decline.  The 
January  unemployment  rate  likely  re- 
mained at  December's  7.17c  level. 

CONSUMER  INSTALLMENT  CREDIT 

Friday,  Feb.  7 

Consumers  added  little  debt  in  Decem- 
ber, probably  about  $500  million,  say  the 
MMS  economists.  That's  suggested  by  the 
dismal  performance  of  retail  sales.  In 
November,  installment  credit  grew  by 
just  $27  million. 
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Wndows  opens  up 
a  new  universe  for 

McDonnell  Douglas, 


"Windows  allows  that  ease  of  learning,  that 
graphic  function,  that  engineers  appreciate." 


"I'd  have  to  add  20%  to  the  head  count  to  go 
back  to  character-based  functions" 


"Windows  removed  the  drudgery  and  added 
fun  to  it.  And  why  shouldn't  you  have  fun?" 


'The  type  of  software  that  was  available  to  me 
was  greater  and  did  the  job  I  needed  done" 


Steve  Stock,  Manager  for  it.  For  a  free  "Windows  at  Work"  video,  call 

Avionics  Utilities  and  Interconnect  us  at  (800)  541-1261,  Dept.  X28.  Productiv- 

MicRosoFT.  Systems  at  McDonnell  Douglas,  in-  ity  in  your  office  could  really  take  off. 
Windows,  troduced  the  Microsoft  Windows" 
operating  system  to  his  space  station  work- 
group. Now  Steve  says  they  can't  do  without 

Offer  good  only  while  supplies  last  and  only  in  the  50  United  Slates.  ©  1992  Microsoft  Corporatiofi  All  rights  reserved.  Printed  in  the  U.S.A.  In  the  50  United  States,  call  (800)  5411261.  Dept.  X28.  For  infannation  only.  In  Canada,  call  (800)  563-9048. 
outside  the  United  States  and  Canada,  call  (206)  936-8661.  Microsoft  is  a  registered  trademark  and  Wmdou-s  is  a  trademark  of  Microsoft  Corporation 
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BUSH'S  FISCAL  TRINKETS  WON'T  FUEL  GROWTH 


In  his  State  of  the  Union  address  on 
Jan.  28  and  again  in  his  budget  pro- 
posal for  fiscal  year  1993  issued  the 
next  day,  President  Bush  stayed  the 
course.  The  President's  growth  agenda 
creates  little  short-run  fiscal  stimulus, 
raises  the  deficit  modestly, 
and  recognizes — but  does  not 
really  address — the  nation's 
long-term  economic  problems. 
The  President's  men  said  all 
along  that  Bush  was  suffer- 
ing from  a  communications 
problem,  not  an  economic  one. 
So  in  the  speech.  Bush  made  it 
plain  that  he  sympathizes  with 
victims  of  what  Democrats 
are  happy  to  call  the  Bush  re- 
cession. "I  know  we're  in  hard 
times,"  he  declared.  "But  I 
know  something  else:  This 
will  not  stand." 

Just  the  same,  neither  the 
speech  nor  the  massive  $1.5 
trillion  budget  offers  much  to 
spur  near-term  growth.  In- 
stead, Bush  seemed  intent  on 
buffing  his  image  without  de- 
railing a  recovery  that  his 
closest  aides  think  is  already 
near.  "Although  the  economy 
is  sluggish,"  says  one  Bush 
adviser,  "it  is  on  the  way 
back.  Even  if  there  were  a  sil- 
ver bullet,  there's  no  need  for 
one  now." 

STOCKING-STUFFERS.  The 

much-vaunted  middle-class  tax 
break  turns  out  to  be  a  $500- 
per-child  rise  in  the  personal 
exemption  and  a  tweaking  of 
withholding  rates  to  give  taxpayers 
more  now,  in  exchange  for  smaller  re- 
funds next  spring — after  the  election. 
■  lie  stimulus  was  kept  small  to  avoid 
Moking  financial  markets.  But  they 
't  seem  impressed,  dropping  sharply 
y  after  the  speech.  The  Bush  pack- 
<■-:.■-  ■  ■.^sn't  figure  to  spur  growth  much, 
-  'oaded  with  stocking-stuffers  for 
;  (table).  Says  William  A.  Nis- 
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'I  know 
we're  in 
hard  times. 
But  I  know 
something 
else:  This 
will  not 
stand' 


kanen,  a  former  economic  adviser  in  the 
Reagan  Administration:  "This  is  not  seri- 
ous. It's  not  the  sort  of  tax  package  you 
would  want  for  the  long  run." 

The  big  winners:  first-time  home  buy- 
ers and  real  estate  developers.  Investors 
would  get  a  tax  break  on  capi- 
tal gains.  Business,  which  had 
hoped  for  relief  on  capital 
spending,  gets  little.  Bush's 
longer-range  proposals  recog- 
nize, finally,  the  need  for  dra- 
matic changes  in  defense  and 
health  care  policy.  But  the 
specifics  offer  little  more  than 
a  down  payment  on  both. 

While  congressional  Demo- 
crats are  grumbling  loudly 
about  the  package,  most  be- 
lieve that  its  proposals  are  a 
good  starting  point.  They 
should.  Many  of  the  provi- 
sions have  been  in  the  Demo- 
cratic playbook  for  years. 
"We  can  do  business  with 
this,"  says  one  top  Senate 
Democratic  aide. 

Since  there  will,  of  course, 
be  much  haggling  over  the  de- 
tails, can  Congress  pass  this 
package  by  Mar.  20,  Bush's 
deadline?  That's  a  long  shot, 
but  a  bill  may  well  be  finished 
by  late  spring. 

The  real  debate  will  be  over 
defense:  how  much  to  cut 
spending  and  what  to  do  with 
the  money  (page  27).  Bush  has 
proposed  cutting  anticipated 
military  spending  by  $50  bil- 
lion over  the  next  five  years. 
Democrats  want  to  cut  twice  that  much, 
but  they're  divided  over  how  to  spend 
the  peace  dividend.  Some  would  use  the 
money  to  pay  for  middle-class  tax  cuts. 
Others  prefer  to  reduce  the  deficit.  A 
third  group  wants  to  fund  domestic  pro- 
grams. Bush  wants  deficit  reduction,  but 
Budget  Director  Richard  G.  Darman 
hints  the  Administration  would  agree  to 
use  the  savings  to  pay  for  tax  cuts. 


The  defense  dispute  could  delay  kei 
tax  decisions.  In  the  meantime,  businesi 
will  keep  a  close  eye  on  Capitol  Hill  t( 
see  how  the  Bush  plan  fares.  Here's 
closer  look  at  some  details  and  a  previev 
of  how  Congress  will  receive  each  one: 

■  Capitol  investment.  Bush  WOuld  allo\^ 

companies  to  take  an  additional  157c  de 
duction  for  the  cost  of  equipment  thej 
purchase  between  now  and  the  end  ol 
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THE  BUSH  AGENDA: 
WHAT  fUES,  WHAT  DIES 

 CAPITAL  GAIHS  

PROPOSALS:  Bush  wants  to  cut  the  tax  on 
capital  gains  to  15.4%  for  assets  held  at 
least  3  years.  Democrats  will  probably  go 
along,  for  a  price 

LIKELY  FATE:  Pretty  much  a  done  deal  if 
Bush  agrees  to  hike  taxes  on  the  rich.  Look 
for  a  Democratic  alternative  that  shifts 
benefits  to  the  middle  class 

MIPDLE-ClASSTAXREtlEF 

The  White  House  would  raise  the  personal 
exemption  by  $500  per  child.  Democrats 
prefer  a  credit  for  lower  incomes 

Who's  going  to  oppose  a  middle-class  fax 
cut  in  an  election  year? 

INVESTMENT  INCENTIVES 


Bush  would  allow  a  15%  deduction  for 
equipment  purchased  in  1992.  Democrats 
and  some  Republicans  prefer  an  investment 
tax  credit 

Some  version  sure  to  pass 

TAX  HIKE  ON  THE  RICH 

Bush  rejects  it  as  antigrowth.  Democrats, 
sensing  a  good  issue,  will  demand  it 

It's  a  winner  for  Democrats 

HEW  REAL  ESTATE  TAX  BREAKS 

Bush  would  restore  a  passive  loss  deduction 
for  developers,  give  first-time  homebuyers  a 
$5,000  credit,  and  allow  penalty-free  IRA 
withdrawals  to'buy  a  house 

Bet  the  house:  Most  of  this  will  be  adopted 

PEfEHSECUTS 

Bush  would  slice  $50  billion  from  planned 
defense  spending  over  the  next  five  years. 
Democrats  want  to  cut  twice  that  much 

Near-term  cuts  will  be  close  to  Bush  propos- 
al, long-range  cuts  closer  to  Democratic 
view.  Real  fight  will  be  over  what  to  do  with 
the  peace  dividend 

BUDGET  DISCIPLINE 

The  President  and  top  House  Dems  would 
keep  the  framework  of  the  1 990  budget 
deal.  Senators  want  to  scrap  key  elements 

Look  for  a  carefully  crafted  compromise 
that  no  one  really  understands 

DATA:  BW 


he  year.  This  would  speed  up  tax  write- 
ffs  for  equipment  but  do  little  to  reduce 
he  cost  of  capital  for  most  businesses, 
vmil  Sunley,  a  senior  tax  economist  at 
)eloitte  &  Touche,  estimates  that  the 
!ush  plan  is  roughly  equivalent  to  a  lf< 
1  vestment  tax  credit.  Adds  Pamela  J. 
'echarich,  director  of  tax  policy  at  Coo- 
ers  &  Lybrand:  "It's  going  to  be  a  big 
isappointment  to  business."  Nonethe- 


less, a  revised  version  of  the  Bush 
plan — possibly  a  restored  investment  tax 
credit — could  well  pass. 
■  Capital  Gains.  The  President  wants  to 
cut  the  top  capital-gains  rate  from  28% 
to  15.4%  for  assets  held  at  least  three 
years.  Despite  the  rhetorical  confronta- 
tion over  this  issue  for  the  past  several 
years,  the  majority  of  congressional 
Democrats  will  back  a  cut  in  the  capi- 


tal-gains tax — under  certain  conditions. 

First,  they  may  try  to  tailor  the  plan 
to  the  middle  class.  House  Ways  & 
Means  Committee  Chairman  Dan  Ros- 
tenkowski  (D-Ill.)  may  offer  a  counter- 
proposal similar  to  a  measure  that 
passed  the  House  in  1990.  That  plan 
would  exempt  from  tax  the  first  $1,000 
in  gains  taken  each  year  and  provide  a 
onetime  $200,000  exemption  for  gains 
from  the  sale  of  a  home  or  business. 
Likewise,  the  Senate  Finance  Committee 
will  pass  some  sort  of  gains  tax  cut. 

But  Democrats  in  both  houses  will  ex- 
act a  price:  a  tax  hike  on  the  wealthiest 
individuals.  The  increase  is  not  so  much 
to  pay  for  capital-gains  relief  as  it  is  an 
attempt  to  prevent  a  windfall  for  the 
rich.  Democrats  believe  they  have  a  pow- 
erful issue  in  "fairness,"  and  they'll  in- 
voke it  freely  in  the  coming  debate. 

■  Soal<  the  rich.  Bush  may  actually  pro- 
pose a  tax  hike  for  high-income  individ- 
uals in  the  health  insurance  plan  he'll 
offer  soon.  While  he  will  resist  a  rise  in 
the  top  income-tax  rate,  the  wealthy  can 
be  hit  in  other  ways,  such  as  a  further 
phase-out  of  deductions. 

■  Savings  incentives.  As   proposed  by 

Bush,  who  has  adopted  a  plan  offered 
last  year  by  Senate  Finance  Committee 
Chairman  Lloyd  Bentsen  (D-Tex.)  and 
Senator  William  Roth  (R-Del.),  individual 
retirement  accounts  would  no  longer 
have  much  to  do  with  retirement.  Unlike 
the  current  IR.\,  the  new  version  offers 
no  tax  break  when  contributions  are 
made  but  allows  tax-free  withdrawals 
for  any  purpose  after  seven  years.  This 
kind  of  tax-free  savings  plan  is  hugely 
popular  on  Capitol  Hill.  But  Rostenkow- 
ski  and  other  Democrats  may  insist  that 
Bush  find  a  way  to  pay  for  big  future 
revenue  losses. 

■  Real  Estate.  The  President  is  proposing 
a  cornucopia  of  new  tax  breaks  for  real 
estate  developers  and  home  buyers. 
First-time  home  buyers  would  be  able  to 
use  their  IR.As  for  a  down  payment  and 
would  enjoy  a  $5,000  tax  credit  as  well. 
Developers  could  use  losses  to  offset 
profits  from  unrelated  projects.  The  pro- 
posal enjoys  wide  support  on  Capitol 
Hill,  where  most  lawmakers  back  a 
somewhat  broader  measure. 

The  tax  debate  won't  be  pretty,  and  a 
budget  deficit  that  could  hit  $400  billion 
this  year  will  keep  a  final  measure  mod- 
est. But  by  springtime,  Congress  should 
pass  a  tax  cut  that  business  will  like.  It 
may  not  hasten  the  recovery  much,  but 
it  won't  hurt  much,  either.  If  the  econo- 
my breaks  his  way,  that  may  be  just 
enough  for  George  Bush. 

By  Howard  Gleckman.  with  Susan  B. 
Garland  and  Brian  Bremner,  in 
Washington 
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KERREY  VIEWS  THE  COMPETITION:  HIS  MEANOERINGS  ARE  BRUISING  HIM  IN  THE  POLLS 

A  WINTER  OF  DISCONTENT 
IN  NEW  HAMPSHIRE 


Bush  is  taking  plent\-  of  flak,  but  that  doesn't  make  anyone  else  popular 


UNION 


George  Bush  couldn"t  have  asked 
for  a  better  audience.  On  Jan.  28. 
800   members  of  Xew  Hamp- 
shire  s  business  elite  gathered  in  a  Man- 
chester hotel  to  toast  theii'  sunnval  in  a 
tough  year  and  watch  the  President  im- 
veil  his  economic  progi-am.  On  a       ^-p.  i  rpiT^ 
screen  that  towered  over  the  ^  I  /\  I   p ! 
ballroom,  they  saw  Bush  adopt  *^  -^--^  ^ 
the  martial  rhetoric  of  Opera- 
tion Desert  Storm  as  he  vowed 
to  vanquish  the  recession  with 
laser-guided  tax  cuts. 

But  judging  by  the  muted  react.  ..  : 
his  remarks,  Bush,  in  his  new  role  as 
economic  field  general,  still  has  a  way  to 
go  to  convince  votei*s  that  his  policies 
can  halt  the  state's  economic  malaise. 
That's  why  New  Hampshire,  whose  Feb. 
18  primary  marks  the  real  start  of  the 
Presidential  campaign,  remains  a  politi- 
cal mine  field  for  the  President — and  a 
tempting  opportunity  for  his  critics  on 
the  left  and  the  right. 
BROKEN  PROMISE.  For  Bush  partisans. 
:r,e  can-do  spirit  of  the  speech  struck  a 
-;;onsive  chord.  "Bush  had  his  Presi- 
face  on/'  says  Franne  Ciriello.  a 
.  ia].(.  hcster  ad  exec.  "That's  something 
=  t  'aa\  en"t  seen  much  of  lately." 

■-• '-s  elsewhere  in  the  state  echoed 
:        L^ht.  "'Bush's  ideas  are  good," 


says  Sheila  Mansur.  33.  a  pharmaceuti- 
cal technician  from  Nashua.  "I  may  vote 
for  him  again."  Adds  Concord  lawyer 
Thomas  Rath,  a  prominent  Republican: 
"Bush  wasn't  whiny.  And  his  attacks  on 
the  credit  cmnch  will  go  over  well  here." 

But  the  President  still  has 
fences  to  mend.  Kevin  Prescott. 
an  electrician  with  Public  Ser- 
vice of  Xew  Hampshire,  hasn't 
forgiven  him  for  breaking  his 
no-tax   pledge.   The  speech 
moved  the  36-year-old  Pem- 
-_.-ident  from  the  "no  way''  col- 
umn to  "maybe."  But  no  further.  "The 
long-term  plan  had  no  specifics."  says 
Prescott.  'Tt's  almost  another  campaign 
promise — and  he  kicked  us  last  time." 
Republican  Pete  Lamson.  co-owner  of  PB 
Circuits,  a  small  high-tech  concern  in 
Hudson,  says  the  President's  prescrip- 
tion "is  a  start.  But  even  if  he  can  get  it 
through  Congress,  it  won't  turn  around 
the  economy  overnight." 

Although  the  State  of  the  Union  may 
firm  up  the  President's  Xew  Hampshii-e 
base,  some  onetime  Bush  backei-s  are 
shopping  for  alternatives.  Declares  Mar- 
cia  Zahr.  assistant  to  the  president  of 
PowerHouse  Programs  Inc.,  a  family- 
run  telecommunications  consulting  out- 
fit in  Bedford:  "Fm  not  going  to  vote  for 


Bush  again.  We're  a  classic  startup,  and 
we're  hanging  by  a  thread.  Bush  just 
doesn't  seem  to  care."  Instead.  Zahr  is 
suppoiting  right-wing  insurgent  Pat  Bu- 
chanan. It's  embittered  voters  like  her 
who  make  Govemor  Judd  Gregg  fret: 
"Buchanan  could  get  30^c  of  the  vote." 

Other  Republicans,  though,  can't 
stomach  Buchanan's  "America  Fii-st" 
pitch.  So  they're  fliiting  with  the  Demc - 
crats.  Mike  Danielian.  61.  a  former  coi  - 
n-actor  from  Hampton,  turned  up  at 
coffee  klatch  for  Xebraska  Senator  Bo; 
KeiTey  the  other  day — and  pronounce.; 
himself  impressed.  "The  Bush  Adminis- 
a-ation  has  driven  me  prettj"  close  to 
bankrtiptcy."  says  Danielian. 
ZERO  CHANCE.  Democrats  should  be 
poised  to  tap  this  vein  of  discontent.  But 
joy  over  Bush's  ti-oubles  has  been  muted 
by  a  growing  awareness  that  the  Demo- 
cratic field  is  astonishingly  weak.  Local 
favorite  Paul  Tsongas  impresses  folks 
with  his  probusiness  message  but  is  giv- 
en zero  chance  of  capitalizing  on  a  goO' ; 
Xew  Hampshire  showing.  Iowa  Senator 
Tom  Harkin's  Xew  Deal  nostalgia  hasn't 
caught  fii'e.  And  Kerrey's  meanderings 
on  the  stump  are  killing  him  in  the  polls. 

Then  there's  Arkansas  Governor  Bill 
Clinton  (page  97).  He  remains  the  front- 
runner,  but  the  furor  over  his  alleged 
exti-amarital  affairs  has  stopped  his  mo- 
mentum, and  his  abilitj"  to  weather  the 
crisis  is  in  doubt.  "People  may  initially 
rally  around  Clinton."  says  David  W. 
Moore,  a  political  science  professor  an.; 
pollster  at  the  Univei-sity  of  Xew  Hamj> 
shire.  "But  the  longer  the  storj-  drags 
on,  the  more  shifts  there  will  be  to  candi- 
dates perceived  as  less  dangerous." 

If  Clinton  self-desti-ucts.  Democratic 
leaders  may  begin  a  frantic  search  for  a 
late-starting  salvation  candidate.  Al- 
ready, backrooms  are  buzzing  with  talk 
of  a  possible  entiw  by  Texas  Senator 
Lloyd  Bentsen.  House  Majority  Leader 
Richard  A.  Gephardt  (D-Mo.) — even  Xevs- 
York  Governor  Mario  M.  Cuomo,  v.  hose 
Presidential  musings  never  cease.  "Clin- 
ton aside,  this  is  a  pathetic  field,"  says 
Atlanta  pollster  Claiboume  Darden.  'Tf 
he  gets  weaker,  it'll  create  a  vacuum 
that  must  be  filled." 

Given  the  Granite  State's  tepid  re 
sponse  to  the  State  of  the  Union  mes- 
sage. Xew  Hampshire  remains  risk}"  ter- 
ritoiy  for  the  President.  But  barring  an 
unforeseen  shift  in  the  political  winds, 
Bush  may  be  able  to  limp  away  with 
only  a  few  flesh  wounds  from  the  pesky 
Buchanan — and  a  growing  sense  of  con- 
fidence that  however  large  his  troubles 
loom,  the  opposition  remains  in  no  posi- 
tion to  take  advantage. 

By  Lee  Walczak  in  Portsmouth.  X.  H.. 
Douglas  Harbrecht  in  Manchester,  X.  H., 
and  Gary  McWilliams  in  Xashua.  X.  H. 
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EFENSEI 


IT'S  KIND  OF  LIKE 

BUSH  TO  CONTRACTORS:  DROP  DEAD' 


)efense  is  already  reeling,  and  the  cuts  have  barely  begun 


For  financially  troubled  LTV  Corp., 
supplying  structural  parts  for  the 
B-2  Stealth  bomber  was  never  just 
nother  defense  order.  The  contract,  un- 
er  which  LTV  builds  one-third  of  each 
850  million  bat-winged  plane,  is  the 
irgest  in  the  order  book  of  the 
)allas-based  conglomerate's 
lircraft  Div.  And  LTV  was 
anking  heavily  on  selling  the 
ircraft  unit  to  gain  the  where- 
withal to  emerge  from  Chapter 
1  bankruptcy. 

LTV's  prize  asset  looked  more  like  a 
ability,  though  as  soon  as  President 
5ush  said  in  his  State  of  the  Union  mes- 
age  that  he  wants  to  cap  B-2  production 
t  20  planes  instead  of  75.  With  compo- 
ents  for  12  B-2s  delivered  already,  LTV 
aid  on  Jan.  29  that  it  will  lay  off  1,500 
f  9,800  Aircraft  Div.  workers  by  year- 
nd.  More  cuts  are  in  store  for  1993. 

LTV  isn't  alone  in  feeling  the  pain  of  a 
fiore  peaceful  world.  From  Connecticut 
0  California,  defense  contractors  and 
heir  suppliers  are  reeling  from  Bush's 
ecision  to  chop  another  $50  billion  from 
.efense  spending  over  the  ne.xt  five 
ears.  That's  just  for  openers.  Demo- 
rats  on  Capitol  Hill  are  clamoring  for 
aster,  deeper  cuts.  The  industry  is  in 
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"free-fall,"  warns  Hughes  Aircraft  Co. 
Chairman  Malcolm  R.  Currie.  "It's  really 
going  to  be  a  struggle  for  survival." 

The  numbers  aren't  even  the  whole 
story.  For  40  years,  U.  S.  strategic  policy 
emphasized  maintaining  a  technological 
edge.  Now,  Bush  plans  to  re- 
duce long-range  nuclear  arse- 
nals, potentially  eliminating 
some  of  America's  most  ad- 
vanced cold-war  weapons.  And 
in  his  decision  to  slash  B-2  pro- 

  curement,  cancel  the  Seawolf 

attack-submarine  program,  and  kill  or 
defer  four  Army-modernization  pro- 
grams (table).  Bush  is  signaling  a  key 
shift  in  defense-acquisition  policy. 

With  Russian  President  Boris  Yelt- 
sin's agreement  to  cooperate  in  making 
deep  nuclear  cuts,  there's  no  need  to 
rush  new  weapons  into  the  field.  In- 
stead, the  Pentagon  will  spend  more 
time  and  money  developing  and  testing 
weapons  without  committing  to  full  pro- 
duction. "We  will  focus  on  research  and 
development  to  create  a  storehouse  of 
technology,  which  we  can  use  when 
needed,"  says  Defense  Secretary  Dick 
Cheney. 

The  new  procurement  strategy  is 
sending  shock  waves  through  an  indus- 


try used  to  high-volume  production.  "It's 
kind  of  like  'Bush  to  Contractors:  Drop 
Dead,'  "  says  Gordon  Adams,  director  of 
the  Defense  Budget  Project,  a  Washing- 
ton think  tank.  Worries  Grumman  Corp. 
President  Robert  J.  Myers:  "It's  awfully 
tough  to  keep  an  industry  going  just 
building  prototypes."  Some  in  the  ser- 
vices agree.  "Many  of  the  problems  we 
have  in  developing  weapons  are  produc- 
tion problems,"  notes  one  Navy  official. 
"Unless  you  go  into  production,  you 
don't  know  if  it'll  fly." 
'GOODBYE.'  Just  how  far  the  policy  shift 
will  go  isn't  clear.  But  for  many  compa- 
nies, the  adjustment  is  already  wrench- 
ing. The  B-2  generates  about  half  of 
prime  contractor  Northrop  Corp.'s  $5.5 
billion  in  annual  revenues  and  $210  mil- 
lion in  profits.  Cancellation  of  the  $33.6 
billion  Seawolf  program  is  likely  to  force 
big  layoffs  at  General  Dynamics  Corp.'s 
Electric  Boat  Div.  in  Groton,  Conn.  Elec- 
tric Boat,  which  employs  15,000  people, 
had  counted  on  snaring  most  of  the  ex- 
pected 12  contracts  for  the  Seawolf. 
While  the  company  is  working  down  a 
backlog  of  12  other  subs  for  the  Navy, 
GD  officials  had  earlier  warned  that  Elec- 
tric Boat  might  not  survive  without  one 
new  submarine  contract  a  year. 

The  big  defense  contractors  aren't  the 
worst  off.  "Most  of  the  major  companies 
will  be  able  to  adjust  to  a  scaled-down 
military  budget,"  says  an  executive  at 
Martin  Marietta  Corp.  in  Bethesda,  Md. 
"It's  the  thousands  of  subcontractors 
and  suppliers  who  will  really  take  a 
beating."  They  tend  to  be  far  more  de- 
pendent on  a  handful  of  contracts. 

Just  ask  Pericles  Haleftiras,  president 


Big-budget  weapons  systems  that  Bush  wants  to  cut 
System  Proposed  cut  Savings  through  1997  (Billions)     Main  contractors, 


SEAWOLF  SSN-21  ATTACK  SUB 

Ccificel,  except  for  sole  vessel  under  construction 

$17.5 

General  Dynamics'  Electric  Boot 
Div. 

B-2  STEALTH  BOMBER 

Cap  production  at  20  planes 

14.5 

Northrop,  Boeing,  LTV 

COMANCHE  LIGHT  HELICOPTER 

Defer  production,  build  prototypes  instead 

3.4 

Sikorsky,  Boeing 

AIR-DEFEHSE  AHTITANK 
SYSTEM 

Cancel                        .  ,  ■       i  \  .  ».  . 

1.7 

Martin  Marietta 

— - — .  .  ,  :  _ — 1 

MIDGETMAN  SMALL  ICBM 

Terminate  in  favor  of  improvements  to  the  Minuteman  1 

1  missile  1.0 

Martin  Marietta,  General 
Electric,  Boeing  Aerospace 

DATA;  DEFENSE  DEPT. 


of  Structured  Technology  Corp.  in  East 
Lyme,  Conn.  Defense  generated  85%  of 
the  software  and  electrical-engineering 
company's  $10  million  in  revenues  last 
year.  Haleftiras  expects  a  30%  cut  in 
contract  revenues  this  year  and  at  least 
another  30%  reduction  in  1993.  "These 
are  times  that  can  make  or  break  small 
companies  like  us,"  he  says. 

The  winding  down  of  the  Navy's  F-14 
fighter  program  has  been  equally  devas- 
tating for  Monitor  Aerospace  Corp.,  a 
small  aerospace  parts  maker  in  Amity- 
ville,  N.  Y.  Monitor  President  Guy  Le- 
pore  is  trying  to  win  more  commercial- 
aerospace  contracts,  but  the 
competition — subsidized  Korean,  Japa- 
nese, and  Taiwanese  suppliers — is  ex- 
tremely tough.  "Every  two  months,  it's 
'goodbye,  goodbye,'  another  10  people 
gone,"  says  Lepore,  who  has  cut  employ- 
ment from  480  in  1989  to  363. 
MAJOR  BRAWLS.  It's  likely  to  get  worse. 
Despite  Bush's  line-in-the-sand  warning 
that  he  would  go  "this  deep  and  no  deep- 
er" on  defense.  Congress  will  try  to 
whack  the  military  budget  even  harder. 
"The  biggest  threat  is  not  military  but 
economic,"  says  Senate  Finance  Commit- 
tee Chairman  Lloyd  Bentsen  (D-Tex.),  a 
longtime  hawk  who  now  backs  defense 
cuts  of  about  $100  billion  to  help  pay  for 
a  tax  cut.  Senator  Carl  M.  Levin  (D- 
Mich.),  a  member  of  the  Armed  Services 
Committee,  predicts:  "There  are  going  to 
be  major  battles  this  year."  Committee 
members  expect  brawls  over  how  deeply 
to  slash  the  B-2,  Seawolf,  and  F-14  pro- 
grams, as  well  as  troop  size  in  Europe. 

The  Democrats'  rhetoric  may  outrun 
what  some  of  them  are  actually  willing 
to  do,  however.  When  it  comes  to  safe- 
guarding defense-industry  jobs  in  their 
own  districts — especially  in  an  election 
year— legislators  are  notoriously  paro- 
chial. In  a  sour  economy,  notes  one 
House  Armed  Services  Committee 
source,  "members  don't  give  a  damn 
about  policy.  They  just  want  protection." 

Amid  all  the  doom  and  gloom,  the 
Strategic  Defense  Initiative  remains  a 
potentially  lucrative  source  of  business 
for  defense  companies.  The  Bush  Admin- 
istration is  requesting  a  $1.3  billion  in- 
crease in  the  Star  Wars  budget,  to  $5.4 
billion  for  fiscal  1993.  Martin  Marietta  is 
sitting  pretty  with  $425  million  in  SDI- 
research  contracts.  "If  one  or  more  of 
these  programs  goes  to  production,  the 
ultimate  value  to  the  contractor  could  be 
multibillion  dollars  in  scope,"  says  a 

•mpany  executive.  Maybe.  But  as  one 
I  pons  program  after  another  takes  a 
even  Bush's  favored  Star  Wars 
'  come  under  the  knife. 
.  ■.  ■    Borrus,  with  Seth  Payne  in  Was/i- 
isa  Driscoll  in  New  Haven,  Eric 

■    •         '.OS  Angeles,  and  bureau  reports 
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MOVING  AGAIN:  SPURRED  BY  LOW  INTEREST  RATES,  HOME  SALES  HAVE  PICKED  UP  SINCE  FALL 


WITH  PROFITS  PUNY, 

THE  MOOD  AMONG  CEOs  IS  SOUR 


And  it's  not  getting  better — despite  upsurges  in  housing  and  exports 


Centel's  yearend  numbers  were  the 
kind  any  chief  executive  would 
boast  about:  Powerful  growth  in 
the  cellular-phone  business  sparked  a 
21%  increase  in  fourth-quarter  operating 
profits.  Counting  one-time  gains,  net 
profits  soared  158%,  to  $25.7  million.  But 
Centel  Corp.  Chairman  John  P.  Frazee 
Jr.  is  hardly  beating  his  chest.  "I  don't 
believe  our  numbers  reflect  any 
strength  in  the  economy,"  he  says.  "I'm 
not  an  economy  basher,  but  I  don't  think 
anyone  in  our  industry  would  tell  you 
that  it  has  turned." 

Frazee  is  hardly  alone  in  his  pessi- 
mism. To  makers  of  everything  from 
steel  and  cars  to  computers  and  tele- 
phones, the  forecast  is  grim.  "This  is  a 
persistent,  deeply  rooted  recession," 
says  Vincent  A.  Sarni,  chairman  of  PPG 
Industries  Inc.,  a  Pittsburgh  glass-and- 
chemicals  concern.  His  company's  profit 
fell  69'/^  in  the  fourth  quarter.  "The 
economy  remains  anemic,"  he  says. 

Funny  thing  is,  that 
anemic  economy,  which 
led  to  such  lackluster 
results  for  many  compa- 
nies in  the  fourth  quar- 
ter (table),  may  be 
showing  signs  of  hope. 
Exports  surged  3.7%  in 
the  fourth  quarter. 
Sales  of  existing  homes, 
spurred  by  low  interest 
rates,  are  perking  up 
(chart).  And  the  tax  cuts 
proposed  by  President 
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A  SLOW  RECOVERY 
IN  REAL  ESTATE? 


JAN  '91 
A  PERCENT  CHANGE 


Bush  in  his  Jan.  28  State  of  the  Union 
address  could  give  real  estate  a  further 
jolt  (page  24). 

To  many  economists,  all  this  suggests 
a  solid  economic  turnaround  by  midyear, 
complete  with  a  rebound  in  corporate 
profits.  Steven  G.  Einhorn,  market  strat- 
egist at  Goldman,  Sachs  &  Co.,  sees  op- 
erating earnings  for  companies  in  the 
Standard  &  Poor's  500-stock  index  rising 
by  10%  to  12%  for  all  of  1992.  And  since 
he  believes  corporate  write-offs  peaked 
last  year,  1992  net  profits  for  the  S&P 
500  could  jump  by  as  much  as  33%-. 
'BY  DEFAULT.'  With  its  recent  spate  of 
record-setting  days,  the  stock  market 
clearly  buys  Einhorn's  argument.  But 
the  bull  market  isn't  cheering  up  CEOs. 
"The  stock  market  gets  a  lot  of  inves- 
tors just  by  default,"  says  Centel's  Fra- 
zee, noting  the  poor  returns  other  invest- 
ments now  yield. 

Why  the  doom  and  gloom?  Partly  be- 
cause it  has  been  a  miserable  three 
years  for  big  companies. 
Profits  peaked  at  the 
end  of  1988.  Moreover, 
executives  were  tanta- 
lized with  recovery  once 
before.  "People  were 
fooled  about  the  econo- 
my last  spring,"  says 
Michael  Hines,  senior 
vice-president  of  Fideli- 
ty Investments.  "Fewer 
people  are  going  to  see 
the  recovery  coming 
this  time." 


DATA:  NATIONAL  ASSOCIATION  OF  REALTORS 


The  promise  of  a  rebound  seems  hol- 
ow  to  companies  that  slashed  payrolls 
ind  shuttered  unprofitable  operations, 
)nly  to  be  met  with  still-falling  profits. 
?ake  Ingersoll-Rand  Co.  Blasted  by  the 
982  recession,  the  Woodcliff  Lake 
N.J.)  equipment  maker  radically  re- 
itructured.  "With  almost  40'/  fewer  peo- 
)le,  407'  less  square  footage  [in  fac- 
ories],  and  50%  less  inventory,  we're 
till  putting  out  the  same  volumes,"  says 
Comptroller  Thomas  F.  McBride.  Even 
iO,  without  inventory  adjustments,  In- 
^ersoll's  fourth-quarter  profits  would 
lave  run  flat. 

lARBiNGERS.  Still,  signs  of  eventual 
ecovery  are  unmistakable.  Low  interest 
ates  are  easing  the  debt  burden  on 
)usinesses,  to  the  eventual  tune  of 
ip  to  $20  billion  annually.  And  home- 
iwners  figure  to  save  $22  billion  in  inter- 
!st  this  year,  says  the  Mortgage  Bank- 
!rs  Assn. 

The  residential  real  estate  market — 
he  usual  engine  of  recovery — is  also  re- 
'iving.  Housing  starts  rose  2.6%  in  De- 
ember,  and  Merrill  Lynch  &  Co.  pre- 
licts  an  added  15%  rise  in  starts  in  1992. 
Meanwhile,  sales  of  existing  houses 
lave  climbed  steadily  since  September. 
'The  market  is  getting  stronger,"  says 
)avid  Liniger,  chairman  of  Re/Max  In- 
ernational  Inc.,  the  big  residential  real 
estate  firm.  "We're  seeing  a  very,  very 
arge  number  of  first-time  buyers." 

Exports,  too,  have  maintained  their 
strength.  U.  S.  merchandise  exports  in 
"Jovember  hit  record  levels.  And  the 
veakening  dollar,  down  8%  since  the 
niddle  of  1991,  will  keep  U.  S.  goods 
•ompetitive  in  foreign  markets. 

But  so  far,  few  CEOs  are  ready  to 
;redit  the  economy  with  renewed 
;trength — even  when  their  own  numbers 
ire  improving.  Indeed,  more  than  half  of 
he  major  companies  reporting  fourth- 
[uarter  results  so  far  enjoyed  growth. 
5ome  showed  very  good  growth:  Walt 
])isney  Co.,  for  instance,  had  a  307 
;purt  in  sales.  But  it's  also  true  that 
nany  eye-popping  fourth-quarter  gains 
!an  be  explained  by  one-time  events.  Oil- 
'ield-services  giant  Schlumberger  Ltd., 
'or  instance,  says  its  1047  improvement 
vas  mostly  due  to  a  $131  million  credit 
"rom  an  asset  sale. 

Just  how  deep  is  the  gloom  in  execu- 
,ive  suites?  This  deep:  Computer  maker 
Jnisys  Corp.  reported  its  first  profit  in 
'ight  quarters.  Just  the  same,  CEO 
fames  A.  Unruh  says:  "I'm  not  expect- 
ng  any  help  from  the  economy.  I'm  not 
expecting  that  market  conditions  will 
'hange."  All  the  economists  who  see  cro- 
cuses starting  to  sprout  are  betting  that 
ixecutives  like  Unruh  have  been  down 
:oo  long  to  see  the  thaw. 

By  David  Greising  //?  Chicago  and 
Vlichael  J.  Mandel  in  New  York,  with 
mreau  reports 


THE  FOURTH-QUARTER  NUMBERS: 
GIOOM  AND  A  GLIMMER  OF  LIGHT 
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t  First-quarter  results  H  Second-quarter  results 
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COMPETITIVENESS! 


HONDA'S  MARYSVILLE  PLANT:  I0,200  WORKERS  IN  OHIO  AND  NOT  A  LAYOFF  YET 


THE  BACKLASH  ISN'T  JUST 
AGAINST  JAPAN 


Buying  American  is  in — but  what  about  the  Honda  worker  next  door? 


It's  hard  to  miss  the  RobyUSA  dealer- 
ship on  the  outskirts  of  Marysville, 
Ohio.  A  huge  American  flag  flies 
outside  the  glassy  showroom  of  Chevro- 
lets,  Oldsmobiles,  and  Geos.  Inside,  Gen- 
eral Manager  Bradford  K.  Perrine  is 
mulling  over  how  he  can  take  advantage 
of  the  Buy  American  fever  sweeping  the 
U.  S.  One  idea:  Roby  could  give  extra 
discounts  to  employers  who  offer  em- 
ployees incentives  to  buy  U.  S.  cars. 

But  so  far,  nobody's  doing  much  of 
that  in  this  West  Central  Ohio  burg. 
This,  after  all,  is  Honda  Country.  Marys- 
ville is  home  to  Honda  of  America  Manu- 
facturing Inc.'s  largest  U.  S.  plant, 
which  every  day  churns  out  1,500  Ac- 
cords. All  told,  Honda  has  invested  $2.4 
billion  in  four  Ohio  plants  and  engineer- 
ing facilities  and  employs  10,200  work- 
ers. And,  as  the  region's  largest  private 
-inployer,  it  hasn't  laid  off  a  one. 
Still,  the  area  doesn't  exactly  trumpet 
'•eliance  on  the  Japanese  auto  maker. 
■  ' .  .;!re   the   Grass   is   Greener,"  an- 
•  PS  a  sign  as  you  enter  Marysville, 
:he  home  of  Scotts  Co.,  the  lawn 
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care  company.  Neighboring  Bellefon- 
taine  (pronounced  bell-fountain)  high- 
lights its  own  claim  to  fame,  the  first 
concrete  street  in  America,  rather  than 
its  nearby  Honda  plant. 

These  days,  those  might  be  safer 
points  of  civic  pride  than  the  area's  ties 
to  Japan,  as  Buy  American  fever  infects 
the  U.  S.  The  biggest  outbreak?  St.  Lou- 
is-based Monsanto  Chemical  Co.'s  an- 
nouncement on  Jan.  23  that  it  will  give 
each  of  its  12,000  employees  $1,000  to- 
ward a  new  car  assembled  in  the  U.  S., 
Canada,  or  Mexico.  This  came  on  the 
heels  of  Los  Angeles  County's  cancella- 
tion of  a  contract  to  buy  trains  from 
Sumitomo  Corp.  Then  there  was  baseball 
Commissioner  Fay  Vincent's  stone-cold 
reception  to  news  that  a  Q07o  interest  in 
the  Seattle  Mariners  could  be  sold  to  a 
Japanese  family. 

For  each  Japanese  company  that 
might  be  fretting  about  the  Buy  Ameri- 
can sentiment,  there  are  stateside  busi- 
nesses looking  for  an  opportunity.  At  a 
recent  fashion  mart  in  New  York,  retail- 
ers showed  new  interest  in  clothes  made 


in  the  U.  S.  At  Buick  dealer  Deane  Auto- 
motive Center  in  Denver,  foreign  trade- 
ins  are  up.  "They're  saying,  'We're  go- 
ing to  buy  American  this  time,'  "  says 
salesman  Allan  R.  King.  And  Houston- 
based  Brik  Toy  Co.  had  tried  for  two 
years  to  get  Toys  'R'  Us  Inc.  to  buy  its 
plastic  building  blocks.  Last  month,  tiny 
Brik  got  a  yes.  Toys  'R'  Us  Vice-Chair- 
man Michael  Goldstein  confirms  that 
Brik's  "made  in  America"  label  was  one 
reason.  Says  Brik  President  John  C. 
Brannan:  "Vendors  who  turned  us  down 
are  now  giving  us  a  chance." 

The  anti-Japanese  sentiment  is  seen  in 
Japan  as  not  much  more  than  a  passing 
fancy.  "It's  a  temporary  phenomenon  re- 
lated to  the  recession,"  says  Masamichi 
Hanabusa,  chief  spokesman  for  the  Jap- 
anese Foreign  Ministry.  "There  are  ups 
and  downs  in  any  nation's  sentiment  to- 
ward its  ]jartners." 

OUT  OF  CONTROL?  But  to  some  Ameri- 
cans, a  certain  divide  seems  to  have  been 
crossed.  "There  is  a  real  danger  in  the 
coming  year  that  this  thing  can  get  out 
of  control,"  says  a  senior  State  Dept. 
official.  Some  U.  S.  employees  of  Japa- 
nese companies  say  that's  already  hap- 
pening and  that  they're  taking  a  lot  of 
heat.  "Three  years  ago,  if  I  told  people 
who  I  was  working  for,  they'd  say, 
'That's  interesting,'  "  a  manager  with  a 
giant  Japanese  trading  company  reports. 
"Now  they  say,  'Why  are  you  working 
for  the  Japanese?'  " 

Back  in  Marysville,  that's  not  much  of 
a  problem.  "The  thing  people  say  most 
to  me  is,  'Are  you  hiring?'  "  observes 
one  Honda  employee.  Besides,  most 
Honda  folks  figure  their  cars  are  as 
American  as  those  made  by  the  Big 
Three,  citing  the  15%  U.  S.  content  that 
Honda  says  is  built  into  each.  Honda 
worker  Janet  Miller  says  she  owns  a 
Dodge  powered  by  a  Mitsubishi  engine. 
"What's  the  difference?"  she  asks. 

Some  Marysville  citizens  even  suggest  i 
that  their  neighbors  could  learn  some-  i 
thing  from  Honda.  Harold  "Sonny"  i 
South,  who  works  on  the  Accord  assem-  1 
bly  line,  attributes  much  of  the  compa-  | 
ny's  success  to  an  emphasis  on  team  i 
effort.  "I'm  afraid  to  say,  America  i 
doesn't  think  that  way  yet,"  he  says.  I 

Not  that  these  Japanese  "transplant"  i 
workers  are  entirely  unsympathetic  to  i 
U.  S.  complaints  of  a  closed  market  in  i 
Japan.  And  they  were  a  little  surprised  1 
to  hear  that  a  Japanese  politician  recent-  i 
ly  called  U.  S.  workers  "lazy"  and  often  ( 
illiterate.  But  for  some,  there  was  truth  ( 
to  the  charges.  "It's  unfortunate  it  was  ( 
said  publicly,"  .says  Sonny  South,  "but 
sometimes  it  takes  a  pretty  hard-hitting  t 
[comment]  to  get  the  U.  S.  to  wake  up."  s 

By  Zaduinj  Schiller  in  Marysville,  with  i 
Robert  Neff  in  Tokyo  and  bureau  reports 


Commentary/by  Christopher  Farrell 


AMERICA  NEEDS  PROTECTION  FROM  THE  PROTECTIONISTS 


Americans  are  hurting.  And  in 
conversations  at  work  and  at 
home,  you  can  hear  an  angry 
argument  gathering  force.  More  and 
more,  people  are  wondering  if  the  U.  S. 
needs  to  keep  out  imports  to  save  jobs 
at  home. 

And  why  not?  America's  Japanese 
rivals  have  adroitly  manipulated  trade 
flows  for  years,  bolstering  their  indus- 
trial might  in  everything  from  cars  to 
semiconductors.  Airbus  In- 
dustrie, heavily  subsidized 
by  several  European  gov- 
ernments, has  evolved  into 
Boeing  Co.'s  strongest 
competitor.  And  many 
economists,  once  the  fierc- 
est proponents  of  free 
trade,  now  acknowledge 
that  in  theory  nations  can 
sometimes  benefit  more 
from  import  barriers  and 
export  subsidies  than  they 
can  from  free  trade. 

Despite  their  emotional 
appeal,  such  arguments  ig- 
nore a  crucial  transforma- 
tion in  the  U.  S.  economy; 
Over  the  past  five  years, 
the  U.  S.  has  gained  more 
from  free  trade  than  it  has 
lost.  Overseas  trade  has 


the  U.  S.  more  competitive  are  global 
skills  forged  by  white-hot  international 
competition.  Look  at  IBM.  It  owns  re- 
search and  product-development  lab- 
oratories in  a  number  of  countries, 
which  is  one  way  to  keep  on  top  of 
ideas  generated  throughout  the  global 
marketplace.  Companies  sheltered 
from  the  demands  of  overseas  competi- 
tion have  less  reason  to  stay  current. 
Without  outside  pressure,  it's  not  likely 


contributed  about  'S07c  of  real  growth 
in  the  economy  since  the  trade  deficit 
peaked  in  1986.  And  the  entire  0.3'X 
gain  in  real  gross  domestic  product  in 
the  last  quarter  of  1991  came  from  ex- 
ports. "Export  growth  is  our  best  pros- 
pect for  stimulating  an  economic  recov- 
ery this  year,"  says  Jerry  Jasinowski, 
president  of  the  National  Association 
of  Manufacturers. 

PUSH  AND  PROD.  True,  Japan's  market, 
the  world's  second-largest,  is  still  in- 
hospitable to  too  many  American  com- 
panies. But  there's  no  gainsaying  the 
successes  achieved  over  the  past  de- 
cade. Under  intense  pressure,  Japan 
has  been  grudgingly  opening  up  its 
computer,  financial  services,  and  other 
industries,  and  U.  S.  exports  there  are 
up  from  $28  billion  in  1987  to  about  $48 
billion  in  1991.  The  White  House,  the 
Administration's  trade  negotiators,  and 
Congress  should  continue  to  press  for 
ever  more  market  access — there  and 
elsewhere. 

Take  the  long  view,  and  you'll  find 
the  case  for  free  trade  grows  even 
stronger.  The  research,  development, 
and  technological  innovation  that  make 


that  quality  would  be  such  a  high  pri- 
ority at  companies  such  as  Motorola, 
Ford,  and  Alcoa. 

History,  too,  argues  in  favor  of  free 
trade.  Since  1950,  worldwide  trade  has 
grown  by  about  67f  a  year,  more  than 
507f  faster  than  the  growth  in  output. 
"One  of  the  things  spurring  growth 
over  the  past  40  years  is  that  trade  got 
freer,"  says  Lawrence  H.  Summers, 
chief  economist  at  the  World  Bank. 
And  when  the  U.  S.  puts  up  barriers  it 
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often  costs  consumers  a  bundle.  For 
example,  apparel  and  textile  protection 
is  adding  about  $20  billion  annually  to 
consumers'  bills,  estimates  William  R. 
Cline,  senior  fellow  at  the  Institute  for 
International  Economics.  The  develop- 
ing countries  of  Latin  America  also 
learned  the  hard  way  that  erecting 
trade  barriers  to  nurture  domestic  in- 
dustries isolated  them  from  global 
technological  progress  and  helped  con- 
demn them  to  years  of 
stagnation. 

By  contrast,  foreign 
trade  is  boosting  Ameri- 
ca's bottom-line  prospects. 
The  U.  S.  trade  balance 
with  Western  Europe,  for 
example,  has  swung  to  a 
$10  billion  surplus  from  a 
$o5  billion  deficit  in  1986. 
Indeed,  America's  share  of 
total  exports  among  indus- 
trialized nations  is  up  from 
15.2%  in  1985  to  around 
18%  last  year,  figures 
Mark  Zandi,  economist  at 
Regional  Financial  Asso- 
ciates Inc. 

The  U.  S.  could  be  even 
more  competitive  than 
those  numbers  suggest.  A 
recent  National  Research 
Council  study  estimates  that  the  offi- 
cial tally  of  annual  U.  S.  exports  could 
be  too  low  by  some  $10  billion  to  $20 
billion. 

Corporate  America's  stellar  trade 
showing  should  only  improve.  The  dol- 
lar remains  somewhat  undervalued  rel- 
ative to  other  major  currencies.  Yes, 
that  advantage  could  vanish  overnight. 
But  U.  S.  companies  now  benefit  from 
a  more  lasting  change:  a  cost  of  capital 
that's  close  to  what  their  foreign  rivals 
pay.  Another  long-term  plus:  America's 
hourly  labor  costs  are  among  the  low- 
est in  the  industrialized  world,  and  la- 
bor productivity  growth  is  strong. 

As  should  be  clear  by  now,  the  U.  S. 
has  little  to  fear  from  free  trade.  The 
true  risks  come  from  skimping  on  in- 
vestment, both  public  and  private.  In 
this  area,  the  U.  S.  needs  to  catch  up  to 
Japan  and  Germany.  The  argument 
shouldn't  be  over  whether  to  keep  out 
Japanese  cars — that  wrongheaded 
trade  policy  would  only  reverse  Corpo- 
rate America's  recent  strides.  The  bet- 
ter course  is  to  find  the  best  ways  for 
the  U.  S.  to  use  its  resources  to  remain 
a  robust  global  competitor. 
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CHRYSLER  MAY  ACTUALLY 
BE  TURNING  THE  CORNER 


Costs  are  down,  new  models  are  sleek.  But  are  any  buyers  out  there? 


reaking  even  is  hardly  a  chief  ex- 
ecutive's idea  of  dreamland.  But 
on  Feb.  6,  when  Chrysler  Corp.  is 
expected  to  announce  that  it  just  about 
broke  even  in  199rs  fourth  quarter,  Lee 
A.  lacocca  may  be  excused  if  he  sleeps  a 
little  easier  than  his  crosstown  rivals. 
While  he  has  cut  Chrysler's  losses  near- 
ly to  zero  during  the  worst  auto  sales 
drought  in  a  decade,  rivals  Ford  Motor 
Co.  and  General  Motors  Corp.  are  ex- 
pected to  announce  combined  losses  of 
about  $1  billion  for  the  quarter. 

Surprised  that  Chrysler's  doing  so 
well?  You're  not  alone.  For  years,  com- 
petitors have  contended  that  the  No.  3 
y.  S.  auto  maker  is  too  small  to  survive 


dans  due  out  this  fall.  Plus,  the  new 
models  are  all  in  higher-margin  niches. 

But  Chrysler's  biggest  edge  may  be 
the  effectiveness  of  its  cost-cutting.  The 
company  has  chopped  $3  billion  out  of 
costs  over  three  years,  lacocca  says. 
Along  the  way,  Chrysler  axed  15,800  em- 
ployees, more  than  a  third  of  them  bear- 
ing white  collars,  which  it  claims  saves 
$660  million  annually.  Yet  it  has  often 
managed  to  speed  up 
operations.  For  exam- 
ple, its  parts-distribu- 
tion operation  has  cut 
inventories  by  507f. 
That  saves  cash  and 
cuts  the  time  it  takes  to 
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OPERATING  LOSS 
PER  CAR  SOLD 


A  '93  EAGLE  VISION,  FROM  THE  LH  LINE:  CHRYSLER  IS  PUSHING  HIGHER-PROFIT  MODELS 


on  its  own.  They  could  still  be  right.  But 
lately,  a  few  contrarians  have  come  to 
believe  that  Chrysler  may  be  on  the 
verge  of  a  comeback  like  the  one  it  made 
after  its  1979  government  bailout.  Wall 
Street  has  bid  up  Chrysler  shares  by 
507',  to  about  $15,  since  mid-December. 
And  lacocca  predicts  that  with  even  a 
modest  uptick  in  U.  S.  auto  sales,  Chrys- 
ler "will  become  a  money  machine." 

Much  of  the  optimism  is  based  on  the 
raft  of  nifty  new  Chrysler  models  com- 
ing out  this  year.  Dealers  and  analysts 
expect  strong  sales  for  the  speedy 
Dodge  Viper,  the  Jeep  Grand  Cherokee, 
and  the  sleek  new  LH  line  q{  family  se- 


deliver  parts  to  dealers  to  just  three 
days,  down  from  seven. 

Some  of  the  biggest  savings  are  from 
innovations  borrowed  from  such  Japa- 
nese companies  as  Honda  Motor  Co.  and 
Chrysler  partner  Mitsubishi  Motors 
Corp.  For  instance,  Chrysler  engineers 
no  longer  belong  to  groups  focused  on  a 
single  function,  such  as  designing  en- 
gines. Now  they're  assigned  to  teams 
that  design  a  single  model  and  report  to 
one  manager  instead  of  several.  That 
shift,  Chrysler  says,  saves  $475  million  a 
year,  partly  because  better  communica- 
tion among  engineei-s  means  fewer  cost- 
ly design  changes.  It  also  has  helped 


trim  the  product  development  cycle  by  a 
year,  to  SVi  years — close  to  the  three 
years  typical  for  Japanese  rivals. 

Another  Japanese-style  innovation:  co- 
operating more  with  suppliers.  Chrysler 
says  its  annual  spending  on  parts  and 
raw  materials  is  down  $900  million,  part- 
ly because  it  increasingly  lets  suppliers 
engineer  their  own  components. 
PINCHED  ARM.  The  question  now:  Does 
Chrysler  have  the  financial  oomph  to 
make  it  if  the  auto  slump  persists?  Just 
launching  new  models  this  year  will  cost 
$3.5  billion.  lacocca  says  he  can  finance 
that  out  of  cash  flow  and  another  $750 
million  in  cost-cutting.  One  area  ripe  for 
savings:  the  time  it  takes  to  ship  cars  to 
dealers,  which  Chrysler  aims  to  cut  to  20 
days  from  a  Detroit  average  of  70  now. 
But  lacocca  may  hit  trouble  if  auto 
sales  don't  pick  up  soon. 
Last  year,  Chrysler 
spent  $2.7  billion  on  in- 
centives to  move  the 
iron  during  the  slump — 
and  it  probably  can't  re- 
duce such  spending 
much  unless  the  market 
firms.  "I  can  control  my 
costs,  [but]  I  can't  con- 
trol what  the  public  will 
pay  me  for  my  cars," 
lacocca  notes. 

Chrysler  Financial 
Corp.,  the  company's  fi- 
nance arm,  is  already  being  pinched  by 
its  parent's  downgraded  credit  ratings. 
That  vise  will  tighten  by  mid-1993,  when 
up  to  $11.5  billion  in  CFC's  short-term 
debt  comes  due.  lacocca  is  negotiating 
with  his  banks  to  refinance  the  debt. 
Meanwhile,  says  Scott  Sprinzen,  vice- 
president  for  corporate  finance  at  Stan- 
dard &  Poor's  Corp.:  "Everything  de- 
pends on  the  success  of  those  new 
products  and  the  state  of  the  market- 
place. It's  a  high-risk  situation." 

In  the  near  term,  Chrysler  is  flush.  It 
has  more  than  $2  billion  on  hand,  partly 
from  a  stock  offering  at  $10  a  share  that 
raised  $350  million  last  fall,  and  an  un- 
tapped $1.75  billion  credit  line.  If  that's 
not  enough,  lacocca  says  he's  negotiat- 
ing to  sell  Mitsubishi  back  the  117(  stake 
Chrysler  owns  in  the  company — which 
should  fetch  up  to  $500  million.  He  also 
may  sell  more  stock. 

There's  a  fair  chance  Chrysler  won't 
need  to  go  to  that  extreme.  Many  ana- 
lysts predict  that  lower  interest  rates 
and  new  moves  by  Washington  to  pump 
up  the  economy  will  yield  an  upturn  in 
car  sales  this  summer — ^just  as  lacocca's 
new  cars  hit  the  showrooms.  No  one  is 
saying  Chrysler's  a  sure  winner.  But  la- 
cocca plans  to  retire  at  yearend,  and  he's 
counting  on  going  out  to  an  upbeat  tune. 

By  David  Woodruff  in  Detroit 
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WE'RE  ALWAYS  DEFENDING  OURSELVES":  THE  RONKINS  AT  THE  BOCA  RATON  OFFICE 


IS  COLLEGE  BOUND  FOR 
THE  SEC  WANTS  TO  KNOW 


rhe  agency  is  examining  the  test-preparation  company's  hot  stock 


College  Bound  Inc.  looks  like  a 
perfect  hot-growth  company. 
Launched  in  1985  to  prep  students 
'or  college  exams,  the  company's 
'ounders,  former  teacher  Janet  Ronkin 
md  her  husband,  George,  took  it  public 
n  1988.  Since  then,  the  Ronkins  say 
they've  opened  140  centers.  Rosy  finan- 
;ials,  including  sales  of  $22  million  in 
.991,  have  made  College  Bound's  stock  a 
lot  ticket:  Shares  now  trade  around  18, 
ip  from  just  5%  a  year  ago  (chart). 

But  like  its  Boca  Raton  (Fla.)  neigh- 
)or.  Cascade  International  Inc.,  College 
Bound  may  be  a  little  too  hot  for  some, 
ncluding  the  Securities  &  Exchange 
Commission.  Cascade  folded  late  in  1991 
ifter  Chairman  Victor  G.  Incendy  disap- 
)eared  and  the  cosmetics  and  clothing 
;ompany  admitted  it  had  inflated  finan- 
;ial  results  and  the  number  of  outlets  it 
)wned.  George  Ronkin  says  the  Cascade 
lebacle  has  unfairly  hurt  College  Bound. 
'The  worst  thing  we  could  have  done  is 
nove  to  Boca  Raton,"  he  says.  "We're 
dways  defending  ourselves." 
SHAREHOLDER  SUITS.  But  it's  more  than 
;he  company's  address  that  has  drawn 
;he  SEC.  It  is  conducting  two  probes  into 
College  Bound's  activities.  Last  month,  a 
company  director,  Roland  van  der  Hae- 
?en,  testified  before  the  SEC  about  a 
?hell  company  that  College  Bound 
nerged  with  when  it  went  public.  The 


Ronkins  say  the  SEC  is  probing  that  com- 
pany, not  College  Bound.  But  another 
SEC  probe  is  squarely  focused  on  College 
Bound.  For  nearly  a  year,  the  agency 
has  been  looking  into  College  Bound's 
skyrocketing  stock  price.  The  Ronkins 
say  there's  nothing  to  find.  The  SEC 
won't  comment  on  either  case. 

There  also  are  the  two  lawsuits  filed 
by  shareholders  last  Oc- 
tober in  U.  S.  District 
Court  in  Fort  Lauder- 
dale, Fla.  They  charge 
that  the  Ronkins  have 
exaggerated  the  num- 
ber of  centers  they 
own,  and  that  the  com- 
pany's stock  has  been 
manipulated.  The  Ron- 
kins also  deny  those 
claims. 

But  it's  the  short-sell- 
ers who  have  been  Col- 
lege Bound's  loudest 
doubters.  These  investors,  who  bet  that 
a  stock  will  sink,  naturally  have  the 
most  to  gain  by  criticizing  the  comipany. 
One  short-seller,  Steve  Carlson,  presi- 
dent of  Denver-based  Aspen  Capital, 
says  he  visited  six  College  Bound  cen- 
ters last  summer  and  fall  and  that  all 
had  lackluster  business.  Carlson  also  en- 
rolled employees  in  classes.  They  found 
just  one  or  two  others  enrolled,  vs.  the 


COLLEGE  BOUND: 
AN  OVERACHIEVER? 
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12  to  'SO  Students  in  classes  run  by  com- 
petitors such  as  Princeton  Review  and 
the  Stanley  H.  Kaplan  Educational  Cen- 
ters. The  Ronkins  say  Carlson  may  have 
visited  new  centers,  drawing  fewer  stu- 
dents. Still,  "there's  nothing  to  justify 
the  numbers  they  are  putting  out  to  the 
public,"  Carlson  says.  When  business 
WEEK  scheduled  a  Friday  afternoon  visit 
to  a  Coral  Gables  (Fla.)  center,  it  was 
i^acked.  On  other,  unannounced  after- 
noon visits,  the  center  was  nearly  empty. 

To  prove  their  company  is  for  real,  the 
Ronkins  showed  BW  photographs  of 
College  Bound  centers.  Some  of  the 
questions  about  their  company,  the  Ron- 
kins say,  result  from  its  relationship 
with  that  shell  company.  But  mostly,  the 
Ronkins  contend,  they  are  the  victims  of 
shorts  who  are  trying  to  knock  down  the 
stock's  price  by  spreading  false  rumors. 
SUSPECT  ACCOUNTING.  The  bears,  howev- 
er, aren't  alone  in  raising  an  eyebrow 
over  College  Bound.  American  Universi- 
ty accounting  professor  Howard  M.  Schi- 
lit  has  criticized  some  of  its  accounting 
methods,  including  having  a  sole  practi- 
tioner handle  its  books  instead  of  an  ac- 
counting firm.  That  accountant  stands 
by  his  audit,  while  the  Ronkins  say 
they'll  soon  hire  a  larger  firm. 

Schilit  attributes  some  of  College 
Bound's  fast  growth  to  an  accounting 
treatment  that  blends  the  revenues  and 
profits  of  acquired  companies  with  its 
own.  College  Bound  doubled  its  reve- 
nues last  June,  for  instance,  with  the 
purchase  of  a  $10  million  testing  compa- 
ny. The  Ronkins  say  they  follow  accept- 
ed accounting  procedures. 

Even  supporters  of  College  Bound 
aren't  comfortable  with  all  of  its  ac- 
counting practices.  Richard  Lilly,  an  ana- 
lyst with  Boca  Raton-based  brokerage 
house  J.  W.  Charles,  has  recommended 

 j  College  Bound  stock. 

But  he  says  he  believes 
the  company's  earnings 
are  overstated  by  as 
much  as  40'a,  and  that 
the  $17  million  in  net 
worth  College  Bound 
reported  as  of  Nov.  30 
consists  of  $15  million 
in  intangible  assets.  "I 
think  it's  a  real  compa- 
ny," he  says.  "But  the 
company  presents  itself 
a  little  better  than  the 
reality." 

For  investors,  the  basic  question  is 
simple:  Why  does  a  company  with  no 
patents  and  just  $22  million  in  sales  com- 
mand a  market  value  of  $169  million? 
The  lofty  stock  price,  George  Ronkin 
says,  "offers  us  an  opportunity  to  make 
the  company  worth  it."  If  the  Ronkins 
can't,  it  will  be  a  long  way  down  for 
investors  in  this  hot-growth  stock. 

Bi/  Gail  DeGeorge  in  Miami 
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CALL  THE  REPAIRMAN 
ONE  MORE  TIME 

When  General  Electric  report- 
ed earlier  this  month  that  1 99 1 
revenues  rose  just  3%,  to  $60 
billion,  it  cited  industrywide 
weakness  in  appliance  sales  as 
one  problem.  It  doesn't  look  as  if 
those  sales  are  going  to  pick  up 
soon:  Few  Americans  say  they 
are  in  the  market  for  a  new  oven 
or  fridge.  Maybe  a  toaster? 

RESPONSE 

PERCENT  WHO  PUN   

TO  BUY  WITHIN  DECEMBER  JANUARY 

SIX  MONTHS  1991  1992 


kLiiiiutKATOR 

4.2% 

4.1% 

WASHING  MACHINE 

4.0 

3.5 

TELEVISION 

7.2 

6.5 

VACUUM  CLEANER 

5.2 

4.9 

RANGE 

2.7 

2.2 

CLOTHES  DRYER 

3.6 

2.9 

AIR  CONDITIONER 

1.7 

2.0 

DATA  CONFEBENCE 

BOARD 

KENTUCKY  FRIED  HITS 
THE  ASSEMBLY  LINE 


►  Hefe's  one  American  com- 
pany that  figures  there's  a 
big  future  in  U.  S.  auto  mak- 
ing. On  Jan.  24,  KFC  said  it 
has  granted  .\ra  Services  a  li- 
cense to  sell  Kentucky  Fried 
Chicken  products  at  a  General 
Motors  factory  in  Moraine, 
Ohio.  The  goodies,  including 
skin-free  crispy  chicken,  will 
be  served  from  a  free-stand- 
ing KFC  kiosk.  KFC  says  it  may 
expand  the  idea  if  all  goes 
well.  KFC  claims  the  CM  outlet 
is  fast- food's  first  in  a  plant — 
and  Burger  King  and  McDon- 
ald's don't  dispute  it. 


MORE  WOES 
FOR  MIYAZAWA 


tion  bosses,  Hiroshi  Mitsu- 
zuka,  of  taking  $6.4  million  in 
payments  from  Tokyo  Sa- 
gawa  Kyubin — a  parcel-deliv- 
ery service  linked  to  an  al- 
leged $3.9  billion  in  payoffs  to 
gangsters  and  politicians.  A 
Mitsuzuka  aide  denies  the 
charge.  Also,  the  daily  Asalu 
Shim  bun  reports  that  Tokyo 
Sagawa  in  1989  backed  a  suc- 
cessful LDP  gubernatorial  can- 
didate with  $1.6  million.  If  the 
scandal  spreads,  voters  may 
punish  the  LDP  in  July's  Up- 
per House  elections,  forcing 
Miyazawa  to  resign. 


►  A  new  Japanese  financial 
scandal  may  overwhelm 
Prime  Minister  Kiichi  Miya- 
zawa. In  the  latest  wrinkle,  a 
prominent  Diet  member  has 
accused  one  of  the  ruling  Lib- 
eral Democratic  Party's  fac- 


THE  CELTICS  MAY 
HAVE  A  BUYER 


►  Boston  Celtics  owner  Don 
Gaston,  stung  by  bad  invest- 
ments in  Boston  radio  and 
television,  needs  an  assist.  So 
he  has  hired  Morgan  Stanley 
to  drum  up  buyers  for  the 
stations — and  the  Celts.  Now, 
Morgan  has  found  a  live  pros- 
pect. BUSLN'ESS  WEEK  has 
learned  that  Delaware  North, 
owner  of  the  National  Hockey 
League's  Boston  Bruins  and 
the  Boston  Garden — home 
arena  to  the  Celts  and  the 
Bruins — is  looking  over  the 
Celtics'  books. 

Owning  the  Celtics  could 
help  Delaware  North  find  fi- 
nancing for  a  new,  18,000-seat 
Boston  Garden.  The  credit 
crunch  has  stymied  plans  un- 
til now,  but  if  Delaware  grabs 
the  Celtics,  it  would  also  take 
a  larger  share  of  the  $21  mil- 


' ...  AND  YOUR  DOOR  IS  AJAR,  CHUMP' 


Rap,  once  the  ultimate  street 
phenomenon,  is  firmly  part  of 
mainstream  culture.  Now,  rap 
has  made  another  conquest — the 
automobile-accessory  market: 
"Yo.  I  know  you  wanna  look  in- 
side. But  I  suggest  you  step 
away  from  the  ride." 

Yes,  talking  car  alarms  now 
speak  the  vernacular,  thanks  to 
Electronic  Security  Products  of 
California  Inc.  The  Canoga  Park 
company's  warning  messages  change  from  standard  English  to 
rap  at  the  push  of  a  button.  Or  from  English  to  Spanish  for 
those  who  live  and  work  in  different  neighborhoods.  One  Mer- ! 
cedes  buff  even  special-ordered  an  English/German  version,  i 

Voice  alarms  work  not  because  of  what  they  say  but  be- 1 
cause  they  deter  vandals  before  damage  is  done,  claims  Presi- 
dent  Michael  Nykerk.  His  alarm  might  even  discourage  would-  ! 
be  looters  from  coming  back:  As  they  move  on  to  the  next  car, 
the  rap  alarm  enunciates  an  ominous  "See  ya." 


lion  in  annual  income  from  a 
new  Garden's  luxury  boxes. 
That  might  be  just  what  lend- 
ers need  to  approve  a  loan. 


A  SWEDISH 
FREE-FOR-ALL 


►  Sweden's  government  had 
planned  for  months  to  sell  its 
42.77-^  stake  in  Procordia,  a 
food  and  pharmaceutical  con- 
glomerate partly  controlled 
by  auto  maker  Volvo.  But  the 
plan  didn't  factor  in  Pehr  G. 
Gyllenhammar,  the  strong- 
willed  chairman  of  Volvo  and 
Procordia.  On  Jan.  25,  he  an- 
nounced that  Procordia  would 
attempt  a  $6.6  billion  reverse 


n4&  Rxmc/u-V  ccma'  ephopial  cartodn  ... 


MO, 


takeover  of  Volvo.  Gyllen- 
hammar wants  to  merge  the 
two  because,  he  says,  he 
feared  the  state's  sale  of  its 
Procordia  stake  would  attract 
predators.  Prime  Minister 
Carl  Bildt  objects  to  the  all- 
stock  deal,  in  part  because  it 
undermines  his  efforts  to 
boost  competition  in  Sweden. 


MACY'S:  BLAME 
HARVARD  B-SCHOOL 


►  Macy's  bankruptcy  papers 
blame  the  company's  prob- 
lems on  too  much  debt  and 
lousy  retail  sales.  But  Macy's 
attorney,  Harvey  Miller,  has 
another  scapegoat:  "The  Har- 
vard business  .school  encour- 
aged leverage,"  says  Miller. 
"Read  that  famous  article  by 
Professor  Jensen." 

Miller  was  referring  to  Mi- 
chael Jensen's  Eclipse  of  the 
Public  Corporation,  pub- 
lished in  the  Harvard  Busi- 
ness Review.  In  it,  Jensen  ar- 
gued that  managers  who 
invest  in  their  company's  le- 
veraged buyouts  are  likely  to 
be  more  successful  long-term. 
Macy's  CEO  Ed  Finkelstein  is 
a  Harvard  MBA,  but  there's 
one  problem  with  Miller's  log- 
ic: Jensen's  piece  came  out  in 
late  1989,  three  years  after 
Macy's  LBO.  Jensen,  who  was 
in  India,  couldn't  be  reached. 


34  BUSINESS  Vi/EEK/FEBRUARY  10,  1992 


Presenting 
The  Next  Page 

h  Printer  History 
IfomThe  Company 
That  Printed 
The  First 


Fiiimv  how  hisloi  V  has  a  way  of  repeating  itself.  Year  after 
year-actiiallv  for  the  past  25 -Epson  has  been  the  leader  in 
dot  matrix  printing  technolog)'. 

Introdncing  six  reasons  why  that  leadership  is  sure  to 
continue:  the  letter-quality  Epson  LQ-57(),  LQ-S70,  LQ-1()70, 
LQ-117(),  ActionPrinter  ■  3000  and  ActionPrinter  5500. 

More  Paths  To  Success. 

Eor  sheer  paper  handling  flexibilitv, 
no  other  printer-dot 
matrix,  Inkjet  or  laser- 
handles  quite  as  we 
■,!s  ittcse. 

>      ;■:   oint:  the  versatile 
and  w  '■  'arriage  l.Q-117() 


When  fully  loaded,  these  printers  put  as  many  as  five  types 
of  paper  at  your  fingertips.  Everything  from  letterhead  to 
continuous-form  checks,  four-part  forms,  tractor-feed  paper, 
even  envelopes. 

All  our  printers  can  automatically  handle  50  sheets  using 
our  optional  single-sheet  feeder.  Add  oiu"  high-capacity  feeder 
and  you're  quickly  up  to  200. 

Then  theie's  Ep.son  SmartPark  paper  handling.  At  the  press 
of  a  button  and  flick  of  a  lever,  you  can  easily  switch  between 
tvk'o  different  kinds  of  paper,  in  effect,  parking  one  and  moving 
on  to  another  without  having  to  stop  to  change  paper 

Clearly,  we've  put  a  lot  of  time,  thought  and  effort 
into  our  paper  handling 
features.  So  you  don't 


Wi/h  jmc  ili/frrrtil  fuipn  piilln  Ki  draw  from  <il  any  momi'Ul,  mi  Epson  [.(^priiiln  /s  as  vrrsalilr  as  it  is  ilrpoidahle. 
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have  to  put  much  time,  thought  or  effort  into  using  them.        you'll  get  superior  output  qualit)'  and  faster  throughput  speeds. 


Scale  New  Heights. 


sCA 


Each  new  Epson  printer  comes  with  a  new 
industry-setting  standard-ESC/P2.''  This 
breakthrough  printer  control  system  brings 
scalable  fonts  to  dot  matrix  printing. 

Simply  put,  type  sizes  are  no  longer  as  limited.  So  now  you  can 
do  things  with  a  24-pin  printer  that  before  could  only  be  done  with 
a  laser.  And  you  don't  have  to  give  up  one  bit  of  paper  handling 
flexibility  to  do  it. 

Graphically  Superior. 

What  ESC/P2  does  for  type,  it  also  does  for  graphics.  Brilliantly 
It  includes  an  enhanced  Windows '  driver,  exclusive  to  Epson. 
When  you  print  from  any  program  running  in  Windows, 


LABLE  FONTS 


With  a  neui  Epson  LQpriyiter.  you  ran  print 
a  variety  of  type  in  a  variety  of  sizes,  up  to  32  point. 


But  don't  just 
take  our  word  for 
it.  Take  a  look  at 
the  quality  of  our 
graphics  instead. 


vllCROCRAF.X* 


L 


MICROGRAFX* 


(Before.) 


(Now.) 


Epson's  enhanced  Windows  drtvin  improves  not  only  the  look  of  your 
text  and  giaphics,  hut  the  speed  at  which  they  print. 


Built  For  The  Long  Run. 

Epson  printers  aren't  only  designed  with  more  firsts,  they're 
designed  to  last.  Each  is  backed  by 
a  generous  2-year  limited 
warranty.  As  well  as  a  helpful 
toll-free  800  number  to 
provide  you  with  dependable, 
expert  assistance. 

One  more  thing  you  can  always  depend  on:  Epson  reliability. 

It  isn't  a  claim  just  anv  printer  company  can 
make.  It's  a  quality— a  character  trait— our 
products  have  earned  over  time. 

To  see  the  latest  printer  innovations 
firsthand,  visit  your  nearbv  Epson  dealer,  or 
call  800-289-3776.  And  see  why,  after  more 
than  25  years,  Epson  is  still  the  first  name  in  dot 
matrix  printing. 
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FOR  THE  'ENVIRONMENTAL  PRESIDENT/ 
lOTS  OF  TREE-HUGGING,  LITTLE  ACTION 


When  John  H.  Sununu  was  on  the  ropes  at  the  White 
House,  environmentaHsts  dreamed  that  the  depar- 
ture of  the  man  who  blocked  initiatives  on  global 
warming  and  ozone  depletion  would  free  George  Bush  to  be 
the  "environmental  President."  But  Bush's  biggest  worry,  the 
economy,  is  getting  in  the  way  of  environmental  concerns. 

New  White  House  Chief  of  Staff  Samuel  K.  Skinner  and  top 
Bush  political  adviser  Robert  M.  Teeter  think  the  President 
needs  a  greener  image  for  the  campaign.  "Both  Skinner  and 
Teeter  understand  the  importance  of  environmental  issues  to  a 
lot  of  Americans,"  says  a  top  Administration  official.  In  his 
fiscal  1993  budget.  Bush  proposed  a 
179^  increase  in  spending  for  national 
parks  and  other  public  lands,  and  a 
5'a  boost  in  the  Environmental  Pro- 
tection Agency's  operating  budget. 
FADING  HOPES.  Tree-hugging  senti- 
ments may  help  on  the  campaign 
trail,  but  they're  not  likely  to  trans- 
late into  much  action  in  Washington. 
Prospects  are  fading  for  rewrites  of 
some  major  environmental  laws  set 
to  expire  this  year.  And  Vice-Presi- 
dent Dan  Quayle's  Council  on  Com- 
petitiveness will  stall  new  regula- 
tions even  after  Bush's  90-day 
moratorium  ends.  "There's  a  search  on  to  reduce  regulatory 
burdens,  so  environmental  politics  will  be  a  defensive  game," 
says  E¥A  Administrator  William  K.  Reilly. 

One  likely  victim  of  the  new  antiregulation  spirit  could  be 
the  expiring  Endangered  Species  Act,  which  protects  animals 
such  as  the  northern  spotted  owl  at  the  expense  of  the  timber 
harvest  in  the  Pacific  Northwest.  Bush  summed  up  the  conflict 
while  stumping  in  New  Hampshire:  "We  want  to  save  the  little 
furry-feathery  guy  and  all  of  that,  but  J  don't  want  to  see 
40,000  loggers  thrown  out  of  work."  Backers  of  the  legislation 
may  have  to  settle  for  a  short-term  extension.  Also  in  trouble: 
stiffer  recycling  requirements  for  business,  tighter  regulation 


of  industrial  waste,  especially  from  oil  and  gas  exploration, 
and  higher  auto-fuel  economy  standards. 

Global  warming  and  wetlands  preservation  are  two  big  is- 
sues the  White  House  can't  dodge.  Led  by  Sununu,  the  Admin- 
istration has  long  argued  that  an  international  treaty  limiting 
production  of  carbon  dioxide  and  other  "greenhouse"  gases 
would  be  premature.  But  Bush's  reluctance  to  be  the  whipping 
boy  for  the  global  envii-onmental  movement  at  a  U.  N.  confer- 
ence in  Brazil  in  June  may  force  him  to  accept  new  emissions 
standards.  "There  will  be  tremendous  visibility  at  Rio,  so 
the  possibility  of  us  alone  rejecting  a  treaty  is  difficult  to 
imagine,"  says  a  senior  Administra- 
tion official. 

Bush  has  been  on  the  defensive 
over  wetlands  ever  since  the  Admin- 
istration proposed  narrowing  the  def- 
inition of  a  wetland  to  aid  builders 
and  farmers.  Independent  studies 
have  concluded  that  the  new  defini- 
tion might  open  as  much  as  half  of 
all  wetlands  to  farming  or  develop- 
ment. During  his  1988  campaign, 
Fiush  promised  "no  net  loss  of  wet- 
lands." The  Administration  may  try 
to  finesse  the  issue  by  ordering  up  a 
National  Academy  of  Sciences  study. 
That  would  delay  a  decision  until  safely  after  the  election. 

Meanwhile,  Congress  is  continuing  its  desultory  efforts  to 
rewrite  the  Clean  Water  Act  and  the  Resource  Conservation  & 
Recovery  Act,  which  governs  waste  disposal.  While  Clean 
Water's  pork-barrel  aspects  may  make  it  attractive  in  an  elec- 
tion year,  business  will  complain  that  the  regulatory  aspects  of 
both  it  and  the  RCRA  will  cost  jobs.  That  may  be  enough  to 
stall  both  measures.  "Maybe  we'll  pass  something  like  Cabinet 
status  for  the  EPA,"  says  a  Senate  Environment  Committee 
staffer.  "But  we'll  leave  the  rest  for  another  Congress  and  get 
on  with  economic  recovery." 

Bij  Peter  Hong  in  Washington 


CAPITAL  WR APUP I 


COMPETITIVENESS 


Government  investment  in  research 
and  development,  says  President 
Bush's  new  budget,  is  vital  "to  boost 
productivity  and  improve  economic  per- 
formance." But  there  may  be  a  lot  less 
help  for  U.  S.  industry  than  Rush 
seems  to  promise.  Overall  federal  R&D 
spending  would  rise  5%,  to  a  record 
$72.8  billion,  in  1993.  But  two-thirds  of 
the  $3.2  billion  in  new  money  would  go 
to  NASA  and  the  military.  Despite  the 
collapse  of  the  Soviet  Union,  the  bulk 
of  new  military  funds  are  earmarked 
for  the  Strategic  Defense  Initiative. 

The  budget  does  provide  significant 
funding  increases  for  programs  that 


could  directly  aid  U.  S.  industrial  com- 
petitiveness. The  budget  for  high-per- 
formance computing  and  communica- 
tions research  would  increase  23%,  to 
$803  million.  Advanced  materials  R&D 
spending  would  rise  10'/,  and  research 
into  nondefense  manufacturing  tech- 
nology would  soar  by  21%  .  But  overall, 
these  industrial  technologies  account 
for  only  8.5%  of  federal  R&D  dollars. 

Federal  spending  for  basic  research, 
including  health  sciences,  would  enjoy 
a  7'X  increase,  to  $13  billion,  with  the 
biggest  chunk  going  to  the  National 
Science  Foundation.  Other  winners  are 
two  megascience  endeavors — the  Su- 
perconducting Supercollider  and  the 
human  genome  project. 


LOBBYING 


Old  Washington  hands  know  that 
anything  you  put  on  paper  will 
somehow  make  its  way  to  an  opposing 
lobbyist.  So  it's  surj^rising  that  James 
C.  Mooney,  president  of  the  National 
Cable  Television  Assn.,  laid  out  in  a 
memo  to  the  group's  board  his  strate- 
gy for  fighting  efforts  to  regulate  the 
industry.  His  approach:  persuade  Sena- 
tors to  support  a  weakened  bill  while 
quietly  working  the  White  House  for  a 
veto  of  even  the  watered-down  version. 
The  memo  fell  into  the  hands  of  the 
rival  National  Association  of  Broad- 
casters, which  used  it  to  craft  counter- 
moves  in  the  ongoing  fight. 


ASHINGTON  OUTLOOK 
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LATIN  AMERICA  I 


The  Latin 
infrastructure 
needs  rebuilding, 
and  governments 
are  looking  to 
their  traditional 
supphers  up  north 


MAKING  A  YANQUI  BOODLE 
SOUTH  OF  THE  BORDER 


Privatization  and  free  trade  are  adding  up  to  a  boom  market  for  U.S.  goods  in  Latin  America 


0  wonder  Argentina  went  broke 
in  the  1980s.  Its  tax  system  alone 
was  a  bad  joke.  Businesses  cal- 
culated rates  by  hand,  and  tax  office 
clerks  wrote  them  in  a  manual  ledger. 
Many  Argentines  simply  refused  to  pay 
altogether.  But  now,  President  Carlos  S. 
Menem  is  computerizing  Argentine  tax- 
es. And  IBM  won  the  contract,  dispatch- 
ing $8  million  of  U.  S.-made  computers 
to  Buenos  Aires. 

IBM  isn't  the  only  U.  S.  exporter  win- 
ning contracts  south  of  the  border.  From 
Argentina  to  Mexico,  Latin  leaders  have 
put  their  economies  on  a  forced  march  to 
the  modern  world.  Their  challenge  is  to 
retool  an  entire  continent.  And  that 
spells  opportunity  for  U.  S.  exporters. 
American  Telephone  &  Telegraph  Co.  is 
helping  to  rewire  Mexico's  phones  Ex- 
xon Corp.  is  preparing  for  a  giant  ener- 
gy project  in  Venezuela.  Even  small 
businesses  are  cashing  in.  "My  sales  to 
Mexico  have  doubled  without  me  doing 
anything,"  says  John  D.  Starr,  chief  op- 
erating officer  of  Koch  Supplies  Inc.  in 


Kansas  City,  Mo.,  which  sells  food-pro- 
cessing equipment.  "I  only  pick  up  the 
phone." 

Who  would  have  thought  that  the  bas- 
ket cases  of  the  1980s  would  be  provid- 
ing relief  up  north?  But  it's  happening. 
As  companies  slough  through  recession 
in  the  U.  S.  and  Canada,  they're  finding 
growth  in  their  own  backyard,  as  Latin 
American  countries,  except  for  Brazil, 
added  as  much  as  47'  to  their  gross  na- 
tional products  last  year.  U.  S.  exports 
to  Latin  America  grew  187'  in  1991,  to 
an  estimated  $58  billion  (chart).  Thf  hikf^ 
accounted  for  one-third 
of  U.  S.  export  growth 
last  year,  and  a  persis- 
tent trade  gap  with  the 
region  is  narrowing. 
IMPORT  BINGE.  This 
c(jmes  as  Latin  govern- 
ments tear  down  trade 
barriers  and  open  up  to 
foreign  investment.  Pri- 
vatization througluiut  the 
region  has  put  hundreds 
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THE  LATIN  HUNGER 
POR  U.S.  GOODS 


U.S.  EXPORTS  TO  20 
LATIN  AMERICAN  COUNTRIES 
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of  sick  companies  in  the  hands  of  new 
owners.  To  overhaul  them  requires  mas- 
sive imports.  Meanwhile,  multinationals, 
preparing  for  free  trading  in  the  area, 
are  moving  new  machinery  southward. 
And  Latin  consumers,  stifled  by  a  de- 
cade of.debt,  are  starting  the  1990s  with 
an  import  binge. 

Still,  the  job  ahead  is  staggering.  In 
the  1980s,  Latins  watched  their  infra- 
structure crumble  while  they  struggled 
to  service  debt.  To  rebuild  now,  they 
require  everything  from  earth  movers  to 
precision  instruments,  and  they're  look- 
ing to  the  yanquis,  their 
traditional  suppliers.  It's 
a  costly  campaign,  and  no 
one  knows  how  much  and 
for  how  long  the  Latins 
can  afford  to  spend. 

The  wave  of  privatiza- 
tions in  Latin  America  is 
key.  Governments  are  un- 
loading steel  mills,  banks, 
phone  companies,  and  oil 
fields.  With  local  markets 
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opening  to  foreign  competition,  tiie  new 
owners  are  investing  in  a  hurry.  Few 
moved  faster  tiian  Telefonos  de  Mexico, 
whose  new  owners — Mexico's  Grupo 
Carso,  Southwestern  Bell,  and  France 
Telecom — embarked  on  an  investment 
spree  only  months  after  the  sale  in  1990. 

One  big  winner  is  AT&T.  Last  July,  it 
won  a  $130  million  contract  to  supply 
and  install  more  than  8,000  miles  of  fi- 
ber-optic cable  linking  54  Mexican  cities. 
Meanwhile,  GTE  Corp.  is  notching  big 
sales  to  Venezuela's  newly  privatized 
phone  system.  "Latin  America  is  becom- 
ing a  very  targeted  market  for  [us]  in 
the  '90s,"  says  Donald  Smith,  AT&T's 
vice-president  for  the  region. 
INTEREST  DIVIDEND.  Latin  governments 
are  also  spending.  Debt  loads  are  easing 
as  interest  rates  decline  up  north,  leav- 
ing more  money  in  the  coffers.  And  their 
new  creditworthiness  opens  doors  to  Eu- 
robond markets,  where  they're  raising 
billions  to  plov  into  capital-starved  oil 
industries.  Exxon  is  hoping  to  score  on  a 
$3.4  billion  liquid-natural-gas  project  in 
Venezuela.  Brazil  is  letting  bids  for  2,000 
kilometers  of  pipeline.  And  Mexico's  oil- 
men, with  $1.3  billion  in  loan  guarantees 
from  the  U.  S.  Export-Import  Bank,  are 
shopping  in  Houston  for  equipment  and 
engineering  and  exploration  services. 

To  be  sure,  American  companies  face 
competition  for  Latin  America's  import 
bonanza.  European  and  Asian  competi- 
tors are  stalking  the  region,  too.  Japan's 
NEC  Corp.  and  Sweden's  L.  M.  Ericsson 
are  battling  the  Americans  for  phone 
contracts.  Singapore's  Levingston  Ship 
Building  just  landed  a  $260  million  job  to 
build  an  offshore  oil  platform  for  Bra- 
zil's Petrobras. 

But  Americans  have  a  distinct  edge. 
Through  most  of  this  century,  U.  S.  com- 
panies built  up  strong  distribution  net- 
works and  are  by  far  the  biggest  inves- 
tors in  the  region.  The  ties  survived  the 
debt  crisis.  What's  more.  South  Ameri- 
cans widely  agree  with  President  Bush 
that  a  North  American  free-trade  agree- 
ment is  an  important  first  step  toward 
hemispheric-wide  free  trade.  In  a  world 
of  trading  blocs,  Latins  view  the  Ameri- 
cas, north  and  south,  as  partners. 

Sales  in  Latin  America  still  take  work, 
though.  Mail  is  iffy,  often  depending  on 
the  mailman's  tip.  Many  middle-level  bu- 
reaucrats still  lose  paperwork  in  crowd- 
ed drawers.  And  the  phones?  Frustrated 
executives  in  Mexico  City,  Caracas,  and 
Buenos  Aires  often  find  it  easier  to  call 
New  York  and  Chicago  via  satellite  than 
to  talk  crosstown  on  the  wired  grid.  But 
these  days,  the  fabled  bottlenecks  and 
headaches  in  Latin  America  are  filling 
order  books  up  north. 

By  Stephen  Baker  in  Mexico  City,  with 
Geri  Smith  in  Rio  de  Janeiro,  Kevin  Kelly 
in  Chicago,  Elizabeth  Weiner  in  New  York, 
and  bweau  reports 
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THE  LATEST  RUSSIAN 
EXPATRIATE:  HARD  CASH 


Individuals  and  businesses  have  moved  as  much  as  $25  billion  overseas 


Like  many  other  post-Communist 
Russian  executives,  Vladimir  Kulis- 
tikov  understands  the  true  value  of 
a  ruble:  zilch. 

A  senior  official  with  the  trading  com- 
pany Russian  House  Ltd.,  Kulistikov 
gains  hard  currencies  exporting  oil,  tim- 
ber, and  metals  from  the  Urals.  He  ships 
back  consumer  goods  from  South  Korea 
and  Taiwan.  But  when  it  comes  to  prof- 
its, the  flow  is  largely  one-way.  Dis- 
heartened by  spiraling  inflation,  mount- 
ing taxes,  and  political  turmoil,  Russian 
House  is  stashing  its  foreign-currency 
earnings  in  Budapest's  Central  Europe- 
an International  Bank  Ltd.  "Every- 
body," says  Kulistikov,  "wants  to  keep 
their  money  abroad." 

Kulistikov  isn't  ex- 
aggerating. While 
Russian  President 
Boris  Yeltsin  search- 
es abroad  for  billions 
to  prop  up  the  ruble, 
U.  S.  and  European 
bankers  estimate 
that  at  least  $5  bil- 
lion— and  perhaps 
$25  billion  or  more — 
has  fled  the  country 
since  1990. 

Growing  aware- 
ness of  this  overseas 
cash  hoard  held  by 
Russians  and  other 
residents  of  the  Commonwealth  of  Inde- 
pendent States  will  stiffen  Western  re- 
sistance to  Yeltsin's  pleas  for  massive 
stabilization  aid  from  the  Group  of  Sev- 
en industrial  countries.  But  even  more 
cash  may  flee  unless  Yeltsin  clamps 
down  on  government  spending  and  de- 
flates the  money  supply.  "It  just  isn't 
profitable  to  invest  in  Russia  now,"  com- 
plains Moscow  retailer  Igor  V.  Zubkov, 
who  is  putting  the  profits  from  his  fam- 
ily's seven  Moscow  general  stores  into 
new  shops  and  restaurants  in  Frankfurt. 
"It's  frightening  that  in  poor  and 
hungry  Russia,  everything  that's  being 
earned  is  going  to  the  West." 
SHOPPING  SPREES.  Russia's  capital  flight 
began  with  entrepreneurs  depositing 
earnings  in  the  U.  S.  and  Europe.  Com- 
munist functionaries,  parking  party 
funds  abroad  for  safekeeping,  added  to 
the  trove.  The  outflow  picked  up  last 
year  after  former  Soviet  President  Mik- 
hail Gorbachev  ordered  exporters  to  sell 
40%  of  their  hard-currency  earnings  to 


the  state  at  58(t  to  the  ruble.  With  the 
ruble  worth  barely  2(t  on  the  official 
market — and  less  than  half  that  on  the 
street — the  move  was  widely  ignored. 

Yeltsin  has  since  eased  some  of  the 
restrictions,  but  he  still  insists  that  ex- 
porters sell  some  of  their  hard-currency 
earnings  to  the  state  at  unfavorable 
rates.  The  near  collapse  of  Moscow's 
Vnesheconombank,  once  the  sole  legal 
depository  for  hard  currencies,  has  also 
been  a  powerful  disincentive  for  keeping 
cash  at  home.  And  Russian  Deputy 
Prime  Minister  Yegor  Gaidar's  attempts 
to  balance  his  budget  by  imposing  a  287c' 
value-added  tax,  35%  profits  tax,  and 
45%  levy  on  business  deals  is  prompting 
many  residents  to 
export  cash. 

One  Russian  en- 
trepreneur estimates 
his  circle  of  friends 
has  bought  $50  mil- 
lion worth  of  foreign 
currency.  They  have 
sent  the  cash  abroad 
through  bank  trans- 
fers and  by  packing 
it  into  suitcases 
when  they  go  on 
business  trips.  With 
Russia  barely  en- 
forcing foreign-ex- 
change regulations, 
capital  flight  is  no 
harder  for  companies.  One  joint  venture 
with  a  Western  investor,  for  example, 
deposits  part  of  its  Russian  employees' 
salaries  into  a  Hamburg  bank.  Every 
few  months,  the  workers  fly  out,  pick  up 
their  paychecks,  and  •  go  on  shopping 
sprees.  Bankers  say  that  other  joint  ven- 
tures keep  the  Commonwealth  partners' 
share  of  their  profits  offshore,  some  un- 
der phony  names  to  avoid  detection. 

Some  Russian  enterprises  do  it  in  the 
open.  The  TASS  news  agency  in  January 
began  advising  Western  clients  to  pay 
their  bills  to  an  account  at  Dresdner 
Bank  in  Bonn,  rather  than  to  the  Vne- 
sheconombank. "We're  eliminating  the 
middleman,"  says  TASS  Bonn  Bureau 
Chief  Sergej  Sosnovsky.  "We  need  every 
pfennig  we  can  get." 

Even  Russia's  new  commercial  banks 
are  sending  dollars  abroad,  to  accounts 
at  Bank  of  America,  Barclays  Bank,  and 
Credit  Lyonnais.  Moscow's  foreign-ex- 
change reserves  have  dwindled  so  rapid- 
ly that  the  Russians  in  December  were 
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i'urced  to  ask  Western  creditors  to  let 
llieni  defer  $6  billion  in  foreign-debt  pay- 
ments. "Control  over  [foreign]  currency 
has  been  lost,"  concedes  Yuri  Petrov  of 
Russia's  Committee  on  Foreign  Econom- 
ic Relations. 

Yeltsin  has  threatened  to  confiscate 
unauthorizi'd  offshore  bank  accounts, 
and  Central  Bank  Chairman  Georgy  Ma- 
tykhin  hopes  to  intervene  in  currency 
markets  to  keep  the  ruble  afloat.  But 
they  may  lack  the  means  to  do  so.  In- 
deed, some  think  capital  flight  has  driv- 
en the  ruble  down  so  far  that  Russia 
now  is  the  bargain  of  the  century. 
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If  that's  true,  says  analyst  Jan  Van- 
ous  of  Washington's  PlanEcon  Inc.,  Rus- 
sians might  be  well  advised  to  "bring 
their  dollars  home  and  exchange  them 
on  the  black  market,"  much  as  savvy 
Poles  did  just  before  the  beleaguered 
zloty  turned  around  in  1990.  Trouble  is, 
few  in  the  Commonwealth  are  ready  to 
buy  that  line.  "When  the  situation  stabi- 
lizes," says  Kulistikov,  "we  will  transfer 
our  money  back.  But  we're  not  in  a  hur- 
ry." Many  Russians  feel  the  same  way. 

By  Rose  Brady  in  Moscow  and  William 
Glasgall  in  New  York,  with  Mike  McNamee 
in  Washington  and  Igor  Reichlin  in  Bonn 


and  real  estate  crumpled,  heavily  indebt-  I 
ed  high  rollers  ended  up  in  bankruptcy  J 
court.  One  example  is  a  44-year-old  cook  [ 
who  started  playing  stocks  with  a  $500 
investment.  He  wound  up  .$344,000  in  i 
the  hole.  ' 

Many  of  those  buried  in  debt  are 
younger  Japanese,  hooked  on  plastic  , 
while  still  in  college.  Tempted  by  month-  ' 
ly  cash  loans  of  $1,600  and  revolving 
credit,  recent  graduates  use  credit  cards  ; 
to  buy  cars,  clothing,  skis,  and  airplane  i 
tickets.  Catering  to  jet-setting  young  : 
secretaries  and  other  travelers,  for  ex- 
ample. Visa  International  boosted  its 
cardholders  in  Japan  from  just  5  million 
in  1987  to  37  million  now.  Overall,  the  , 
number  of  cards  issued  in  Japan  doubled  ^ 
from  1985  to  1990,  to  166  million. 
NIGHT  WORK.  Cardholders  pay  a  hefty 
price  for  easy  credit.  Interest  rates  are 
21%  on  borrowed  cash,  roughly  a  third 
higher  than  rates  in  the  U.  S.  But  de- 
spite the  high  rates,  one  or  two  cards 
are  not  enough  for  the  biggest  spenders. 
When  cardholders  can't  keep  up  with  in- 
terest payments,  they  often  turn  to  con- 
sumer-finance companies,  with  names 
such  as  Promise  and  Benefit,  for  more 
loans  at  rates  of  up  to  40' If  these 
debts  aren't  paid,  lenders  sometimes 
take  strong  measures  such  as  sending 
thugs  to  a  deadbeat's  house  where  they 
humiliate  him  by  shouting  insults,  often 
night. 

But  it  is  the  issuers  of  credit  cards 
liiat  have  the  most  to  lose  as  personal 
liankruptcies  head  skyward.  The  extent 
(if  card  delinquencies  has  doubled  in  Ja- 
pan to  about  0.7'A,  even  though  that's 
only  one  third  of  the  U.  S.  delinquency 
rate.  Japanese  issuers  don't  usually 
swap  data  on  how  many  cards  a  new 
applicant  already  holds.  But  they  keep 
issuing  new  cards. 

Not  surprisingly,  the  debt  woes  are 
spawning  a  cottage  industry:  bankrupt- 
cy counseling,  mostly  in  Tokyo.  Bank- 
ruptcy lawyer  Kenji  Utsunomiya,  for  ex- 
ample, has  written  a  book  and  held 
phone  marathons  to  explain  bankruptcy 
proceedings.  Officially,  Japan's  bank- 
ruptcy rate  is  much  lower  than  the  U.  S. 
total  "last  year  of  880,000.  But  in  fact, 
many  of  Japan's  700,000  debtors  who 
were  sued  last  year  are  also  "virtually 
bankrupt,"  says  Utsunomiya. 

One  bright  spot  for  card  issuers  is  the 
tradition  among  Japanese  of  paying  off 
debts.  But  that  may  change  this  summer 
when  revolving  credit  is  expanded  to  in- 
clude holders  of  bank-affiliated  credit 
cards,  giving  them  the  option  of  postpon- 
ing bill  payments.  With  thousands  of 
debtors  already  on  the  edge,  that's  one 
new  temptation  many  Japanese  could 
probably  do  without. 

By  Ted  Holden  in  Tokyo 
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THE  JAPAHESE 

DISCOVER  THE  PERILS  OF  PLASTIC 

Consumer  credit-card  debt  has  soared — along  with  bankruptcies 

For  one  candy  company 
executive  in  Tokyo,  the 
road  to  bankruptcy  court 
started  with  a  $19,000  car 
loan  in  1989.  The  extra  money 
tasted  sweet  to  a  man  who 
for  19  years  had  stretched  his 
modest  salary  to  support  his 
wife  and  two  children.  So  he 
took  out  more  loans,  buying 
electronics  gear  and  furni- 
ture. To  keep  up  with  pay- 
ments, he  took  out  even  more 
loans  or  drew  cash  on  his 
credit  cards.  Bv  late  last  year, 
he  owed  $167,000. 

Meet  Japan's  new  deadbeai 
generation.  Once  admired  for 
their  frugality,  the  Japanese 
are  seeking  court  protection 
from  creditors  as  never  be- 
fore. Analysts  expect  person- 
al bankruptcies  to  reach 
20,000  in  the  12  months  end- 
ing in  March,  nearly  double 
the  year-ago  rate.  "People 
have  just  spent  too  much  with 
no  understanding  of  how 
much  they  can  pay,"  says  Hi- 
sao  Misawa,  executive  vice- 
president  of  Consumer  Credit 
Clearance  Inc.,  a  Tokyo-based 
collection  agency.  Over  the 
years,  consumer  debt  has  soared  65^' 
$460  billion. 

m  THE  SOUP.  The  collapse  of  Japan's  na- 
scent version  of  a  casino  society  is  hard- 
ly good  news  for  U.  S.  exporters.  Sad- 
dh'd  with  a  $43  billion  trade  deficit,  U.  S. 
officials  are  pressing  Japan  to  stoke  up 
its  economy  and  urge  its  consumers  to 
sjiend.  But  with  financial  wipeouts  in- 


past 
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creasing  daily,  the  Japanese  banks  and 
credit  companies  that  flooded  the  nation 
with  plastic  in  the  booming  1980s  are 
getting  stingier  while  government  regu- 
lators are  giving  them  closer  scrutiny. 

The  image  of  the  Japanese  as  fastidi- 
ous savers  started  to  tarnish  in  the  late 
1980s,  when  a  speculation  binge  in 
stocks  and  real  estate  got  under  way. 
When  the  stock  market  crashed  in  1990 
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HOW  CHINA'S  LI  PENG 

IS  GATHERING  THE  REINS  OF  POWER 


In  the  West,  Chinese  Premier  Li  Peng  is  known  for  his 
perpetual  scowl  and  his  infamous  support  of  the  bloody 
1989  crackdown  at  Tiananmen  Square.  But  the  63-year-old 
Li  is  also  proving  to  be  a  skilled  politician  who  is  deftly 
managing  to  boost  his  standing  at  home. 

While  China  waits  for  Deng  Xiaoping  and  his  aging  cohorts 
to  pass  from  the  scene,  Li  is  carefully  tending  a  power  base 
that  is  designed  to  put  him  at  the  head  of  the  pack  once  Deng 
dies.  Not  long  ago,  most  analysts  believed  Li  Peng  had  little 
staying  power.  But  as  head  of  the  government,  he  has  man- 
aged to  take  credit  for  China's  economic  recovery  and  for 
mending  the  country's  diplomatic  fences  abroad. 

Li  has  shrewdly  taken  advan- 
tage of  the  rapid  collapse  of  Sovi- 
et communism,  which  sent  a  chill- 
ing message  to  the  Chinese 
Communist  party.  Obsessed  with 
maintaining  stability,  Beijing's  top 
leaders  were  convinced  that  the 
best  way  for  them  to  survive  was 
to  keep  the  screws  on  political  dis- 
sent but  also  energize  the  econo- 
my with  free-market  reforms. 
FAMILY  MAN.  Li  has  delivered  on 
this  program.  As  any  visitor  can 
see,  China's  economy  is  thriving. 
In  contrast  to  Moscow's  long  breadlines  and  runaway  infla- 
tion, Beijing's  markets  are  piled  high  with  affordable  produce, 
stylish  garments,  and  electronic  gadgets.  Inflation  is  down  to 
5%  from  S07o  in  1988,  and  hard-currency  reserves  have  sur- 
passed $35  billion.  "People  can  see  that  on  a  yearly,  a  daily 
basis  even,  life  is  getting  better,"  says  a  U.  S.  official. 

Many  economists  credit  a  three-year  austerity  drive  that  Li 
spearheaded  for  getting  the  economy  back  on  course.  A  hy- 
draulic engineer  trained  in  Stalin's  Soviet  Union,  Li  is  a  hard- 
line Communist  at  heart.  But  now,  he  has  jumped  on  the 
reform  bandwagon.  He  appears  on  television  almost  daily, 
traipsing  through  factories,  coastal  free-trade  zones,  and  new 


stock  exchanges.  But  to  avoid  another  outburst  of  inflation 
and  layoffs  at  state-run  factories,  Li  is  resisting  Boris  Yeltsin- 
style  economic  shock  treatment. 

His  Beijing  propagandists  are  also  trying  to  present  a 
kinder,  gentler  Li  Peng  by  depicting  him  as  a  humanitarian 
who  rushes  to  the  scene  of  natural  disasters  and  as  a  family 
man.  "Li  Peng  never  behaves  like  a  domineering  husband,  and 
he  always  helps  me  do  housework  when  he  is  free,"  his  wife, 
Zhu  Lin,  told  the  official  press.  They  also  highlight  his  close 
ties  with  the  late  Zhou  Enlai,  Li's  stepfather.  Portraits  of  Zhou 
are  posted  throughout  Beijing.  The  subliminal  message;  Li  is 
carrying  the  mantle  for  the  revered  elder  statesman. 

GLOBAL  OVERTURES.  To  improve 
his  international  image,  Li  Peng 
has  trotted  the  globe,  presiding 
over  the  normalization  of  ties  with 
former  foes  from  Singapore  and 
Vietnam  to  India  and  Israel.  But 
Li's  image  has  not  sold  well  in  the 
U.  S.,  where  memories  of  his  lead- 
ing role  in  the  Tiananmen  crack- 
down remain  vivid.  Bush  took  the 
risk  of  agreeing  to  see  him  in  late 
January  because  the  President  be- 
lieves in  a  "constructive  engage- 
ment" policy  with  the  world's 
most  populous  nation.  But  just  by  meeting  with  Li,  Bush 
makes  the  Premier  look  like  a  star  diplomat  back  home. 

Li  did  make  it  easier  for  the  meeting  to  take  place:  He 
released  nine  dissidents  on  Jan.  27.  But  he  still  has  a  long  way 
to  go.  To  Chinese  intellectuals,  who  routinely  refer  to  him  as 
"disgusting,"  Li  remains  a  throwback  to  a  dying  era  of  out- 
moded party  hacks  who  turned  the  guns  on  their  own  people. 
But  as  China's  doddering  leaders  cling  to  power,  the  savvy  Li 
Peng  is  using  his  time  wisely.  He  may  wind  up  with  more 
clout  than  anyone  imagined. 

By  Pete  Engardio  in  Beijing,  with  Am//  Borrus  i)i  IVas/i i ngton 
and  Jii/jce  Ba rnathan  in  New  York 
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FRANCE 


I  ig  Blue  has  taken  a  giant  step  fo- 
rward making  itself  a  centerpiece 
of  Europe's  high-tech  future.  In  a 
tense  bidding  war  against  rival  Hew- 
lett-Packard Co.,  IBM  wound  up  with 
the  prize:  a  linkup  with  France's  state- 
owned  computer  maker  Groupe  Bull. 
With  this  new  partnership,  IBM  aims  to 
assure  that  its  high-speed  RISC  comput- 
er technology — not  HP's — becomes  a 
European  standard.  The  alliance  also 
bolsters  IBM's  strategy  to  become  Eu- 
rope's first  line  of  defense  against  fur- 
ther Japanese  inroads. 

To  win  that  honor,  IBM  had  to  fend 
off  not  only  HP  but  the  French  govern- 


ment. While  Bull  Chairman  Francis  Lo- 
rentz  and  France's  Finance  Ministry 
favored  a  tieup  with  IBM,  protection- 
minded  Prime  Minister  Edith  Cresson 
preferred  HP  as  less  threatening.  It 
took  President  Francois  Mitterrand  to 
give  IBM  the  final  nod.  The  politically 
beleaguered  Cresson  was  nonetheless 
quick  to  embrace  the  IBM  accord  as  a 
big  boost  for  her  scheme  to  rescue 
France's  flagging  state-owned  high- 
tech companies. 

Although  Cresson  pledged  to  keep 
IBM  from  taking  over  Bull,  the  two  will 
become  closely  intertwined.  For  start- 
ers. Big  Blue  will  pay  $100  million  for  a 
5.7%  slice  of  Bull's  equity — a  move  de- 
signed to  offset  the  4.7%  held  by  Ja- 


pan's NEC  Corp.  IBM  and  Bull  will  share 
manufacturing  of  various  RISC  compo- 
nents that  both  companies  will  use  in 
their  computers.  And  IBM  has  agreed 
to  resell  about  150,000  portable  com- 
puters annually  from  Bull's  Zenith 
Data  Systems  unit  and  share  the  futur- 
istic systems  it  is  developing  with  Ap- 
ple Computer  Inc. 

Pushed  by  Cresson,  IBM  will  also 
help  strengthen  money-losing  SGS- 
Thomson  Microelectronics'  position 
against  its  Japanese  and  U.  S.  rivals. 
IBM  will  transfer  semiconductor-pro- 
cessing technology  to  the  state-owned 
chipmaker,  and  it  will  double  its  cur- 
rent purchases  of  SGS  chips  to  about 
$100  million  annually. 


NTERNATIONAL  OUTLOOK 


This  year,  the  average 
corporate  manager 

will  spend  588  hours 
sitting  in  meetings. 


Fortunately,  this  is 
no  average  chair. 

T 


It's  the  Comtorto®  S\'Stem  18  chair  hv  Haworth.  Where  elegance  meets  ergonomics. 
And  business  people  meet  in  exceptional  comfort  that  lasts  through  long  agendas.  ▼  At  Haworth, 
we  know  how  executives  reallv  v\'ork.  Because  we've  been  working  with  them  eveiT  day  ior  more 
than  lorty  years.  ▼  Nia\be  its  time  we  met.  ▼  For  more  information  about  our  company  and  our 
complete  line  of  office  furniture,  call  Laura  Cramer  at  1-800-344-2600. 

HAWORTH  WORKS  FOR  BUSINESS.  H/;WORTH 


I 


Logic  would  seem  to  dictate  that  when  you  pay  thousands  of  dollars  more  tor  a  car, 
you  should  get  a  lot  more  car.  Apparently,  in  the  case  of  the  Cadillac  Sedan  DeVille 
versus  the  Chrysler  Fifth  Avenue,  logic  does  not  apply.  Both  cars  provide  ample 
room  tor  six,  air-conditioning,  automatic  transmission,  automatic  load  leveling, 
stereo  sound  system,  tully  reclining  seats,  all  as  standard  equipment.  Both  offer 
safety  and  pertormance.  A  driver's  air  hag  is  standard  on  the  Chrysler  Fifth 


'Standard  (.'quipment  levels  vary- 

Lej^rtK>m  comparison  to  Cadillac  Brou^hani  t  Excludes  normal  maintenance,  adjustments  and  certain  wear  items.  See  limited  warranty  at  dealer.  Some  restrictions  apply. 


1,  a  lesser  warranty 
t,  it  could  be  a  Cadillac 


Avenue,  as  is  a  powerful  fuel-injected,  3.3'liter  V-6.  Anti-lock  brakes 


are  also  available.  Here,  however,  is  where  logic 


totally  falls  apart.  The  restyled  Chrysler  Fifth 


Avenue  costs  thousands  less,  yet  it  has  more  legroom 
than  the  largest  Cadillac*  And  it  offers  a  better  warranty: 


bumper-to-bumper  protection  for  5  years  or  50,000  miles!  So  if 


you're  looking  for  a  great  luxury  car,  defy  logic.  Pay  less,  get  more. 


Chrysler  Fifth  Avenue.  For  more  information,  please  call  1-800-4A-CHRYSLER. 
THE  199  2  CHRYSLFT^   FIFTH  AVENUE 


ADVANTAGE:  CHRYSLER  IV 

A        DIVISION        OF        CHRYSLER        CORPORA  TlOrsJ 


OFFICIAL  SPONSOR  USA 
OFTHE  1992US  '^'^^^ 


OLYMPIC  TEAM 


THE  1992 
SENIOR  TOUR 
JOURNAL 


INTRODUCTION  BY  SAM  SNEAD 


hen  Business  Week  asked  me  to  write  this 
introduction  for  the  Senior  TOUR  Journal,  I 
was  awfully  flattered.  It  gave  me  a  reason  to 
stop  for  a  moment  and  think  back  on  all  of  my 
years  in  golf.  I  consider 
mysell  quite  lucky  to  have 
been  able  to  spend  my 
entire  life  playing  golf.  It's 
not  only  been  my  liveli- 
hood, it's  been  my  life.  It's 
given  me  the  opportunity 
to  do  things  I  never 
dreamed  of  doing  as  a  kid 
growing  up  in  the  Back 
Creek  Mountains  of  West 
Virginia.  Playing  all  over 
the  world  and  rubbing 
elbows  with  presidents, 
kings,  and  the  biggest 
celebrities  v  I  our  day  .  .  . 
from  Bob  Hoi  ,  to  the  Duke 


Ml. 


of  Windsor,  Eisenhower,  Nixon  and  Ford,  the  King 
of  Sweden,  Mickey  Rooney,  Johnny  Weismuller  .  .  . 
you  name  'em.  Ya  know,  golfers  have  been  called 
the  celebrities'  celebrities,  and  it's  true.  All  the  stars 

have  told  me  that  if  they 
could  come  back  and  do 
it  all  over  again,  they 
would  come  back  as  a 
professional  golfer. 

Sure,  the  great  players 
make  the  game  look  easy 
.  .  .  Nelson  and  Hogan, 
Middlecoff  and  Boros, 
Palmer  and  Nicklaus, 
Player  and  Trevino,  and 
all  the  other  names  you 
can  think  of.  But  all  great 
players  share  one  thing  in 
common.  They  love  to 
play.  And  when  they're  in 
the  hunt,  and  that  could 

.        .    ■  -V  .^.■...-^-,.-.-A:v>.............  ^-..^^.r.^^Jli  i. 
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be  for  a  two-dollar  Nassau  or  the  U.S. 
Open,  they  really  love  to  play. 

I  remember  in  1938,  my  second  year  as 
a  touring  pro.  1  won  eight  tournaments 
that  year  starting  with  the  Bing  Crosby 
Pro-Am  and  ending  with  the  Inverness 
Invitational.  Victories  from  coast  to  coast. 
And  in  1941  I  won  seven  events.  I've  been 
credited  with  more  than  160  total  victories 
and  with  still  having  every  penny  of  prize 
money  I  ever  won.  But  back  then  it  wasn't 
just  the  prize  money.  Heaven  and  my 
banker  know  it  wasn't  that.  No,  it  was  the 
hunt  that  really  got  the  juices  flowing. 
Coming  down  to  those  last  few  holes  know- 
ing that  every  shot  counted.  That  every 
shot  made  a  difference.  That's  what  got  us 
going.  That's  what  made  us  play  our  best. 

Now  don't  get  me  wrong.  There's  a  lot  to  be  said 
for  the  satisfaction  that  comes  from  standing  there 
and  accepting  the  big  trophy  and  the  winner's 
check.  I  like  a  buck  as  much  as  the  next  guy. 
But  if  you  don't  like  the  heat  of  the  com- 
petition or  can't  find  a  way  to  come  through 
in  the  clutch,  the  trophy  case  is  going  to  be         bctll  doeSilH 
a  little  bare.  Same  for  all  you  businessmen.     fStfjetflhsr  if  yOU 

won  The  Masters 
last  week  It  still 


Golf's  living  legends,  Jack  Nicklaus,  Arnold  Palmer,  and  Lee  Trevino  contribute  to  the 
success  and  popularity  of  ttie  Senior  PGA  TOUR. 


"That  little  white 


ing  contact  and  watching  that  ball  fly  through  the 
air  just  like  it  was  intended  to  do.  You  see,  I  got  the 
golf  bug  early  in  life,  and  I  still  have  it.  All  of  us  on 
the  Senior  TOUR  have  it.  That's  what  got  us  this  far. 

And  I  think  all  of  you  who  play  golf, 
even  if  it's  just  a  little  bit  here  and  there, 
start  to  get  that  bug,  too.  And  that's 
because  golf's  a  lot  like  running  a  busi- 
ness. There's  not  a  lot  of  room  for  error. 
You  have  to  stay  dedicated  to  it  to  be 
any  good.  The  scorecard  is  like  your 
balance  sheet,  and  we  all  know  that  the 


Gotta  like  what  you're  doing  if  you  really 
want  to  be  the  best,  cause  it's  like  golf.  That 
little  white  ball  doesn't  remember  if  you 

won  The  Masters  last  week.  It  still  makes     makes  you  go  out  numbers  don't  lie.  But  when  you  reach 

you  go  out  and  prove  yourself  again  today,    and pTOVe  yOUTSelf  ^^at  score  you  were  striving  for  .  .  .  when 

again  today."  ^""^^^  ^^"^ ^^^'^ 


You  and  I  both  wish  that  ball  had  a  little 
longer  memory,  don't  we! 

I  wasn't  even  10  years  old  when  I  started  caddying 
at  The  Cascades,  and  that's  when  I  first  got  to  hit 
balls  with  a  real  club.  I  still  love  the  feeling  of  mak- 


wanted  it  to  .  .  .  well,  there's  nothing 
like  that  sense  of  accomplishment  and  that  feeling 
of  success.  What's  funny  about  life  is  you  can't  wait 
to  go  out  and  do  it  again.  And  try  to  do  it  better! 
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NEC  makes  a  hard  day's  work  a  little  easier. 


Their  reduced  ELF/VLF  emissions  meet  ditftfflHHHjj^ 

the  strictest  safety  guidelines  in  the  world.  They're  ^^——"^^ 
flicker-free,  with  anti-glare  protection  for  less  eyestrain.  A  tilt-swivel  base 
for  less  neckstrain.  An  anti-static  screen  coating  that  eliminates  dust  and 
static  shock.  And  up-front  controls  that  are  easy  to  reach  and  use. 

It's  no  wonder  you'll  see  NEC  products  in  corporations  large 
and  small.  In  public  and  private  institutions.  In  homes  across  the  country. 
At  NEC,  we  don't  consider  our  work  done  until  we've  made  it  easier 
to  do  yours. 

For  more  information,  call  us  at  1-800-338-9549. 


Often,  a  day  at  the  office  runs  well  into 
the  night.  That's  one  of  the  reasons  NEC  places 
a  high  priority  on  user  comfort  and  safety  in  the 
development  of  new  products. 


We  call  this  people-minded  thinking  our 
ErgoDesign™  philosophy,  and  our  new  line  of 
Multisync*  Monitors  is  a  prime  example. 


MultiSym.  is  a  registered  trademark  and  ErgoDesign  is  a  trademark,  of  NEC  Technologies.  Ii 


NEC 


Caring  through  technology. 


Communications  •  Computers  •  Electron  Devices  •  Home  Entertainment. 
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THREE 
CHEERS 
FOR 
CHI  CHI 


BY  BOB  VERDI 


hat  is  it  about  Juan  "Chi  Chi" 
Rodriguez  that  conveys  such  joy.'' 

Surely,  there  are  other  professional 
golfers  who  smile  all  the  way  to  the 
bank.  And  many  others  can  make 
the  galleries  roar  by  making  the  ball  talk. 
And  still  others  can  treat  business  with 
such  pleasure  that  the  fun  isn't  only  theirs, 
but  ours,  too. 

What  is  it,  though,  about  Chi  Chi.^ 
Forever,  he  seems  to  be  the  leader  in  the 
clubhouse  on  matters  more  significant  than 
posting  the  best  scorecard.  True,  birdies 
energize  him,  but  bogeys  don't  destroy  his 
spirit,  and  if  that  four-foot  putt  zigs  when 
it's  supposed  to  zag,  well,  so  what?  There's 
always  tomorrow,  and  Chi  Chi  will  just 
about  guarantee  that  it  will  be  even  shinier 
than  today. 

"Takers  eat  well,  but  givers  sleep  well, " 
he  says.  "I  don't  need  a  pill  to  get  to  sleep. 
And  I  sleep  ten  hours.  Alligators  sleep  all 
day,  and  they  live  to  be  300." 

Oh,  there  are  thousands  of  those  homi- 
lies in  Chi  Chi's  bag.  One  for  every  18 
holes  he  plays  on  the  Senior  PGA  TOUR. 


Or  IS  it  18  tor  every  hole?  "Whatever,  at  age 
56  this  wonderfully  genuine  human  being 
who  comes  in  such  a  compact  package  has 
done  golf  fans  throughout  the  world  a  true 
favor.  When  an  athlete's  skills 
erode,  alas,  we  tend  to  see  less 
of  him  or  her.  But  Chi  Chi  has 
managed  to  play  so  well  lor  so 
long  that  we  needn't  worry. 
He'll  be  there  when  it  counts. 

That's  his  history. 

Because  goU  is  not  meant 
to  be  fair,  Chi  Chi  still  waits 
to  win  his  first  major  tour- 
nament. The  U.S.  Senior  Open 
would  be  his  choice,  for,  as  he 
says,  "it  carries  the  name 
'United  States'  in  it  .  .  .  the 
greatest  country  in  the  world." 

Chi  Chi  was  in  position  to 
claim  the  1991  Open  at  hal- 
lowed Oakland  Hills  in 
Birmingham,  Mich.  Talk 
about  a  gathering  of  legends.  Lee  Trevino  led 
after  three  rounds,  by  one  stroke  over  Jack 
Nicklaus  and  Chi  Chi.  Trevino,  however. 


"The  thing 
people  don't 
realize,  though, 
is  how  many 
good  players  are 
out  here.  This  is 
good  golf.  If  it 

wasn't,  the 
Senior  TOUR 
wouldn't  be 
as  successful 
as  it's  been. " 


SPECIAL  ADVERTISING  SECTION 


bowed  with  a  closing  74 
while  Nicklaus  and 
Rodriguez  each  shot  71 
to  wind  Lip  in  a  tie  after 
72  holes.  In  Monday's 
playoff,  Chi  Chi  shot  69. 
But  The  Golden  Bear  went  out  in  3 1 
strokes,  came  back  in  3-1,  and  posted  a 
splendid  65. 

"What  was  1  going  to  do? "  Rodriguez 
says,  with  a  shrug.  "I  lost  to  the  best 
player  ever  playing  the  best  golf  I've  seen 
him  play  in  15  years.  Jack  said  it  was  his 
best  round  for  ball-striking  that  he'd  had 
in  a  long  time.  I  thought  before  the 
playoff  that  if  The  Golden  Bear  went  to 
sleep,  maybe  the  little  mouse  would 
sneak  right  in.  I  wound  up  frying  to 
hunt  The  Golden  Bear,  but  I  didn't  have 
enough  bullets.  'When  Jack  wins  any 
tournament,  it's  good  for  golf" 

Indeed,  Nicklaus'  triumph  there 
meant  automatic  entry  lor  him  at  the 
U.S.  Open  in  June,  1992,  at  Pebble 
Beach,  one  of  his  favorite  venues. 

"It  I'd  have  won  the  Senior  Open,  I 
still  wouldn't  have  played  in  the  other 
Open, "  Chi  Chi  says.  "I  know  I  can't 
win  that.  But  Jack  can.  He's  still  good 
enough  to  win.  He  was  like  a  machine 
out  there  in  that  playoff  round.  Nobody 
could  play  that  well  except  him. 
Me,  it  would  have  been  good  for 
my  ego  to  beat  him  for  my  first 
major,  but  I'm  happy  for  Jack 
that  he  won.  You  see,  he's  the  one 
guy  who  came  out  to  the  Senior 
TOUR  with  nothing  to  gain. 

"The  thing  people  don't 
realize,  though,  is  how  many 
good  players  are  out  here.  You 
worry  about  Jack  when  he  plays, 
or  Lee  or  maybe  even  me.  But 
then  Ben  Smith  shoots  a  65  or 
'■>6,  and  everybody  asks,  'Who's 
■>  Who's  Ben  Smith:-''  He's 
>thergood  player  out  here,  that's  who 
1  think  that's  the  one  thing  that 

the  players  when  they  first 
■■  .    ,ipre  and  the  galleries  when 
.     ! ome  out  to  see  us.  This  is 
!  If  It  wasn't,  the  Senior 
'  udn't  be  as  successful  as 


Last  season,  Chi  Chi  was  again  among  the  leaders  in  sand  saves  on  the  Senior  TOUR. 


"//  everyone 
were  like  me, 
there  would  n't 
he  any  need  for 
psychiatrists, " 
Chi  Chi  says. 
"/  just  might 

play  golf 
forever. " 


it's  been.  Look  at  the  crowds  and  the 
TV  ratings,  and  these  are  tough  eco- 
nomic times." 

Chi  Chi's  stock,  a  blue  chip  offering 
to  which  the  public  is  entitled,  contin- 
ues to  rise,  recession  or  no  recession.  He 
won  four  more  tournaments  on  the 
Senior  circuit  in  1991,  and  he  realized 
$794,013  in  official  earnings.  You  can 
count  on  both  hands  the  number  of 

professional  golfers  on  either 
TOUR  who  fared  better  and 
you'll  still  have  some  fingers 
left  over.  And,  here's  a  warn- 
ing to  Chi  Chi's  contempo- 
raries. While  his  lodge 
brothers  might  suffer  burnout, 
or  find  themselves  moving 
from  the  "gee  whiz  "  to  the  "aw 
nuts"  category,  this  mighty 
mite  remains  firmly  in  love 
with  his  existence. 

"If  everyone  were  like  me, 
there  wouldn't  be  any  need  for 
psychiatrists, "  Chi  Chi  says.  "I 
just  might  play  golf  forever." 

Rodriguez  is  hitting  the  ball  as  long 
or  longer  than  ever  off  the  tee,  and  he's 
hitting  it  straighter.  Chi  Chi  has  been 
known  to  grapple  with  radar  problt  ms, 
but  early  in  1991,  he  befriended  one  of 
those  "Big  Bertha"  drivers.  The  results 


are  remarkable.  A  year  ago,  though  he 
was  a  strong  fifth  on  the  money  list, 
Chi  Chi  was  not  in  the  top  10  for  driv- 
ing accuracy.  Last  season,  however,  he 
finished  fourth  for  total  driving.  His 
length  —  an  average  of  about  265 
yards,  which  is  plenty.  That  swing  of 
his,  the  one  you  wouldn't  teach  to  an 
enemy  even  if  you  could,  is  not  classic, 
but  it  is  eminently  functional.  The 
irons  are  crisp  and  the  putts  are  drop- 
ping and  the  scores  are  routinely  low. 

Chi  Chi  cautioned  one  and  all  — 
including  himself,  in  a  way  —  that 
when  Nicklaus  and  Trevino  turned  50 
and  became  eligible  for  the  Golden 
Pond  Gang,  other  golfers  on  the  Senior 
TOUR  would  have  to  settle  for  left- 
overs. When  Jack  didn't  win,  Lee 
would  win.  And  vice  versa.  With  more 
luminaries,  such  as  Raymond  Floyd, 
due  to  arrive  soon. 

But  Chi  Chi,  who  came  to  the  Senior 
TOUR  in  1985,  is  about  to  triple  his 
receipts  gleaned  from  the  Regular 
TOUR,  which  he  joined  in  I960.  At  a 
time  when  most  comfortable  venerables 
are  mulling  retirement  plans,  Chi  Chi  is 
formulating  goals.  At  56,  the  legs  are 
supposed  to  be  gone,  and  maybe  the 
nerves  and  the  eyesight,  too.  But  Chi  Chi 
figures  that  all  of  life's  lessons,  good  and 
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Hd  w  else  can  vou  describe  the  all 


getic  16- valve  4-cylinder  engine.  Whichever 
you  prefer,  both  are  attached  to  a  more 
""^^'^        thanks  to  the  increased 
v'f.fl^    use  of  high-strength  tensile  steel. 

Now  turn  the  key  and  what  you'll 
discover  is  that  noise,  vibration  and 
harshness  have  all  surprisingly  been 
V6  Engine     hushcd.  That's  because  our  engineers 


new  Toyota  Camry?  Try  well-  |^ 
built,  good-looking  and,  yes,  /f^ 
even  intelligent. 

Take,  for  example,  our 
two  new  engines  with  more 
well-appreciated  power  than  ever 
before.  There's  an  enhanced  24- 
vake  V6  engine.  Also  available  is  an  ener-     have,  once  again,  done  the  unexpected. 


They  employed  new  anti-vibration 
subframes.  They  utilized  new 
hydraulic  engine  mounts.  They  even 
smoothed  body  surfaces  to  cheat 
the  wind. 

All  of  which  you'll  find  as  either  a 
luxury  or,  quite  possibly  a  necessity 

Depending  on  your  personality 
of  course. 


If  you  could  describe  acar 
by  a  personality  trait,  this  one  would  be 
the  strong  and  silent  type. 


THE  ALL-NEW  1992  CAMRY 

We  just  COULDN'T  LEAVE  WELL  ENOUGH  ALONE 
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bad,  have  nourished 
instead  oi  diminished 
him.  Besides,  the  most 
miportant  muscle  in  the 
body  is  the  heart  and  the 
talent  we  should  value 
above  all  is  the  ability  to  work. 

"One  thing  you  can't  rush,"  Chi  Chi 
says,  "is  experience.  My  father's  mother 
lived  to  114  and  my  father's  father  lived 
to  1 10.  My  mother's  parents  both  lived 
past  100.  One  of  my  uncles  was  108.  So, 
time  is  on  my  side.  Will  I  still  be  play- 
ing golf  when  I'm  62.''  If  the  Lord  lets 
me,  of  course.  But  when  I'm  62,  I  don't 
think  they'll  give  me  Social  Security." 

Chi  Chi  was  born  in  Rio  Piedras, 
Puerto  Rico,  a  village  near  San  Juan. 
He  was  one  of  six  children  in  the  himi- 
ly.  His  father  Juan  labored  on  a  sugar 
cane  plantation,  suffered  a  heart  attack 
and  was  let  go,  then  took  another  )ob  at 
another  plantation.  The  optimum  salary 
was  about  $  1 8  a  week,  enough  to  put 
food  on  the  table.  But  it  was  a  small 


"Takers  eat 
well,  hut  givers 
sleep  well,"  he 
says.  "I  don't 
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table,  and  the  food  wasn't  always  the 
best.  After  he  had  soup  for  lunch,  he 
picked  his  teeth  before  his  friends,  all 
the  better  to  make  them  think  he'd  had 
meat.  Were  times  trying.''  Chi  Chi  got 
maybe  a  dollar  a  day  for  helping  out  on 
the  plantation  as  a  kid,  and  he  caddied, 
too,  at  35 ^  per  18  holes.  Of 
course,  Chi  Chi  being  Chi  Chi, 
when  he  could  tell  you  all  that 
he  missed,  he  counts  his  bless- 
ings instead. 

"Look  at  these  hands,"  he 
says.  "The  fingers  are  still 
crooked  from  rickets.  But,  look 
again.  Crooked  hands  make  a    need  a  pill  tO  get 
perfect  golf  grip.  I  found  out  ^^^^  ^ 

early  that  I  could  handle  the 

club.  But,  I  didn't  play  like  sleep  ten  hours." 

these  kids  play  now  in  college. 
These  kids  play  so  much  golf,  they  are  so 
programmed  so  early,  that  some  of 
them  lose  their  love  for  the  game.  Guys 
like  me  who  grew  up  as  caddies,  maybe 
we  appreciate  it  more.  I  started  hitting 
a  tin  can  with  a 
stick  from  a 
guava  tree. 

"I  didn't  get 
my  first  real  golf 
club  until  I  was 
1  1 .  I  was  a  kid, 
but  I  never  was  a 
kid,  if  you  know 
what  I  mean.  You 
go  to  work  when 
you're  7,  you're 
too  poor  to  be  a 
kid.  Now,  some 
kids  have  every- 
thing. Some  kids 
on  the  other 
TOUR.  That's 
not  their  fault. 
But  you  know 
what  they  say.  A 
person  who  grew 
Lip  with  nothing 
can  lose  every- 
thing and  start 
over  again.  I 
could  go  back  and 
be  a  caddie  if  I 


had  to  at  a  country  club.  But  what 
about  these  kids  who  have  enough 
money  to  buy  the  country  club.^  If  a  rich 
person  loses  everything,  he  is  helpless. " 

Chi  Chi  entered  the  army  when  he 
was  19.  His  game  improved,  as  he  says, 
but  not  as  much  as  his  marching.  When 
he  returned  home,  Ed  Dudley 
appointed  Chi  Chi  as  caddie 
master  of  the  Dorado  Beach 
Golf  Club.  Then  came  Pete 
Cooper,  who  replaced  Dudley 
and  taught  Chi  Chi.  Then 
came  Laurance  Rockefeller, 
who  built  Dorado  Beach.  He 
offered  to  sponsor  Chi  Chi  on 
the  TOUR.  Chi  Chi  won  the 
Denver  Open  in  1963,  and 
almost  immediately,  he 
reached  into  his  pocket.  His 
mother,  divorced,  had  moved  to  New- 
York.  Chi  Chi  visited  her  in  her  dilapi- 
dated apartment,  and  bought  her  a 
house  in  San  Juan.  He's  been  giving 
ever  since. 

"My  hero  is  Mother  Teresa,"  Chi  Chi 
says.  'She  doesn't  talk  about  money,  she 
talks  about  love.  I  have  had  my  prob- 
lems with  money.  But,  I  believe  that 
God  takes  care  of  good  people.  God 
does  good  things  for  people  who  do 
good  things.  Years  ago,  I  was  going  bad 
and  I  saw  Jack  Nicklaus  at  Pebble 
Beach.  He  had  just  bought  the  MacGregor 
company  and  he  asked  me  if  I  would 
be  a  spokesman  for  his  company.  You 
see  what  I  mean?  I  believe  that  maybe 
God  has  been  nice  to  me  because  I've 
tried  to  be  nice  to  people.  That's  the 
way  I  was  brought  up.  I'm  not  going 
to  change  now." 

Chi  Chi  tells  a  story.  Many  years  ago, 
he  went  to  see  his  mama,  Modesta.  He 
turned  over  to  her  the  keys  to  a  brand 
new  car.  But  when  Chi  Chi  left  to  go 
play  some  more  golf,  mama  gave  the 
keys  to  Frankie,  Chi  Chi's  brother. 
Frankie  and  his  girlfriend  went  for  a 
drive.  They  parked  the  car  at  a  roadside 
stand  to  buy  some  fruit.  A  youngster  in 
a  jalopy  lost  control  of  his  car,  and 
rammed  it  into  the  brand  new  car,  of 
which  there  was  very  little  left. 


To  those  who  wonder  why  Y)nex  Irons 
cost  twice  as  much  as  any  others, 
we  offer  the  following  explanation. 


The  Guinness  World  Record  long  drive.  An 
astounding  412  yard  shot  made  with  a  Yonex 
A.D.X.  in  a  PGA  sanctioned  event.  And  a  record 
that  has  remained  unbroken  for 
\v  \,\\\  III     I  the  past  two  years. 
L  IfUim^MM        ^  record  that's  compelled 
R  TllflRLD  ^'^her  club  makers  to  change 
^-^^'^^   their  designs.To improve  their 
ginaterials.  To  even  copy  our 
r     exclusive  widebody  shape. 
Yet,  try  as  they  may,  nobody 
has  been  able  to  match  our  record.  Or  even  come 
within  a  few  yards.  Much  less  surpass  it. 

But  what  does  a  drive,  impressive  as  it  may 
be,  have  to  do  v/ith  the  price  of  our  irons? 

Simply  this.The  same  advanced  technology 
that  created  the  Yonex  WideBody  Driver  is 
behind  each  and  every  set  of  Yonex  WideBody 
Irons.  And  that  holds  true  for  our  graphite 
A.D.X.  200's.  Forged  A.D.X.  Tours.  And  the 
new  soft  cast  A.D.X.  lOO's. 

Or  to  put  it  another  way,  with  Yonex  you're 
not  just  buying  clubs  .You're  buying  technology. 


Yonex  WideBody  technology.  Consider  our 
A.D.X.  200's,  for  instance.  We  put  50%  more 
mass  in  the  head  and  widened  the  sole  by  80%. 
Giving  each  iron  a  center  of  gravity  that's  both 
lower  and  deeper.  What's  more,  the  aerodynamic 
shape  reduces  wind  resistance.  So  you'll  generate 
much  greater  clubhead  speed. 

All  of  which  results  in  at  least  15  additional 
yards  on  every  shot.  And  amazing  accuracy. 

The  A.D.X.  dubhead's 
WideBody  has  50% 
wore  head  mass  than  a 
standard  iron  and  an 
80%  wider  sole  width. 
Thereby  creating  both 
d  lower  and  deeper  center 
of  gravity  for  far  more 
distance  and  accuracy. 

It  you  don't  think  that's  worth  the  price,  you 
definitely  don't  play  to  win. 

Because  the  way  Yonex  sees  it,  it  isn't  really 
a  question  of  how  much  you  pay  for  a  set  of  irons. 
It's  more  a  question  of  how  much  an  eagle  on  a 
par  5  is  worth.  Whether  you've  got  a  hundred 
dollar  Nassau  riding  B 
on  it.  Or  just  your  ego.  k 
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"You  know  what 
Mama  didr'"  says  Chi 
Chi.  "She  called  the  kid's 
father,  and  the  first  thing 
she  asks  is  if  the  kid  was 
hurt.  Then  she  invites 
the  kid's  father  over  for  coffee  to  talk 
about  the  problem.  The  father  tells 
Mama  he  has  no  insurance,  no  money, 
no  nothing.  Only  three  other  very  old 
cars  to  his  name.  Mama  tells  him,  here's 
what  we  do.  You  give  me  the  oldest  of 
the  three  cars  and  we'll  call  it  even." 

In  time,  Chi  Chi  returned,  wondering 
where  that  new  car  was.  She  told  him. 
"How  could  you  do  thisr'"  he  said. 
"Don't  worry, "  Mama  said.  "God 
will  give  me  a  new  car  if  he  wants  me 
to  have  it. " 

Got  time  for  another  story? 
As  a  child,  Chi  Chi  remembers  hear- 
ing a  noise  outside  the  family's  tin- 
roofed  shack.  His  father  Juan  arose, 
darted  out  the  back  door,  and  confront- 
ed the  intruder,  who  carried  a  machete. 

"What  are  you  doing  here.-*" 
inquired  Juan. 

"I.  .  .  I  .  .  .  I  came  here  to  get  in  out 
ot  the  rain,"  the  man  responded. 

"Are  you  crazy?"  said  Juan.  "Look  up 
in  the  sky.  There  are  only  stars  above. 
Now  give  me  the  machete." 

Juan  Rodriguez  walked  into  the 
dark,  toward  the  banana  grove  that  the 
family  used  to  subsist.  He  flailed  away 
for  a  few  minutes,  then  returned. 

"Here,"  Juan  said  to  his  neighbor. 
"Next  time  you  need  food,  you  come 
through  the  front  door  and  ask  for  it." 

Chi  Chi's  eyes  twinkle  at  the 
recollection. 

"First,  you  have  to  understand, "  he 
says,  "it  was  tht  honorable  thing  to 
steal  for  your  kids.  But  the  way  he 
handled  that  neighbor  was  one  of  the 
many  things  my  father  ditl  that  had 
such  a  big  influence  on  my  life.  He 
taught  me  how  to  give  The  eyes  of 
the  adult  must  be  oper  ro  the  child. 
Giving  is  in  my  genes.' 

Nowhere  is  Chi  Chi's  spir.  more 
evident  than  in  Clearwater,  Fla. .  home 
base  ot  the  Chi  Chi  Rodriguez  Youth 


Foundation.  There,  disadvantaged,  trou- 
bled and  abused  children  are  taught  the 
game  of  golf,  but  more  importantly,  the 
game  of  life.  They  are  counseled,  they  are 
educated,  they  are  hugged.  Chi 
Chi  is  forever  in  telephone  con- 
tact with  the  kids,  and  perhaps 
a  dozen  times  a  year,  he  will  visit. 

"Yes,  I'm  tired  when  I  get 
there  a  lot  of  times, "  he  says. 
"So  tired,  I  want  to  lie  down 
and  go  to  sleep.  But  then  I  see 
the  kids,  and  I  feel  like  Clark 
Kent.  "We  have  about  650  of 
them,  at  all  stages,  and  that 
includes  going  to  college  and 
graduating.  Ten  years  ago,  I  was 
making  $37,000  and  spending 
$  1 00,000.  It  got  so  bad,  the  IRS  sent  me 
a  get  well  card.  But  that's  okay. 

And  to  think  that,  once  upon  a  time, 
Chi  Chi  Rodriguez  was  so  misunder- 
stood. He  came  aboard  the  professional 
tour  full  of  song  and  animation.  To  be 
brutally  honest,  his  choreography  was 
not  always  welcome.  In  fact,  after  play- 
ing a  round  with  Arnold  Palmer  at  the 
1964  Masters,  Palmer  chided  Chi  Chi 
for  a  few  too  many  antics.  Chi  Chi  left 
the  conversation  with  tears  in  his  eyes, 
for  he  still  considers  Palmer  "the 


"Yes  I'm  tired 
when  I  get  there 
a  lot  of  times," 
he  says. . . 
"But  then  I 
see  the  kids, 
and  I  feel  like 
Chirk  Kent." 


king  ...  we  should  worship  his  foot- 
steps after  what  he's  done  for  golf. " 

Now,  it's  Chi  Chi's  turn  to  be  appre- 
ciated fully.  He  still  does  the  matador 
act.  The  hole  is  a  bull,  the 
club  his  sword.  The  putt  drops 
from  wherever,  the  longer  the 
better,  Chi  Chi  draws  his 
sword,  brandishes  it,  then 
returns  it  to  the  scabbard. 
Good  theater,  good  person. 

"I  think  it's  a  case  of  Chi 
Chi  being  so  proud  of  what 
he's  done,  and  so  happy  with 
his  life,  that  he  just  sort  of 
bubbles  over, "  says  Doug 
Sanders.  "Not  in  a  bad  way.  In 
a  sincere  way.  He's  been 
through  a  lot,  and  he's  made  it,  and  he 
shows  his  feelings." 

Chi  Chi  is  also  delighted  to  play  bet- 
ter than  the  next  guy,  too.  Don't  let  the 
bright  clothes  and  the  showmanship 
fool  you,  suggests  Don  January.  Chi 
Chi  is  all  about  beating  you.  He's  beat- 
en just  about  everything  so  far,  and  the 
joy  is  yours  as  well  as  his. 

"I  am  a  mental  millionaire, "  says 
Chi  Chi.  "Besides,  the  only  thing  you 
take  with  you  when  you  die  is  what  you 
leave  behind." 


Chi  Chi  with  young  fans  in  Clearwater,  Fla.,  home  of  the  Chi  Chi  Rodriguez  Youth  Foundation. 


a  SENIOR  TOUR  JOURNAL   BUSINESS  WttK/FiSI  10,1992 


To  Succeed  In  Business , 
You've  Got  To  Show  The  Competition 
Exactly  What  You're  Made  Of . 


A  soft,  pliable 
leather  binding. 


Inverted  stitching 
forasnwoth  seam. 


Moisture 
absorbent  cotton 
doubler. 


Calfskin 
leather  upper. 


Every  shoe  company  claims 
they  make  quahty  shoes. 
But,  when  asked  to  support  their 
claims,  they  offer  only 
flowery 


prose, 

or  romantic  depictions  of 
old-world  craftsmanship. 
At  Allen-Edmonds, 
quality  is  an  easily  defensible 
position.  We  prefer  explaining 
exactly  how  our  shoes  are  made. 

And,  in  turn,  prove  to  our 
customers  that  Allen-Edmonds  are 
the  world's  finest  shoes,  made  right 
here,  in  America.  Our  suppliers 
say  no  one  is  as 

Men 
-Skionds 


Complete  support 
from  360°  welting. 


discriminating  when  selecting 
leather.  Every  shoe  is  created  on 
exclusively-designed  foot  molds, 
called  "lasts."  Only  the  finest 
natural  materials  are  used. 

:©: 

The  welt  —  a  piece  of  leather 
holding  the  insole,  the  outsole  and 
shoe  upper  together — runs  a 

full  360°  around  the  sole. 
Other  shoes  utilize  a  180°  welt, 
or  no  welt  at  all. 

:©: 

Between  the  sole  and  insole,  we  put 
a  layer  of  natural  cork  for  added 

cushion.  Between  the  outer  leather 

and  lining,  a  cotton  flannel 
doubler  helps  dissipate 
moisture. 


Finest-Cjimlity 
leather  insole. 


More  cushion 
^  from  a  leather 
heel  base. 


Allen-Edmonds  shoes  are  so  well 
crafted,  they  can  be  recrafted,  at  our 
factory,  a  number  of  times. 
To  extend  their  life  even  longer 


So,  next  time  '"^ 
some  shoemaker 
begins  claiming 

quality,  look  ■ 
them  straight  in  _ 
the  eye  and  ask  ■ 
for  facts.  You'll  ^ 

find  out  exactly 
what  they're  made  of, 


American  made  Allen- 
Edmonds  shoes  are  available 
at  fine  stores  worldwide. 


For  a  catalog  of  our  shoes 
and  where  you  can  purchase  them, 
send  $3.00.  Allai-Edmonds  Shoe  Corp., 
Box  998,  Dept.  261, 
Port  Washington,  Wl  53074  USA 
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THE 

BUSINESSMAN'S 
GOLFER 


BY  JAY  WILLI 


here's  something  about  Jim  Colbert 
that  reminds  you  ot  a  bulldog. 

There's  something  in  the  face,  m  the 
walk,  in  the  demeanor  that  says  this 
man  won't  let  go.  Once  he  clamps  the 
teeth  oi  his  ambition  into  a  juicy  part  of 
lite,  you  can  bet  Jim  Colbert  will  take  the 
biggest  bite  he  can. 

He  did  It  as  a  PGA  TOUR  player.  He 
did  it  as  a  successful  businessman.  He  did  it 
as  a  television  commentator. 

And  he  sure  took  a  big  bite  out  of  the 
1991  Senior  PGA  TOUR  in  his  rookie  sea- 
son. He  won  three  tournaments  and  more 
than  $800,000  last  season.  Pretty  good, 
almost  remarkable,  for  a  man  who  spent 
the  decade  of  the  '80s  building  a  golf  course 
management  business,  who 
spent  three  years  talking 
about  golt  on  television 
rather  than  playing  it,  and 
who  spent  most  of  his  pro- 
fessional lite  with  a  bad  back 
that  might  have  pushed  any 
athlete  into  an  ergonomi- 
cally  correct  office  chair,  a 
phone  in  one  hand,  a  pen  in 
other  and  an  opening  line  of 
"I  have  this  lovely  property 
in  central  Florida  you  might 
be  interested  in  .  .  ." 

Jim  Colbert  has  battled  to  make  the 
most  he  could  out  of  the  game  of  golf, 
both  on  the  course  and  off.  And  finally,  at 
the  age  of  50,  he  had  his  most  successful 
year  ever  playing  the  game.  He  won  the 
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"III  business  I 
got  more  upset 
stomachs  and 
there  ivere  more 
sleepless  i/ights 
than  anything 
playing  golf 
could  produce. " 
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Senior  TOUR's  biggest 
event,  the  Vantage 
Championship,  he  won 
the  first  Development 
Kaanapali  Classic,  and 
he  won  a  tournament 
very  special  to  him,  the  Southwestern 
Bell  Classic  in  Belton,  Mo.,  a  suburb 
of  greater  Kansas  City,  the  area  where 
he  grew  up. 

He's  done  exactly  what  he  wanted 
to,  coming  to  the  Senior  TOUR  with  a 
revitalized  game,  one  that  again  allows 
him  to  feel  the  warmth  of  competitive 
fire,  one  that  allows  him  to  feel  like  a 
bulldog  again.  And  when  you  see  that 
toothy  grm  after  he  drops  a  birdie  putt, 
there's  little  doubt  that  this  is  one 
happy  bulldog. 

For  many  players  the  Senior  TOUR 
is  a  renewal  oi  the  only  life  they've 
known,  that  ot  competitive  golf  It's  a 
second  chance,  maybe  even  a  third  or 
fourth.  For  Colbert,  it's  a  resumption  of 
a  life  interrupted  by  two  other  lives 
that  were  rewarding  in  their  own  ways, 
lives  that  told  him  there  are  more  per- 
ilous moments  than  standing  over  a  10- 
footer  to  win  a  golf  tournament. 

"In  business  I  got  more  upset  stom- 
achs and  there  were  more  sleepless 
nights  than  anything  playing  goll  could 
produce,"  said  Colbert. 

Colbert  Golf,  Inc.,  was  the  out- 
growth of  Jim  Colbert's  desire  to  main- 
tain his  way  of  life,  the  high  life  he 
enjoyed  so  much  on  the  PGA  TOUR 
and  the  life  that  was  so  threatened  by 
the  onset  of  back  problems  in  1976. 

In  the  latter  '70s,  with  the  back 
problems  restricting  both  the  quality 
and  quantity  of  his  play,  Colbert  started 
looking  at  golt  for  its  bu->mess 
prospects.  As  a  member  of  the  PGA 
TOUR  policy  board,  he  had  been 
involved  in  the  concept  and  evolution 
of  the  Tournament  Players  Clubs. 
"When  we  started  the  concept  of  the 
;  'ayer's  clubs,  I  was  involved  in  about 
■  '  deals,"  said  Colbert.  "When  I  was 
'  r,  !  would  work  on  the  deals  and  I 
-    i  ii.  About  the  same  time  I  was 
- :  .;n:n'i,t;  how  I  could  maintain  my 


Colbert  and  his  wife  IVIarcia  enjoyed  Jim's  first  year  on  tlie  Senior  TOUR. 


lifestyle  if  I  didn't  play.  I  liked  the 
good  life,  but  if  I  couldn't  play,  I  might 
not  have  that  good  life  anymore. " 

He  had  an  idea  that  public  golf  was 
the  way  to  go.  At  the  very  beginning  of 
the  '80s  legendary  players  like  Arnold 
Palmer  and  Jack  Nicklaus  were  entering 
the  golf  course  design  and  management 
arena,  using  their  names  like 
bulldozers  to  cut  a  swath 
through  the  private  country 
club  sector.  They  were  heavy 
competition,  and  while  Colbert 
wouldn't  shy  away  from  them  in 
tournament  play,  business  was 
something  else  again. 

Then,  in  1980,  a  friend  iisked 
hmi  if  he  would  consider  leas- 
ing the  city-owned  course  in  Las 
Vegas.  About  a  year  later, 
Colbert  signed  a  25-year  lease 
for  the  course.  He  brought  in  his 
longtime  friend,  Ron  Fogler,  who  had 
managed  the  Manhattan  Country  Club 
in  Manhattan,  Kan.,  where  Colbert  went 
to  college  at  Kansas  State  University. 

Colbert  had  the  name  and  the 
determination,  but  his  business  expe- 
rience was  still  limited.  Fogler, 
besides  being  a  club  manager,  had 
been  a  vice  president  of  the  PGA  of 
America,  a  member  of  the  Greens 


For  many 
players  the 
Senior  TOUR 
is  a  renewal 
of  the  only 
life  they've 
knoini,  that  of 
competitive  golf 


Superintendents  of  America  and  a 
master  chef.  In  short,  he  was  long  on 
all  the  elements  that  go  into  the  suc- 
cessful management  of  golf  courses. 
"We  built  our  company  around  his 
expertise,"  Colbert  said. 

There  are  plenty  of  hazards  in  build- 
ing a  company.  Colbert  and  Fogler  took 
over  the  Las  Vegas  course  and 
started  using  the  revenues  to 
fix  it  up,  to  make  it  a  quality 
facility  that  would  give  public 
players  at  least  a  taste  of  the 
private  pleasures  of  golf  They 
worked  to  better  the  fairways 
and  greens,  rebuilt  the  driving 
range,  fixed  the  pool,  and  the 
clubhouse. 

They  were  doing  well,  and 
Colbert,  whose  back  was  doing 
well  enough  that  he  could 
return  to  the  PGA  TOUR, 
was  playing  the  best  golf  of  his  career  in 
the  early  '80s.  In  1983,  at  age  42,  he 
had  his  best  year,  winning  more  than 
$200,000  and  two  tournaments,  the  last 
of  eight  tournaments  he  won  on  the 
PGA  TOUR. 

In  1984  the  county  course  in  Las 
Vegas  came  up  for  lease,  and  Colbert 
and  Fogler  took  it  over.  It  would  be 
called  Desert  Rose,  and  it  would 
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0 1991  Yon«  Cofpomcion  OGuinncss  Publishing  Lid.  1990  Guinness  is  a  registered  trademark  of  Guinness  PLC 


I  On  the  twelve  hole  I  got 


r 


a  HOLE-IN-ONE.     I  used 


f   your  driver,     I  had  to, 
!  the  twelve  hole  is  a  319j 
yard  par  4 ! ! !     I  even 
got  my  name  in  the  local 
newspaper. 


Bob  Ketcham  Kiamesha  I^ke,  NewYurk 


Theresa  Welle  Marietta.  Georgia 


Jack  ^».  Hiatc  Bountiful.  Utah 


A  412  yard  drive  got  us  into  the 

Guinness  Book  of  Records. 
These  should  get  us  into  Ripleys. 


HOLE-IN-ONE 

During  the  recent  Steve 
Pate  charity  tournament  at 
Wood  Ranch  C.C.  in  Simi  f 
Valley,  Gary  Klahn  madef 
a  double  eagle  hole-in-one  ^ 

on  the  8th  hole,  a  342  I 

I 

yard  par  4.  The  shot  was| 
made  with  a  \bnex  driver ' 
and  carried  the  green  over^ 
a  large  lake. 


Gary  Klahn  Fullerton,  California 


I  Got  my  fii^t  ei/ep-^ 

HOLF'lM'DKie.lHE' 
Wb\Jc  r  MAPE  rr  ON  Irt/AS 
A  3ZI  YM^P 


Mike  Musj;ra 


l  iirl  Collitn.  Colorado 


Dick  Lewandowski  aced  the  154-yard 
No.8  hole  at  Summer  Tree  Golf  Club 
on  March  24,  using  a  Yonex  5-iron. 
Wi^^^^^fJJKavulich ,  J.Supflrnaw. 

Dick  Lewandowski  Ueu'  Port  Riichey.  Florida 


I 
1 

-I 


Two  years  ago,  a  Yonex  driver 
hit  the  world's  longest  measured 
drive  in  a  PGA  sanctioned  event. 
Of  course,  one  long  drive  doesn't 
prove  much.  In  fact,  many  would 
call  it  a  fluke. 

But  then  what  would  you  call 
it  when  Gary  Klahn,  of  Fullerton, 
California,  aces  a  342  yard  hole 
with  a  Yonex  A.D.X.  200?  A  driver 
that  he's  never  swung  before. 

Another  fluke? 

Maybe  not.  Especially  when 
you  consider  that  PGA  touring 
pro  Scott  Hoch  recently  switched 
to  Yonex.  And  then  jumped  from 
48th  to  first  place  in  total  birdies 
on  the  tour. 

Pure  luck?  Talent?  A  little  bit 
of  both?  Actually,  there's  a  much 
more  plausible  explanation. 

Yonex  WideBody  technology. 

It  allows  us  to  make  a  totally 
unique  line  of  golf  clubs.  All  with 
aerodynamic  head  shapes.  Sweet 
spots  that  are  larger.  And  longer 
shafts  for  greater  clubhead  speed. 

All  of  which  will  help  anyone 
make  shots  worth  writing  about. 
The  300  yard  drives. The  400  yard 
double  eagles.  And  even  the  elusive 
holes-in-one.  Believe  it  or  not. 


I 
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["lecome  tlie  touchstone  ot 
d  much  larger  company, 
not  because  oi  its  success 
hut  because  of  a  disaster. 

Colbert  decided  to 
play  in  his  only  British 
Open  that  summer.  That  was  after  tak- 
ing out  a  loan  in  excess  of  $1  million  to 
refurbish  Desert  Rose.  Among  the 
things  Colbert  and  Fogler  did  was  to 
reconstruct  two  flood  channels  that  went 
through  the  property,  never  thinking 
that  there  would  actually  be  some  terrific 
flood  in  Las  Vegas. 

After  the  British  Open  Colbert  and 
his  wife  Marcia  were  sailmg  back  to  the 
U.S.  on  the  QE2.  Jim  and  Marcia  just 
loved  going  first  class.  When  they  came 
down  to  breakhist  the  second  day  at  sea, 
people  at  the  table  were  remarking  how 
terrible  the  floods  had  been  in  Las 
Vegas.  And  suddenly  Jim  Colbert  was 
having  a  lot  of  trouble  with  his  eggs. 

The  floods  had  devastated  Desert 
Rose,  ripping  up  the  irrigation  system 
and  taking  some  heavily  fertilized  and 
expensive  soil  on  a  journey  to  Lake 
Mead.  Goodbye,  a  million  bucks. 

Colbert  had  been  fortunate  to  bring  in 
a  businessman  friend  to  the  pro- 
ject, Dee  Hubbard,  owner  of 
AFG  Industries.  After  they  had 
inspected  the  damage,  Hubbard 
gave  Colbert  a  check  for 
$2(){),()()()  and  told  him  to  keep 
the  accounts  current.  Well,  that 
was  |ust  fine,  bur  they  would 
have  to  get  more  money  for  the 
long  term  to  repair  and  main- 
rain  Desert  Rose, 

That's  when  the  oli.l  bulldog 
in  Colbert  really  came  out.  He 
went  out  and  found  a  third 
course,  then  a  fourth  and  a  fifth 
to  expand  the  business  and  ihus  its  base 
of  revenue.  "I  had  to  get  these  other 
courses  just  to  pay  for  Desen  Rose," 
Colbert  said.  "It  cost  us  a  million  and  a 
half  and  a  couple  of  years  to  iix  .  .  .  it  was 
the  course  that  made  our  company  grow." 

Colbert  Golf  eventually  grew  into  an 
organization  with  22  golf  courses  and  <S()() 
employees  from  California  to  Florida. 


"Rut  what  do 
you  say  the 
IHth  time  that 
Miller  Barber 
comes  douii 
the  fairway? 
Yon  have  to  go 
out  and  get 
to  work." 
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Colbert  continued  to  play  PGA 
TOUR  golf  until  1987.  The  U.S.  Open 
was  at  the  Olympic  Club  in  San  Francisco 
that  year,  a  hilly  and  physically  demand- 
ing course  that  can  exhaust  even  the  most 
well  conditioned  golfer.  And  there  wiis 
Jim  Colbert,  with  an  electronic  stimulat- 
ing device  for  his  bad  back  and  braces  on 
both  knees,  trying  to  play  the  U.S.  Open. 

He  decided  that  he  had  had  enough. 
Colbert  didn't  play  another  tournament 
until  the  Mexican  Open  in  1990. 

Instead,  he  pursued  a  career  in  tele- 
vision, something  that  had  interested 
him  enough  to  study  in  college.  Bruce 
Devlin  was  just  quitting  his  job  as 
commentator  on  ESPN  golf  broadcasts 
to  join  the  Senior  TOUR,  and  PGA 
TOUR  Commissioner  Deane  Beman,  a 
friend  of  Colbert's  from  their  early  play- 
ing days,  suggested  he  call  Paul 
Spengler,  who  was  producing  the  tele- 
casts for  Ohlmeyer  Communications. 
Spengler  agreed  to  give  Colbert  a  tryout 
covering  three  Senior  TOUR  events  in 
Florida.  And  for  the  next  three  years 
Colbert  followed  the  Senior  TOUR. 

He  didn't  leave  his  work  ethic  back 
in  the  office  when  he  became  a  televi- 
sion commentator.  "When  a 
golf  pro  talks  about  another 
golf  pro,  it's  easy  at  first,"  said 
Colbert.  "But  what  do  you  say 
the  I8th  time  that  Miller 
Barber  comes  down  the  fair- 
way? You  have  to  go  out  and 
get  to  work.  I'd  be  out  exam- 
ining the  lie  and  the  kind  of 
options  the  player  had  on  any 
particular  shot.  And  we 
would  always  do  our  home- 
work on  what  players  had 
been  doing  recently. 

The  television  experience 
did  two  things  that  ultimately  led  to 
his  success  on  the  Senior  TOLIR.  One, 
it  helped  stoke  the  competitive  fires, 
and  two,  it  kept  him  from  playing  com- 
petitively. It's  an  odd  thing,  that  not 
playing  could  help  someone  play  well, 
but  Colbert  insists  that  it  is  true  in  his 
case.  He  just  plain  forgot  all  the  bad 
habits  that  plagued  his  swing. 


Jim  Colbert's  success  in  business  translated  into 
a  winning  rookie  season  on  the  Senior  TOUR. 


"All  the  little  idiosyncrasies  just 
went  away, "  he  said. 

His  intention  was  to  start  a  year 
before  he  was  eligible  for  the  Senior 
TOUR,  practicing  intensively,  playing 
competitively  here  and  there.  To  do 
this  he  would  have  to  sell  Colbert  Golf 
This  would  insure  that  his  bank 
account  wouldn't  be  dependent  on  his 
golf  swing.  "I  didn't  want  to  be  a  50- 
year-old  who  came  out  here  and  had  to 
make  a  living, "  Colbert  said.  "I  just 
wanted  to  be  able  to  compete  at  the 
highest  level  I  could,  and  money  would 
not  be  a  factor." 

Colbert  has  clung  to  the  high  life 
tenaciously  over  the  years.  Whether  as 
a  player,  a  businessman  or  a  television 
commentator,  Colbert  loves  to  live 
well.  He  achieved  another  goal  at  the 
end  of  the  1991  season  which  was  to 
win  the  Cadillac  Series,  a  competition 
where  players  are  awarded  points 
based  on  their  finish  in  televised 
events.  Colbert  won  three  different 
Cadillac  cars. 

"I  love  those  Cadillacs, "  Colbert  said. 

There  is  something  regal  about  a 
bulldog  in  a  Cadillac. 


A  perfect  swing  is  a  beautiful  thing. . . 


. . .  and  so  is  a  Franklin  tax-free  investment! 


The  perfect  swing  concentrates  power  on  a  single 
point.  No  energy  is  diverted  by  an  improper  stance 
or  wasted  motion. 

Franklin's  tax-free  funds  try  to  concentrate  your 
financial  power  in  much  the  same  way.  Our 
professional  management  works  hard  to  build 
your  portfolio  with  investment  quality  municipal 
securities.  Our  wide  selection  of  tax-free  funds 
conserves  your  financial  power  by  keeping  taxes 
on  investment  income  to  a  minimum.* 

Concentrate  your  financial  power  by  investing  in 
a  Franklin  tax-free  fund.  Call  your  investment 
representative  or  Franklin  today! 


tFor  investors  subject  to  the  federal  alternative  minimum 
tax,  a  small  portion  of  the  income  may  be  subject  to  such 
tax. 


Call  Franklin  toll  free: 

1-800-342-FUND  Ext.714 


Franklin  Distributors,  Inc. 
777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 


BWK92 
714 


YES!  Send  me  free  information  about  how  to  earn  tax-free 
mcome.  Please  send  me  a  free  prospectus  containing  more  com- 
plete information,  including  charges  and  expenses  on  the  Franklin 
fund(s)  I  have  indicated  below.  I  will  read  the  prospectus(es) 
carefully  before  I  invest  or  send  money. 

□  The  Franklin  fund  for  my  state: 


(Write  in  the  name  of  your  state. ^ 

□  Franklin  Federal  Tax-Free  Income  Fund 

□  Franklin  Insured  Tax-Free  Income  Fund 


Name  . 


Address . 


City/State/Zip  . 


F  R  A  n  K<  I I  I  N) 

Member  $57  Billion  Franklin  Group  of  Funds® 
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THE 

MOST  SENIOR 
SENIOR 


BY  JACK  BERRY 


our  years  ago  Tom  Barber  took  his 
—  son,  Tommy,  6,  to  Las  Vegas  to 
watch  Jerry  Barber  play  in  the  Las 
Vegas  Classic. 

"I  wanted  him  to  have  a  remem- 
brance of  his  grandfather  when  he  was 
involved  with  all  those  great  players. 
We  were  at  the  18th  green  and  an  older 
fan,  a  man  in  his  70s  or  80s,  asked  'Is 
that  Jerry  Barber  coming  upP' 

"I  said  it  was  and  Tommy  said  'That's 
my  Grandpa!'" 

"The  fan  told  Tommy  'Your  Grandpa 
keeps  me  going.  He's  a  wonderful 
inspiration.'" 

Jerry  Barber  is  like  that  rabbit  in 
the  battery  commercial  —  he  just 
keeps  going  and  going  and  going. 
At  75  and  celebrating  his  50th  year 
as  a  professional,  he  is  the  most  senior 
of  the  seniors  on  the  Senior  PGA 
TOUR  and  the  spry,  trim  little  man 
with  glasses,  and  the  baseball-type 
cap  is  an  inspiration  at  every  Senior 
TOUR  stop. 

"They  always  ask  me  'Gonna  shoot 
your  age  today,  Jerry?'  "  Barber  said.  "I 
always  tell  'em  Lm  gonna  try." 

More  often  than  not,  he  does.  Barber 
shot  his  age  or  better  5  1  times  in  96 


rounds  in  1991.  And  he  had  a  pair  of 
rounds  in  the  60s. 

But  he's  been  an  inspiration  for 
more  than  those  amazing  achievements. 
Jerry  Barber  is  only  5-feet,  5-inches 
tall  and  weighs  only  142  pounds.  He's 
been  David  against  Goliath  from  the 
moment  he  stepped  on  the  Regular 
TOUR  m  the  1950s. 


How  does  he  do  it?  Heredity,  vita- 
mins and  hard  work. 

"My  mother  was  103  when  she  died, 
and  my  dad  was  almost  87, "  Barber 
said.  "My  sister  is  88,  one  brother  is  82 
and  another  is  77.  There  are  nine  chil- 
dren, age  72  to  88,  and  we're  all 
healthy.  My  brother  Charlie  broke  his 
arm  a  Tew  years  ago,  and  when  he  went 
to  the  hospital,  they  asked  him  if  he'd 
been  hospitalized  before.  He  said  the 
only  times  he'd  been  in  a 
hospital  was  to  visit  peo- 
ple —  he  wasn't  even  born 
in  a  hospital. 

"I'm  heavy  on  vita- 
mins, all  the  B  complex, 
the  energy  vitamins,  B-1, 
B-2,  B-6  and  B-12,  100 
milligrams.  Just  to  test  Barber  Said.  "I 
myself  once,  I  went  4  to  5  always  tell  Vw 
days  without  them  and  it 
made  a  big  difference," 
Barber  said.  "I  eat  a  lot  of 
fruit  and  vegetables,  I  eat  a  lot  of  chicken 
but  not  much  meat." 

Not  surprisingly,  one  ot  Barber's 
good  friends  is  Jack  LaLanne,  the  exer- 
cise guru. 

"Jack  IS  77  and  he's  incredible,  ufreal. 


"They  a  I  nays 
ask  me  'Gonna 

shoot  your  age 
today,  Jerry?'" 


I'm  gonna  try." 


: ' : :  1 .  iin^-  I  vi  :  =  c '  :  t 


:ijr.cessa'>tl  'XtrCiT-i  ztr.  -u-oc  iC  Lis 
"tiiic  rmiES-vUiCii-  iCit  r_rji  z^jt  <±ir' -uj- 


da.75  i  'sesk  xcji  irses  I :  2!'.'  lesariGs.  A 
hiilr"ar>ur  LesssiCi  is  i :>'.'.  Pnoc  i  ^Jcr  pudc- 
ing-      i  Rcmbcincn  ic  i  dixcrjucr  -lixirr. 

"Lr  me  fijlrcr  'sinrs  ri'.  Learti,  E  -in 
c£ic£i«  BiTDer  iiiii.  "They  ":*:nJc  tc  i 

Lie  5>tn.sc  :;et"jpLe  icicii:  "^jo 
ij.rj*;  m  cfae         "eir  rrec  ire 

cne  bir  —  iiic  Ccci'.  F:elder 


WLcn  i. 
•r 


ny  "Gti:^c  r ~s 

Jerry  tsim  i.  rip.  '  iiid  Ph-il 
me  iecior  TOLTR. 


chirmg-  die  1991  Uniceif  Scices  Senior 
Ocen  iz  QfJcbnd  Kills  Giuncrj  OnES  m 
saburfain.  Decrocc  Sricinguez  s  dueeet 
wis  .t.  i  '-1  jr.  imi  he  saw  Barber  on  die 
purnng  green.  TEiej  r.rPn?rf  i  Lrme.  Qii 
Chi.  began  roLLing:  in.  everr- 
dung  he  looked  ir  intf  he  coofc 
Jjicic  >ru:kiaijs  CD  i  pb-yoiE. 

"I  dain'r  do  riuicfiv  hisr  i 
OQupie  (x'suggEsdons-  rsresfced 
his  memcrj  ibcsur  i  coupie  ot' 
diings  he'd  overijook-ed."  Barfeer 
said  modesdy- 

Tam  ^iraor.  aa'^e  Barber 
credrr  O  sears  ign  ^sehen 
WaoGG  became  die  bocresc 
player  in:  die  wood, 

"I  was  pumng  xc  San.  D^gD 
('xa  I9~6^-  and  Tom  ,8«ced  it 
he  CDuId  -wacdi  me  piirr.  I  iaai  it  would. 
be  betnsT  if  [  war^hed  h:m- 1  ggIt  say 
■Sitnediing  when  rm  isfcad."  Barber  said. 

Barber  biiilr  a  repurarroa  a  one  oc 
:r.e  game  i  grear  purrers,  anc  he  also 
designed  purrers  mrlufffrrg  a  model  air 
lym  whadi  he  saai  "joid  in  die  hundreds 
it  rru.jusands. 

'Noc  being  egomcicaL  b>jz  I  dodt 
m.nsc  r  realized  hcsw  good  a  purrer  I 
^eas-  "  Bamer  iaxd.-  "T  was  aurscandlag- 1 
ihouid  be  iconng  bemer  now.  biir  Tm 
noc  becajse  Fm  coc  pximng  die  way  I 
ifai'juid-      you  ger  older,  socnedixng 
-lacpecs;  co  me  nervous  jTscfr^- ' 

y^cx  die  drsaiiai  yips  rhac  h^z^e  senc  «> 
many  senioo  co  die  bng-handled  parcr? 

'Oti  no-  aoc  rhe  ycps.  "  Barber  sakL 
-.And  when  I  'jse  a  long  purrer.  FII 
-j>ar  of  rhe  aame-  Fm  agamsr  m  I  don'  t 
rhmk  you  ihoi^id  ae  aour     use  a  (inh 

Barker  did  de^rgn  dum  co  curt  diar 
idler  disease  rhar  coo  ocren  aiHicrs 
gO'L^rs.  die  iham<Q-  Jerry  Barber 
>Gankprcof  fens  come  ror  lefdianders 

:onrro[Ir"g  mrcresc  m  rhe  company.  He 
=aid  idTrerming  coses  n^c  goc  wo  high. 

Pr.e  work  ediar  is  very  icmng  widi 
Barber,  who  always  soughr  que  .Amotd 
?almer.  Licw  Ftnsjsrwald  and  E>sc^  Ford 
rir  ptacncc  munc  g:tr"i^  m  his  early 
TOOL  Tears. 


No  automobile 
has  ever  won 
every  leading 


automotive 


Until  now. 


ii    The  Cadillac  Seville  STS  is  a  "...precision-handling 
/- V"  performance-oriented  American  luxury/sports 
y  \  sedan  without  peer  in  the  United  States" 
X        \  Motor  Trend 

V  /       The  Cadillac  Seville  STS  continues  its 

winning  ways  with  its  capture  of  the  coveted 
Motor  Trend  Car  of  the  Year,  making  this  new 
Seville  the  first-ever  automobile  to  win  every  major  automo- 
tive magazine  award  in  the  same  year. 

One  spirited  drive  will  convince  you  that 
the  Seville  STS  "...is  capable  of  competing 
successfully  against  the  world's  best:'  vkS// 
Please  call  1-800-333-4CAD  for  ^^^-X 
product  literature  and  the  location  of  your  CADILLAC^ 
nearest  Cadillac  dealer.  STYLE 


STYLE 


it  could  change  the  way  you  think  about  American  automobiles.^ 


"Some  guys  would  say 
I  was  a  fool,  that  I 
couldn't  beat  those  guys 
and  I  was  just  donating 
money, "  Barber  said. 
'But  I  felt  if  you  were 


gomg  to  go  to  school  you  had  to  pay 
for  your  education.  I  telt  you  couldn't 
learn  from  people  you  always  beat. 

"I  never  could  drive  the  ball  farther 
than  I  could  throw  it  so  I  worked  on  my 
pitching,  chipping,  bunker  play  and 
putting,"  Barber  said,  and  then  he 
laughed.  "I  didn't  realize  this  wasn't  my 
bag  until  I  had  too  much  invested  in  it 
to  do  something  else. 

"There's  more  to  playing  the  game 
than  hitting  the  ball.  You  have  to  play 
with  your  head.  After  you  learn  how  to 
hit  it.  then  you  have  to  learn  the  game," 
Barber  said. 

"W^hen  I  was  1~  I  caddied  tor  Dad  in 
the  1959  Southern  California  Match 


Play  Championship,"  Tom  said.  "'When 
you  caddied  for  him  you  had  to  move. 
You  had  to  beat  him  to  the  ball  and  have 
the  bag  on  the  ground.  We'd  get  to  the 
course  early,  and  he'd  eat  his  figs  and 
prunes  and  juice  and  then  he'd  practice. 

"They  played  two  rounds  a  day,  and 
he  walked  ever\-  step.  After  the  after- 
noon match  he'd  practice  again  —  he'd 
say  he  wanted  to  wait  until  the  freeway 
cleared.  I  never  made  it  to  the  treeway 
awake,  and  the  freeway  was  only  a  couple 
of  miles  from  the  course.  He  won  the 
tournament,  and  he  was  43  then. 

"I  have  to  be  one  of  the  luckiest  guys 
in  the  world,"  Tom  said.  "In  the  years  I 
was  9  to  15  1  traveled  with  him  and 
saw  Dick  Mayer,  Gene  Littler  and  Billy 
Casper,  all  the  great  players.  And  I  saw 
Arnold  Palmer  come  up. 

"In  1953  we  were  at  George  May's 
World  Championship  and  All-American 
Cup.  Dad  and  Babe  Zaharias  were  the 


pros,  and  Arnold  Palmer  and  Mickey 
Wright  were  the  amateurs.  We  had 
dinner  with  George  Zaharias  and  Babe. 
I  told  Dad  he  was  in  pretty  elite  compa- 
ny, and  he  cleared  his  throat  and  gave 
me  his  All-Star  grin  and  said  "It  seems 
to  me  they're  in  pretty  elite  company." 

"I  asked  him  once  if  he  had  it  to  do 
over,  what  would  he  have  done  and  he 
said,  'I  probably  would  have  worked 
harder.'  I  couldn't  believe  it.  'We  were 
the  first  ones  there  ever\-  day  and  the  last 
to  leave, "  Tom  said. 

Few  have  worked  harder  than  Barber 
who  won  seven  times  on  the  Regular 
TOUR,  including  the  1961  PGA 
Championship,  where  he  caught  Don 
January  with  an  incredible  birdie-par- 
birdie  finish  on  putts  of  20,  40  and  60 
feet  and  then  beat  Januan,^  the  next  day 
in  the  playoff.  Barber  was  45  years  old 
then  and  said  "I  think  I'm  in  the  best 
condition  of  my  life.  I  see  no  reason  at 
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all  that  I  shouldn't  continue  playing 
good  tournament  golf  for  several  years. " 

Remember  that  was  1961,  when 
Barber  was  45  and  Jack  Nicklaus  was  still 
an  amateur.  In  1991  Barber  and  _ 
his  grandson  Jeff,  21,  left  Los 
Angeles  in  April  and  didn't 
return  until  October.  Barber 
played  every  tournament  and 
often;  when  he  got  done  early, 
he  and  Jeff  would  go  to  anoth- 
er course  for  a  round  so  Jeff 
could  play. 

"Lee  Trevino  says  no  one  in 
the  world  loves  golf  more  than 
he  does,"  I'om  Barber  said. 
"Lee's  wrong  —  no  one  loves  it 
more  than  Dad." 

Because  of  the  Senior  TOUR 
regulations.  Barber  may  be  able 
to  play  only  305?  to  40'%  of  the  tourna 
ments  in  1992.  Barber's  eligibility  is 
based  on  the  all-time  money  list,  and 


"Lee  Trevino 
says  no  one  in 
the  world  loves 
golf  more  than 
he  does, "  Tom 
Barber  said. 
"Lee's  urong  — 
no  one  loves 

it  more 
than  Dad. " 


players  who  are  ]ust  turning  50,  sucii  as 
Dave  Stockton  and  Kermit  Zarley,  who 
hit  50  late  in  the  1991  sea,son,  and  Isao 
Aoki,  Tom  Weiskopf  and  Raymond 

Floyd,  who  become  seniors  in 
the  second  half  of  this  year,  are 
well  up  the  list.  They  benefited 
from  the  huge  purses  that  are 
now  the  norm  in  golf. 

"■When  I  won,  1  got 
$2,000,"  Barber  said.  "Now 
guys  win  $325,000  for  win- 
ning one  tournament.  " 

Barber  s  Regular  TOUR 
career  earnings  were  $  1 77,848. 
He's  won  $421,932  in  1 1  sea- 
sons as  a  senior. 

'"We  used  to  drive  1,000 
miles  to  play  for  a  S  1 0,000 
purse.  'When  they  got  to 
SI  5,000  to  S20,()00,  we  thought  we 
were  in  hog  heaven.  No  one  could  visu- 
alize what  has  happened  to  golf. 


"It  certainly  has  got 
a  lot  more  people  inter- 
ested in  trying  to  get 
out  here.  I  met  a  dentist 
who  said  he'd  sold  his 
practice  and  was  going 
to  try  the  Senior  TOUR.  I  said  'You 
gotta  be  dreamin'!'  'With  the  guys  we 
got  out  here,  the  Hill  brothers, 
Geiberger,  Casper,  C;hi  Chi,  Lee. 
These  are  great  players!  I  never  saw 
the  dentist  again.  I  hope  he  was  able 
to  buy  back  his  practice. 

"My  lifestyle  hasn't  changed,  and  it's 
nice  to  go  to  a  lot  of  cities  that  didn't 
have  tournaments  when  I  played  the 
TOUR,  like  Lexington  (Ky.),  Seattle, 
Sacramento.Tampa,  Winston-Salem, 
Newport  (R.I.),  Park  City  (Utah),  and 
Maui  (Hawaii). 

"It's  a  dirty  ]ob,  but  somebody's 
gotta  d(j  it,"  Barber  said,  twinkling. 

No  rest  for  the  septuagenarians. 
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Play  beautiful  championship  courses  designed  by  Pete  D\'e  and  Jack  Nicklaus. 
Then  play  tennis  with  the  kids,  swim,  relax.  Or  make  dinner  reservations  for 
just  the  two  of  you.  Westin  Resorts  were  made  lor  the  kind  ot  picture-perfect 


family  vacation  you'll  always  remember.  For  reservations  at  a  Westin,  Caesar 
Park  or  Camino  Real,  call  your  travel  consultant  or  800-228-3000. 

Westin. 


I  In-Rfxjm 

Distance 
I  Service 


HOTiLsR.  Resorts 
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BY  BRUCE  CRAMPTON 
WITH  PHIL  STAMBAUGH 


ruce  Crampton,  a  winner  of 
14  PGA  TOUR  titles  and 
18  Senior  PGA  TOUR 
championships,  has  been  an 
avid  believer  in  physical  fitness 
for  many  years.  While  out 
on  the  road  during  the 
Senior  TOUR  season, 
Crampton  vigorously  works 
out  daily  in  the  Centinela 
Hospital  Fitness  Van  and  uses 
series  of  stretching  exercises  thi 
are  designed  to  help  him  main- 
tain his  flexibility  and  provide 
longevity.  Here  are  six  simple 
stretches  that  Bruce  uses  in  his 
daily  routine.  These  exercises 
take  only  a  few  minutes  and  arc 
great  to  do  in  the  winter  months 
or  prior  to  your  next  round.  Give 
'  -m  a  try.  You  might  be  amazed 
'  1.'  results. 
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Posterier  Shoulder  Stretch 

Bruce  uses  this  stretch  to  increase  flexibility  in 
the  back  portion  of  the  shoulder.  Stand  erect 
and  first  extend  your  left  arm  across  your 
body  and  grasp  the  back  of  your  elbow  with 
the  right  hand.  Pull  the  arm  across  your  body 
and  under  your  chin,  as  far  back  as  you  can 
without  rotating  your  torso  or  turning  your 
head.  Hold  for  several  counts  and  then  switch 
to  the  right  arm. 


Sitting  Trunic  Rotational  Stretch 

ince  the  lower  body  area  is  used  extensively  in  the  golf  swing, 
it  is  important  for  Bruce  to  maintain  strong  and  flexible  mus- 
cles through  the  hips,  thighs,  lower  back  and  abdomen.  Sit 
on  the  floor  and  cross  your  left  leg  over  your  straight  right 
leg  so  your  foot  is  outside  of  the  right  knee.  For  support, 
place  your  left  hand  on  the  floor  behind  you.  Rotate  your 
upper  body  to  the  left  and  place  your  right  hand  against  the 
outside  of  your  left  "high.  Pull  the  thigh  towards  your  mid- 
section while  mainta  ning  your  rotated  trunk  position  and 
hold  for  several  seconds.  Switch  legs  and  rotate  the 
trunk  in  the  opposit  ■  direction. 


Chest  Muscle  Stretch 

Bruce  uses  this  stretch  to  help  him  retain  the  maxi- 
mum range  of  motion  in  the  upper  body  and  to 
make  sure  that  the  chest  muscles  remain  loose  while  in 
the  address  position  over  the  golf  ball.  Using  any  corner 
of  a  room,  place  the  forearms  against  the  adjoining  sur- 
faces and  lean  into  the  corner  as  far  as  you  can.  Look 
straight  ahead  and  let  your  body  sink  into  the  corner. 
Push  back  to  a  start;  ig  position  and  start  again. 


Cleveland  Wedges  are  number 
one  on  the  PGA  Tom*. 


\% 

March  28-^1' 
I^LL  \NEOGES 

P»NG  46 
\N\tSON  ^ 
HOGAN  25 

TAVLOB 


DARRELLSURVEYCOMPANV 

castle  Rock,  Colorado 
August  15-18,1^°° 

SAND  WEDGES 
CLEVEUND  6? 
PING 

WILSON 

HOGAN 
MCUNO 
TAYLOR 
COBRA 


35% 


42 
22 
18 
11 
9 
7 


31.0% 
21.0% 
11.0% 
9.0% 
5.5% 
4.5% 
3,5% 


au 

CtEVEUAHO 

\NAUSON 
HOGAN 

^>B»flOUB 
TAVV-OB 


62 

54 
36 
28 
17 
A4 


21.4°/° 
18.6°/° 

5.8P/<' 
4.8P/0 
3.8f/» 


In  27  out  of  44  tournaments  on  the 
PGA  Tour  in  1991,  Cleveland  was  the 
most  played  wedge  according  to  the 
Darrell  Survey. 

You  don't  have  to  be  a  tour  player  to 
get  the  most  out  of  a  Cleveland  wedge. 
Cleveland's  sole  and  flange  designs,  along 
with  incredible  feel,  will  make  anyone  a  better 
wedge  player,  no  matter  what  their  handicap. 

Whether  it's  wedges  or  irons,  any  pro  will  tell 
you  to  use  the  club  that  best  fits  your  game.  And 
Cleveland  is  the  first  company  to  let  you  build  your 
game  One  Club  at  a  Time. 

The  fact  that  the  Cleveland  wedge  system 
won  19  times  on  the  PGA  Tour  in  1991  makes  it  a 
good  place  to  start. 

The  Darrell  Survey  inlormation  is  a  slatemenl  o(  laci  and  is  nol  an  endorsement 


Cleveland 
Clauicd 

One  Club  at  a  Time 


Hamstring  Stretch 

This  exercise  stretches  the  lower  back  and  hamstrings  as  well  as  the  muscle  group 
located  between  the  buttocks  and  the  back  of  the  knees  as  well  as  the  calves.  Bruce 
believes  that  doing  this  will  help  him  avoid  lower  back  pain  and  contribute  to  a 
more  elticient  golf  swmg.  First,  sit  on  the  floor  with  legs  extended  and  spread. 
Gradually  lean  forward  from  the  waist  toward  the  right  knee  and  slide  the  right 
hand  toward  the  ankle.  Exhale  slowly 
when  you  lean  into  the  stretch  and 
try  to  maintain  a  fairly  strai 
knee.  Stretch  only  until  you 
some  resistance,  hold  for  a  1 
count,  and  then  repeat. 
Repeat  the  same  stretch 
with  the  left  leg.  Finally, 
move  to  the  middle  and 
reach  between  the  legs, 
leaning  straight  forward  as 
far  as  possible. 


Cat  and  Dog  Stretch 

This  exercise  is  specifically  designed  to  increase  flexibility  in  the  spine.  Good  spinal 
mobility  allows  the  shoulders  to  rotate  freely,  which  is  one  of  the  keys  to  a  sound, 

repeating  golf  swing.  Get  on  hands  and  knees.  Arch  your 
back  toward  the  ceiling  and  lower  your  head  toward  the 
floor.  Hold  tor  three  to  five  seconds.  Slowly  reverse  the 
arch  in  your  back  toward  the  floor,  and  gently  raise  head 
toward  the  ceiling.  Hold  for  three  to  five  seconds.  Repeat 
steps  one  and  two  for  a  total  of  10  repetitions. 


Hip  Flexor  Stretch 

Hip  rotation  is  where  you  get  power  in  the  golf  swing.  This  stretch  allows  Bruce  to 
turn  his  hips  faster  and,  therefore,  generate  a  larger  amount  of  clubhead  speed  to 
propel  the  ball  a  long  way.  Get  down  on  one  knee  with  the 
other  leg  in  front  of  you  as  illustrated.  Keeping  your  back 
straight,  bring  your  hips  forward  so  the  knee  is  on  the  floor 
behind  you.  You  may  use  a  wall  for  balance.  Hold  for  three 
to  five  seconds.  Switch  positions  with  knee  and  leg,  and  ^' 
repeat  above  step.  Perform  10  repetitions  on  each  side.  ' 


Room  for  the  future,  btn 


Sure,  the  hitel486"SX  dehvers 
workstation  power  at  a  386  price 
today.  But  let's  say  you  need  more 
power  down  the  road.  No  problem.  Room  will  be 
waiting.  Thanks  to  new  built-in  CPU  upgradability. 


Intel  has  developed  an  upgrade  processor, 
due  in  1 992,  that  will  plug  into  many  486  SX 
systems.  With  this  simple  addition,  you'll 
double  CPU  performance.  The  net  effect:  an 
overall  system  performance  boost  of  up  to  70 


lnlel486,  i486. 486  the  SX  logo  and  ihe  Inlel  Inside  logo  are  trademarks  of  Intel  Corporation.  ©1992  Intel  Corporation. 


udng  built-in  upgradability. 

)ercent-across  all  applications.  Plus,  you'll  get 
m-chip  math  capabilities. 

So  consult  your  dealer  to  see  which  486  SX 
ystems  are  upgradable.  Or  call  1-800-722-7772 
or  a  free,  informative  video. 


And  check  into  the  computer  with  room  for  the 
future  today. 


Intel. 

The  Computer  Inside." 


New  technology  can  seem  a  little  intimidating. 


Investments  in  information 
technology  have  reached  40% 
of  U.S.  capital  spending.  Yet 
national  productivity  has  not 
improved  since  1973. 

So  anxiety  over  new  spend- 
ing is  justifiable,  even  healthy 
The  evidence  is  that  hardware 

©  1991  Andersen  Consulting.  All  rights  reserved. 


alone  doesn't  pay  off.  Which  is 
why  Andersen  Consulting  offers 
something  even  more  powerful. 

A  way  for  your  organization  to 
seamlessly  link  technology  to 
your  strategies,  operations  and 
human  resources. 

This  is  a  balanced,  realistic 


approach  that  puts  fear  where  it 
belongs.  In  your  competition. 

Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 

Where  we  go  from  here." 
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aymond  Floyd  was  a  brashi,  bold  20- 
year-old  with  a  ton  oi  talent  when  he 
joined  the  PGA  TOUR  in  1963. 

When  he  edged  Dave  Mart  by  a 
shot  to  win  the  St.  Petersburg  Open 
later  that  year,  he  wasn't  even  old  enough 
to  vote.  Most  of  his  contemporaries  were 
contemplating  the  age-old  question  — 
"What  am  I  going  to  do  with  the  rest  of 
my  life?"  —  as  Floyd  went  on  to  record 
two  other  top  10  finishes  and  was  named 
Go/f  Digest  rookie  of  the  year. 

The  Army  brat  with  the  broad  shoulders 
and  the  booming  drives  would  quickly  earn 
the  respect  of  his  peers  on  the  PGA  TOUR. 
Men  like  Arnold  Palmer,  Chi  Chi  Rodriguez, 
Bob  Charles,  Bruce  Crampton,  Gene  Littler, 
Don  January  and  Al  Geiberger  soon  began 
to  regard  him  as  their  equal. 

In  the  intervening  years, 
Floyd  has  won  21  tourna- 
ments and  more  than  $4  mil- 
lion. He  has  remained 
competitive  well  into  his  fifth 
decade,  winning  more  than 
$284,000  and  posting  five 
top  1 0  finishes  last  year  at  age 
49-  Floyd's  tenacity  and  tal- 
ent are  so  respected,  he  was 
one  of  the  two  players  Dave 
Stockton  selected  to  complete 
the  1991  Ryder  Cup  team  — 
one  that  emerged  victorious 
last  September. 

But  Floyd's  lite  will  have 
come  full  circle  with  his  50th 
birthday  on  September  4.  He 
becomes  eligible  to  play  the 
Senior  PGA  TOUR  at  that  time,  following 
Isao  Aoki  by  four  days  and  preceding  Tom 
Weiskopf  by  nearly  two  months. 


"I'm  just 
looking  forward 
to  getting  out 
there  ivith  my 
old  buddies.  I 
started  out  so 
young  that  all 
these  guys  left 
me.  It  will  he 
great  to  he  out 
there  with  those 
guys  again. " 


Look  At  All  You  Get  When  65  PI1.D.S 
Rearrange  Your  Office. 
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Comfort  Safety;  Security. 

Lumina  Euro  Sedan.  Its  engineering  is  proof  of  Cfievrolet 
leadersliip.  Fully  independent  suspension,  combined  with  the 

responsive  3. 1 L  V6,  and  a  notably  smooth 
and  quiet  ride,  create  a  6-passenger*  sedan 
that  is  well  above  expectations  in  a  fleet 
vehicle.  As  you  might  expect,  Lumina  offers 
more  interior  room  than  Ford  Taurus. 

Lumina  Euro  Sedan  also  features  the 
safety  of  standard  4-wheel  anti-lock  disc 
brakes  (ABS).  ABS  reduces  wheel  lockup 
during  severe  braking  and  is  designed  to 
help  maintain  steering  control  even  in  a 
panic  stop  in  rain  or  snow. 

In  fact,  no  manufacturer  offers  you  more 
models  with  standard  4-wheel  anti-lock 
brakes  (ABS)  than  Chevrolet. 

Chevrolets  are  backed  by  the  biggest  fleet 
sales  and  service  organization  in  the 
business.  Call  Chevrolet  Fleet  Sales  for 
details  at  1-800-248-2897. 


The  Hecolbecrt  Of  America  Is  Wmninq; 

TODAY'S  FLEET  COMPANY  IS  CHEVROLET.  ^ 
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Once  again,  Floyd  will 
be  the  rookie.  But  —  it's 
a  role  he  relishes  —  and 
not  just  because  those 
"rookies"  have  tradition- 
ally had  considerable 
financial  success  on  the  Senior  TOUR. 

"I'm  just  looking  forward  to  getting 
out  there  with  my  old  buddies, "  Floyd 
explained.  "I  started  out  so  young  that 
all  these  guys  left  me.  It  will  be  great  to 
be  out  there  with  those  guys  again. 

"  It's  coming  up  on  30  years  tor  me 
now.  That's  a  lot  of  competition  and  a 
lot  ot  playing.  It  will  be  neat  to  get 
back  to  the  way  I  came  into  the  game.  " 

With  Palmer,  Rodriguez,  Littler, 
January  —  et  al.,  Floyd  shares  that 
sense  of  history.  Those  men  played  the 
TOUR  in  its  formative  years,  at  least  as 
tar  as  the  modern  era  is  concerned.  They 
promoted  themselves  and  the  tourna- 
ments, along  the  way  laying  the  foun- 
dation for  the  enormous  success  the 
PGA  TOUR  has  become. 

The  late  195()s  and  '6()s  were  a  time 
of  record  growth  tor  golf,  a  game  for  all 
ages  popularized  by  a  popular  president 
named  Dwight  Eisenhower.  But  most 
importantly,  it  was  a  time  when  televi- 
sion put  the  public  in  touch  with  an 
affable  character  named  Arnold  Palmer. 

"  The  purses  on  our  Regular  TOUR 
have  tripled  in  the  last  10  years,"  Floyd 
said.  ""And  the  Senior  TOUR  has  grown 
by  leaps  and  bounds.  But  it  was  the 
guys  who  went  before  who  have  made 
that  possible. 

"  Think  of  Arnold  Palmer  and  what 
he  did  lor  this  game.  He  was  the  great- 
est ambassador  this  game  has  ever  seen. 
I  think  about  him,  and  I  figure  that 
HV/f  of  all  the  money  I  have  ever  earned 
should  go  to  him. 

"But  kids  today  hear  Arnold 
Palmer's  name,  and  they  think,  'Here's 
a  guy  who  used  to  play  pretty  well.'" 

Floyd  knows  better.  And  he  also  knows 
what  it  was  like  in  those  early  days. 

'"When  we  started  out, "  Floyd 
explained,  "people  didn't  meet  you  at 
the  airport,  and  we  didn't  have  the 
courtesy  transportation.  We  used  to  get 


Raymond  Floyd  has  remained  competitive  well  into  his  tilth  decade,  winning 
21  tournaments  and  more  than  $4  million. 


an  automobile  on  occasion  —  and  we 
wrote  thank-you  letters  afterward.  Now 
the  guys  probably  wouldn't  play  if  they 
didn't  have  a  car.  They  basically  have 
carte  blanche. 

""I  am  not  taking  anything  away  from 
all  the  young  guys.  But  when  we 
came  out,  it  was  a  much  differ- 
ent atmosphere  and  much  more 
difficult.  I  think  we  had  to  give 
a  lot  more,  and  I  see  that  hap- 
pening on  the  Senior  TOUR. 

The  once  flamboyant  Floyd 
has  mellowed  and  married  —  he 
and  Maria  are  now  raising  three 
children.  He  is  looking  forward 
to  having  more  time  to  follow 
his  sons'  football  and  baseball 
careers,  as  well  as  their  consid- 
erable accomplishments  on  the 
golf  course.  His  daughter 
Christina,  the  youngest,  turns 
1 3  in  September. 

But  Floyd  does  plan  on  playing  a  full 
schedule  of  Senior  TOUR  events.  That 
means  a  minimum  of  20  and  a  maxi- 
mum of  about  24  —  basically  the  pace 
he  has  maintained  on  the  PGA  TOUR. 
He  also  will  play  the  four  major  champi- 
onships, which  will  give  Floyd  an  oppor- 
tunity to  renew  acquaintances  with  the 
flat-bellied  juniors  he  so  recently  left. 


"I  don't  think 
it  will  be 
quite  like 
my  first 
tournament 
as  a  rookie, " 
Floyd  said. 
"But  I  know 
III  he  edgy 
and  excited." 


"But  I've  done  my  thing  on  the 
Regular  TOUR,"  Floyd  said.  "If  I'm 
still  playing  very  well  and  continue  to 
be  competitive,  I  might  play  more  (on 
the  PGA  TOUR).  But  I  basically  want 
to  be  with  my  own  buddies. 

"It's  almost  like  retire- 
ment. I've  done  30  years  — 
and  30  years  is  a  long  time. 
The  rigors  and  hardships  on 
the  Senior  TOUR  are  not  the 
same.  There  are  a  lot  of  three- 
day  events,  and  you  have  more 
time  to  relax." 

Floyd  turns  50  on  Friday, 
September  4,  which  is  the  open- 
ing round  of  the  First  of 
America  Classic.  Because  he'd 
like  to  quality  for  the  $1.5  mil- 
lion 'Vantage  Championship  — 
which  will  be  contested  October 
2-\  —  Floyd  plans  to  play 
three  or  four  straight  events  as 
soon  as  the  birthday  celebration  is  over. 

"I  don't  think  it  will  be  quite  like  my 
first  tournament  as  a  rookie,"  Floyd  said. 
""But  I  know  I'll  be  edgy  and  excited." 

Floyd  may  be  more  excited  at  the 
end  of  his  rookie  debut. 

Players  like  Floyd  who  have  contin- 
ued to  play  through  their  40s  have  a  his- 
tory of  dominating  the  Senior  TOUR. 
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Take  Lee  Trevino,  for  example  —  who 
made  more  than  $1  million  in  his  first 
full  se;ison.  Or  George  Archer,  one  of 
tour  players  to  win  the  first  Senior 
TOUR  event  they  entered. 

"You  never  know  how  things  will 
turn  out, "  Floyd  said.  "But  hopefully  — 
if  I  can  stay  healthy  and  stay  competi- 
tive —  I  would  come  out  with  high 
expectations.  I  am  very  excited  about 
playing  the  Senior  TOUR." 

Regardless  of  how  financially  suc- 
cessful his  first  season  is,  though,  Floyd 
will  be  happy  just  to  be  competing 
with  his  old  friends  again.  There  will 
presumably  be  some  serious  story-swap- 
ping when  they  get  to  the  privacy  of 
the  locker  room. 

"And  boy-oh-boy,  I  need  to  catch 
up,"  Floyd  said  with  a  smile. 

Weiskopf,  too,  needs  to  do  some 
catching  up  —  primarily  on  the  golf 
course.  He  has  not  competed  regularly 
since  1984,  preferring  to  concentrate  on 
golf  course  design  and  television  com- 
mentary. In  fact,  he  has  played  in  just 
12  tournaments  since  that  time  and  tees 
it  up  only  occasionally  with  friends. 

"I  had  a  very  subdued  commitment 
to  playing, '  Weiskopf  admitted.  "I  lost 
my  motivation  to  compete,  and  I  didn't 
want  to  stay  out  there  and  get  used  to 
mediocrity. 

"Subsequently  in  looking  back,  I've 
been  very  fortunate  because  I  have 
enjoyed  both  (the  TV  work  and  golf 
course  architecture).  They  were  very 
different  and  they  changed  my  life  and 
my  attitude. 

'But  lately  I  have  experienced  a 
rekindling  of  the  desire,  and  that  is 
because  of  the  Senior  TOUR." 

To  prepare,  Weiskopf  plans  to  play 
between  12  and  16  events  this  year  on 
the  PGA  TOUR.  Since  he  still  ranks 
among  the  top  50  career  money  win- 
ners with  more  than  $2.2  million,  he 
is  eligible  to  play  in  any  TOUR  event 
he  wants  —  "that's  my  luxury," 
Weiskopf  said. 

Regaining  the  competitive  edge  that 
made  him  a  15-time  winner  on  the 
PGA  TOUR  will  be  a  slow  process  for  a 


man  who  has  been  in  the  hunt  only  for 
wild  game  of  late.  But  Weiskopf  is 
confident  he  can  become  a  force  again. 

"If  I  could  put  it  on  the  scale  of  one 
to  ten  and  I  was  looking  at  the  197()s 
—  which  was  my  best  time  on  TOUR, 
I'd  say  my  game  ranged  from  7.5  to  9, 
Weiskopf  said.  "Probably  50%  of  the 
time  you  are  very  satisfied  and  putting 
yourself  in  a  position  to  win. 

"Knowing  those  parameters,  today 
I'd  say  I  was  right  at  4.5  to  a  6.  I 
haven't  played  that  much,  and  I  know 
it's  going  to  take  a  lot  of  hard  work.  I'll 
have  to  be  patient.  I'll  never  reach  the  9 
level,  but  I  think  8  is  realistic. 

'On  the  Senior  TOUR,  the  scale 
might  be  drastically  changed.  II I 
approach  the  Senior  TOUR  right,  there's 
no  reason  I  can't  have  a  better  career. 
My  level  might  go  from  an  8.5  to  a  9- 

By  the  time  he  turns  50  on  November 
9  then,  Weiskopf  will  have  played 
enough  to  realistically  assess  his 


Tom  Weiskopf  plans  to  warm  up  by  playing  on  the  Regular  TOUR  prior  to  joining 
the  Senior  circuit. 


progress.  But  since  there 
are  only  two  Senior 
TOUR  events  remaining, 
Weiskopf"  will  essentially 
be  pointing  toward  199.'>. 

"And  besides,  I  enjoy 
my  falls,"  Weiskopf  added.  "1  still  love 
to  hunt  and  fish. " 

Because  he  also  wants  to  stay  involved 
in  the  design  business,  Weiskopf  doesn't 
expect  to  play  more  than  1 2  to  15  Senior 
TOUR  events.  His  goal  for  that  first  year 
IS  simple  —  to  play  and  see  it  he  still 
enjoys  being  in  the  hunt. 

"I  am  fortunate  to  have  financial 
stability  so  the  money  is  not  an  issue, " 
Weiskopf  explained.  "Some  people  in 
the  past  (have  looked  at  the  Senior 
TOUR)  and  licked  their  chops.  But  I 
do  not  fit  into  that  mold. 

"It  IS  —  and  always  has  been  —  the 
competition  for  me.  It  you  think  of  it 
only  as  money,  then  you  are  not  a  win- 
ner in  mv  minfl  " 
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Shift  Your  Weight  For 
Lower  Scores 

BY  LARRY  LAORETTl 
WITH  PHIL  STAMBAUGH 


uccess  or  failure  in  the  business 
world  can  sometimes  be  the  dif- 
lerence  in  a  person's  ability  to 
act  quickly  and  think  last  in 
making  the  correct  decision. 
Many  of  my  amateur  playing  partners 
are  highly  successful  in  the  corporate 
world  and  carry  these  traits  with  them 
on  the  golf  course. 

I  find  that  this  type  oi  mental  condi- 
tioning can  have  an  adverse  effect  on  a 
person's  golf  game.  Those  that  move  at 
a  hectic  pace  are  always  in  a  hurry  to 
shoot  a  low 
score  when 
they  reach  the  first  tee.  They 
all  seem  to  subscribe  to  the  same  theo- 
ry, swing  hard  and  swing  fast!  If  they 
would  lollow  a  few  simple  concepts  that 
have  helped  me  over  the  years,  I  think 
they  could  improve  themselves  in  a 
short  period  of  time. 

Almost  invariably  when  a  player 
attempts  to  hit  the  ball  with  a  great 
deal  of  force,  he  ends  up  with  poor  bal- 
ance. His  weight  will  not  shift  properly 
when  he  takes  the  club  back.  He  tends 
to  stay  on  his  leh  side  in  the  backswing 
and  move  to  the  right  m  the  down- 
swing. In  thinking  he  has  made  the  cor- 
rect move,  he  has  just  done  the  opposite. 

Like  any  other  sport,  the  golf  swing  is 
an  athletic  move.  If  you  relate  it  to  a 
pitcher's  motion  in  baseball,  it  becomes 
easier  to  understand.  For  maximum  effi- 
ciency, a  pitcher's  weight  will  first 
move  back  on  his  right  side  in  the 
windup  and  then  shift  gradually  to 
\      the  left  as  he  unwinds  his  body 
\      and  moves  toward  the  plate. 

The  golf  swing  is  no  dif- 
(5)  \    ,  o  ,  ferent.  It  is 

essential  that 
your  weight 


shift  first  to  the 
right  side  and 
then  be  allowed  to 
move  through  the 
golf  ball  in  the 
downswing. 

I  usually  think 
of  a  few  simple 
keys  to  make  sure 
that  I  shift  my        "-arry  Laoretti 

weight  properly.  First,  I  try  to  take  the 
club  back  away  from  the  ball  in  one 
piece.  In  their  haste  to  hit  the  ball, 
most  high  handicappers  will  jerk  the 
club  away  with  the  hands.  The  club- 
head,  hands  and  arms  should  all  move 
together  in  slow  motion  from  the 
shoulders  in  conjunction  with  the  lower 
body.  I  also  will  move  my  left  shoulder 
past  the  ball  in  the  backswing.  If  my 
eyes  can  see  that  the  left  shoulder  blade 
has  moved  behind  the  ball  at  the  top  of 
the  swing,  then  I  am  assured  in  know- 
ing I  have  made  a  full  turn  with  my 
body  and  my  weight  has  shifted.  My 
final  check  will  take  place  after  I  con- 
tact the  ball.  If  I  have  made  a  proper 
swing,  I  should  be  able  to  almost  pose 
for  pictures  with  my  follow  through.  In 
order  to  achieve  proper  balance,  try  to 
remain  still  for  several  seconds  after 
striking  the  ball. 

Keep  these  simple  thoughts  in  mind 
and  you  should  be  able  to  soon  see  some 
positive  results  with  your  golf  game. 
Just  remember,  no  one  ever  hit  a  golf 
ball  with  their  backswing.  Why  take 
the  club  back  quick.-*  Don't  be  in  a 
hurry,  what's  the  rush? 

Lcnty  Laorett!  sm'ed  as  a  club  prof eis  tonal  for  over 
20  years  on  Lotig  Island.  NY.  prior  to  joining  the 
Senior  TOUR  in  1 989.  Last  year,  he  enjoyed  his 
best  season  ei'er  and  earned  more  then  $350,000  in 
official  money. 


he  Guardian  Life  Insurance  Company  of  America 


The  Guardian  receives  the 
highest  marks  for  financial 
fitness.  Again. 

In  a  recent  article,  Financial  World  magazine 
took  a  tough  look  at  the  insurance  industry. 
They  ranked  the  42  U.S.-based  life  and  health 
insurance  companies  with  assets  of  $5  billion 
or  more  and  focused  on  claims-paying 
ability  as  well  as  the  customary  statutory 
financial  ratios. 

The  Guardian  received  top  honors  ahead  of  a 
lot  of  very  famous  names. 

Yesterday. 

The  Guardian  has  built  its  reputation  of 
strength  and  stability  one  day  at  a  time  since 
1860.  That's  over  a  century  of  delivering 
quality  products  and  service  to  individuals, 
groups  and  corporate  policyholders.  And 
over  a  century  of  making  sure  our  fiscal 
house  is  in  order. 

Today. 

Yesterday's  attention  to  quality  is  continuing 
to  pay  off  for  The  Guardian  today. 

The  Guardian's  1992  Individual  Life  Dividend 
Scale  continues  to  be  one  of  the  highest  in 
the  industry.  And  our  199^  dividend  payment 
is  the  123rd  consecutive  in  The  Guardian's 
history.  That  translates  to  real  benefits  for 
Guardian  policyholders. 

Today,  The  Guardian  is  one  of  only  a  handful 
of  insurance  companies  that  have  earned  the 
highest  ratings  possible  from  each  of  the 
three  major  independent  financial  rating 
services.  AAA  from  Standard  &  Poor's.  Aaa 
from  Moody's.  A-f-  from  A.M.  Best. 

Tomorrow. 

We'll  be  here  for  you  tomorrow  just  as  we 
were  here  for  you  yesterday.  Because  at 
The  Guardian,  our  policyholders  are  #1. 

Find  out  more  about  the  financial  strength 
of  The  Guardian.  And  more  about  our 
superior  products  and  services  for  Life 
Insurance,  Group  Insurance,  Income 
Protection,  Equity  Products,  or  Asset 
Management.* 

Call  1-800-662-1006. 


^  The  Guardian^ 

The  Intelligent  C^hoice" 

Since  1860 


'Equity  products  are  offered  through  Guardian  Investor  Services 
Corporation®  and  Guardian  Insurance  and  Annuity  Company, 
wholly-owned  subsidiaries  of  The  Guardian  Life  Insurance  Company 


Business  travelers  are  seeing  the  trees  for  the  forest. 

Finally,  a  hotel  that  respects  today's  hnancial  envaronment.  At  DcKihletree,  you  can  get  just  about  every  service  and  amenity 
you'd  expect  from  an  expensive  big  name  hotel  at  a  price  that  makes  sense. 

Now  that  doesn't  mean  a  TV  in  every  shower,  but  it  does  mean  a  luxurious  room,  a  professional  atmosphere,  and  a  staff  of 
people  who  actually  care  that  you've  come.  Right  down  to  the  homemade  chocolate  chip  cookies  they  bring  you  the  night  you  arrive. 

If  all  that  sounds  smart  to  you,  call  your  travel  professional  or  1-800-528-0444  Find  out  about  any  one  of  the  60  Doubletree 
Hotels  or  Doubletree  Club  Hotels  from  coast  to  coast.  And  on  your  next  business  trip,  come  out  of  the  woods. 

l'800'528-0444 

Whm  your  navels  take  you  to  CaiVMia,  stay  with  our  partiicr,  Canadian ftcific  Si  Hotek&Resorts.  1-800-828-7447. 


Widen  Your  Arc  For 
More  Distance 

BY  RIVES  MCBEE 

WITH  PHIL  STAMBAUGH 


an  you  tell  me  how  to  hit  the  ball 
further?  It's  the  most  asked  ques- 
tion I  get  in  my  travels  across  the 

U country  on  the  Senior  TOUR. 
What  seems  to  be  an  ongoing 
dilemma  for  the  amateur  golfer 
becomes  increasingly  more  difficult  as 
one  gets  older  and 
loses  the  body 
flexibility  he  once 
had  as  a  youth. 

The  main 
problem  I  see 
with  the  swings 
of  a  majority  of 
my  pro-am  part- 
ners is  that  their 
arc  is  not  big 
enough  to  gener- 


Rives  McBee 


ate  the  necessary  clubhead  speed  and 
power  required  to  hit  the  ball  a  long 
distance.  To  better  explain  this  fault, 
think  of  your  body  in  the  middle  of  a 
clock  with  the  ball  sitting  at  the  six 
o'clock  position.  Most  amateurs  really 
only  take  the  club  back  no  further  than 
nine  o'clock  and  finish  their  swing  at 
the  three  o'clock  position  on  the  follow 
through. 

I  think  the  natural  reason  for  this  is 
tension.  The  golf  muscles  are  much  too 
tight  to  start  with.  The  amateur  is  also 
in  too  big  a  hurry  to  hit  the  ball.  He 
will  take  the  club  back  much  too  fast 
and  then  rush  to  strike  the  ball  from 
what  he  believes  is  the  top  of  the  swing. 
High  handicappers  who  don't  complete 
the  backswing  will  also  quit  at  impact, 
causing  the  ball  to  go  to  the  right.  The 
slice  comes  from  giving  up  on  a  shot  as 
a  result  of  swinging  waist  high  from 
nine  o'clock  to  three  o'clock. 

I  tell  people  that  for  more  distance, 
they  first  probably  need  to  relax.  A 


simple  remedy  might  be  nothing  more 
than  doing  several  stretching  exercises 
before  playing  a  round.  To  reduce  the 
tension,  I  tell  players  to  reach  towards 
the  sky  with  their  hands  above  the 
shoulders  and  hold  that  position  tor 
several  seconds.  They  should  feel  some 
tightness  in  the  back  muscles  and  real- 
ize that  this  is  probably  the  reason 
they  can't  get  the  club  all  the  way  to 
the  top. 

The  other  alternative  for  most  ama- 
teurs is  to  extend  the  backswing.  An 
excellent  swing  key  that  I  use  is  to  draw 
a  mental  picture  of  Father  Time  and 
concentrate  on  taking  the  club  back  to 
the  TEN  o'clock  position  and  then 
come  through  with  the  hands  and  club 
finishing  the  swing  at  about  TWO 
o'clock.  With  the  hands  now  above  the 
shoulders  on  the  backswing,  the  arc 
will  be  extended  and  should  create 
more  clubhead  speed. 

It  really  depends  on  your 
flexibility.  If  you  are  sup 
pie  enough  and  can 
extend  your  back- 
swing  to  ELEVEN 
o'clock  and  then 
follow  through 
to  ONE 
o'clock,  that's 
even  better! 
Again,  I 
stress  to 
envisioning 
the  hands  on 
the  clock  dur- 
ing the  swing. 
With  a  little  bit 
of  practice  and 
this  new  thought,  I 
think  you'll  soon  get 
more  power  and  build  a 
greater  amount  of  centrifugal 
force  when  the  golf  club  comes  into 
the  ball.  You'll  be  able  to  achieve  thi 
extra  yards  you've  been  missing  out 
on  for  years. 


Rn'es  McBee  won  the  National  Club 
Professional  title  in  1973  and  has  also  won 
three  Senior  PGA  TOUR  titles  in  his  career. 


There's  no  denying  that  Jim 
Dent  was  a  superb  golfer  long 
before  he  held  a  Callaway  of  any 
sort  in  his  hand.  But  when  he  got 
his  hands  on  Big  Bertha,  history 
was  made. 

Here's  how  it  happened. 

Throughout  1990  Jim  Dent  used  a 
standard  Callaway  S2H2®  9.5°  dri- 
ver —  very  successfully.  At  the  end 
of  that  season,  his  official  average 
drive  distance  was  276.8  yards  — 
the  longest  on  the  Senior  Tour  by  a 
considerable  margin. 

On  January  2, 1991,  Jim  Dent 
switched  to  the  Callaway  9°  Big 
Bertha  —  the  world's  first  stainless 
steel  wide-body  driver.  By  the 
Security  Pacific  Senior  Classic 
in  October,  Dent's  official 
drive  distance  had  risen  to 
286.4  —  an  astounding  9.6 
yards  longer  —  with  a 
considerable  rise  in  his 
official  accuracy  standing. 

With  this  remark- 
able average,  Jim  Dent 
rivals  the  strongest 
hitters  on  the  regu- 
lar PGA  Tour:  John 
Daly  at  288.9,  Greg 
Norman  at  282.3 
and  Fred  Couples 
at  280.7 yards. 


The  stoty 
of 

Jim  Dent 
and  his 
Big  Berfl^ 


The  result  is  the  ultimate  in  peri- 
meter weighting  and  the  most  for- 
giving metal  woods  ever  devised. 
Jim  Dent  —  or  most  anyone  who 
uses  Big  Bertha  —  will  tell  you  they 
get  better 
distance  and 
accuracy 
with  Big 
Bertha,  es- 
pecially 
when  hit- 
ting slightly 
off  center, 

/;m  Dent  ivas  the  longest-  than  with 

driving  pro  on  the  PCA  Senior     gj^y  other 
Tour.  Then  he  to(  his  hands  ^ 


on  a  Big  Bertha. 


club. 


Prove  it  to  yourself. 

-v       For  a  free  copy  of  Golf  Digest's 
%^     performance  test  of  Big 
V      Bertha,  visit  the  shop  in 
\^      your  area  that  carries 
Callaway.  You'll  see 
Big  Bertha's  entire 
family,  including 
three  drivers  and 
five  fairway 
woods,  as  well  as 
models  for  left- 
handers and 
ladies. 

And  you'll 
learn,  as  Jim  Dent 
did,  that  Big  Bertha 
is  not  just  bigger, 
it's  better. 
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HIZZONER? 
HIZZWINNER! 


BY  LARRY  DORMAN 


t  is  late  on  a  crisp  Carolina  afternoon, 
and  the  mayor  is  dancing  on  the  practice 
green.  This  is  not  ballroom  dancing, 
or  some  variation  of  a  Texas  Two-Step  or 
even  the  dirty  dancing  gyration  the 
mayor  has  been  known  to  groove  to. 

No,  the  man  is  doing  the  Moonwalk.  He 
IS  in  his  stocking  feet,  having  danced  out  of 
his  Foot-Joys,  and  he  is  attempting  now 
to  dance  out  of  his  socks.  Slowly,  the  socks 
recede  as  he  seems  to  float  backwards  across 
the  putting  surface.  A  small  cluster  of  curi- 
ous men,  what's  left  of  the  pro-am  contes- 
tants at  the  Vantage  Championship,  stand 
and  watch  as  he  says,  "Someday,  I'd  like  to 
do  this  after  sinking  the  winning  putt." 

Why,  you  may  ask,  is  this  man  dancing? 
Why  IS  Rocky  Thompson,  part-time  mayor 
ol  Toco, Tex.,  (pop.  138) and 
full-time  player  on  the  Senior 
PGA  TOUR,  making  like 
Michael  Jackson  in  broad 
daylight,  here  in  this  bastion 
of  conservati vism ,  where 
tobacco  and  Jesse  Helms  are 
still  kings.'' 

A  more  pertinent  ques- 
tion might  be:  why  not? 

Alter  27  years  of  futility  — 
nearly  three  decades  of  show- 
ing up  at  the  big  dance  only 
to  watch  other  players  stroll 
away  with  the  prizes  —  Rocky 
Thompson  has  something  to 
celebrate.  He  is  a  winner.  Finally,  the  frustra 
tion  has  ended.  He  won  two  Senior  PGA 
TOUR  tournaments  in  1991  and  has 
emerged  as  the  latest  testimony  to  what 
can  happen  when  a  man  takes  advantage 
of  the  second  chance  that  is  the  Senior 
PGA  TOUR. 


"When  I  got 
that  first  win, 
ii'bcit  it  meant 

to  me  was 
satisfaction  and 
accomplishment 
and  elation  and 
relief,  all  rolled 
up  into  one. " 
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1  lis  name  is  Hu^h 
l^c-lanc  Thompson,  but 
he  was  better  known  as 
"Kin^  Rabbit"  out  in  the 
caddie  barn.  They  called 
him  that  because  he 
played  in  more  PGA  TOUR  events 
than  any  other  non-exempt  player. 
Monday  tjualifying  events  were  his 
domain.  It  they  had  paid  for  first  place 
at  those  ^Lit-wrenchiny  Mondays  that 
the  pros  call  tour-spotters,  Rocky  could 
have  retired  to  the  easy  life  a  long  time 
ago.  But  all  you  got  tor  winning  was  a 
ticket  into  the  tournament,  and  before 
he  won  a  TOUR  event  ,  Thompson,  5  1 , 
had  played  in  611  tournaments  —  most 
as  a  rabbit,  a  Monday  qualifier.  He  was 
one  ot  the  many  obscure  players  who 
chased  the  TOUR  from  stop  to  stop, 
hoping  to  somehow  make  the  cut  and 
make  the  cash  that  could  keep  the 
dream  alive  tor  another  week. 

The  obscurity  was,  in  part,  his  own 
doing.  When  he  began  on  the  Regular 
TOUR  in  1964,  two  years  removed 
trom  the  University  of  Houston  and 
ready  to  party,  he  played  as  much  off 
the  golt  course  as  he  did  on  it.  He  had  a 
c|uick  wit  and  a  ready  smile  and,  he 
confesses  somewhat  ruefully,  a  girlfriend 
in  just  about  every  town  where 
the  TOUR  stopped. 

"The  first  10  years  on  the 
TOUR,  I  was  a  bachelor  and  I 
|->artied  hard,"  Thompson  says. 
"When  I  would  hit  town,  the 
first  thing  I'd  do  was  find  out 
where  the  rock  and  roll  dancing 
was.  1  could  name  you  every  hot 
spot  in  every  town  on  the 
Regular  TOUR.  I  loved  to 
dance.  I  knew  4()  different  steps, 
still  tlo.  Most  of  the  time,  I  was 
out  late.  It  didn't  exactly  do  me 
any  good  on  the  golt  course.  " 

After  he  got  married  in 
197.3,  Thompson  didn't  have 
too  much  trouble  toregomg  the 
fast  lane.  But  he  discovered  that 
his  game  was  not  up  to  the  fast  company 
he  was  keeping,  nt  t  even  close  to  the 
level  it  had  to  bi-  t   succeed.  After  a 


Thompsol/ 
enjoys  the 
mayoral 
designation, 
a  largely 
ceremonial  title 
although  there 
are  those  u  ater 

and  sett  er 
meetings  a  few 
times  a  year. 


decade  on  the 
TOUR,  he  had 
won  barely  more 
than  $1()0,()()0. 
He  would  search 
more  than  1  0 
more  years  tor 
the  keys  to  the 
game  that  con- 
sumed him.  In 
the  meantime,  he 
took  over  the 
keys  to  the  city 
ot  Toco,  a  town 
incorporated  by 
and  named  after 
his  father,  who 
owned  the 
Thompson  Oil 
Company.  The 
town  is  two 
miles  west  of 
Paris.  It  has  38 
homes  serviced  by 
three  water  tanks, 
zero  traffic  lights 
and  a  liquor  store 
that  doubles  as 
the  jail.  There 
haven't  been  any  prisoners  held  overnight 
—  'what  would  breakfast  be.  Bloody 

Marys.''"  —  and  that's  just  fine 
with  the  mayor,  who  is  pleased 
with  the  low  crime  rate. 

Thompson  enjoys  the  may- 
oral designation,  a  largely  cer- 
emonial title  although  there 
are  those  water  and  sewer 
meetings  a  few  times  a  year. 
What  makes  him  happier  still 
are  the  low  scores  and  big  pay- 
checks he  has  been  scoring  on 
the  Senior  PGA  TOUR.  By 
the  end  of  the  year,  he  had 
earned  $435,794  in  35  events, 
about  three  times  as  much  as 
he  earned  in  20  years  on  the 
Regular  TOUR,  and  had  tied 
Mike  Hill  with  400  birdies. 
And  there  is  something  else 
that  made  him  very  proud.  His  game, 
once  a  kind  of  pitty-pat  affair,  had 
evolved  into  a  big  league  deal. 


'Hizzoner,"  Rocky  Thompson,  mayor  ot  Toco,  Texas. 


Like  the  other  players  who  have 
found  success  on  the  Senior  TOUR  after 
relative  obscurity  on  the  Regular 
TOUR  —  Walt  Zembriski,  Don  Bies, 
Rives  McBee,  Jim  Dent  —  Thompson 
had  to  make  a  large  adjustment.  His 
was  exactly  the  opposite  of  Dent's. 
Where  Big  Jim  was  always  very  adept 
at  the  long  game  and  deficient  in  the 
short  game,  Thompson  could  putt  the 
eyes  out  of  it  but  couldn't  drive  the  ball 
out  of  his  shadow. 

"I  was  so  short  it  was,  well,  it  was 
embarrassing, "  he  says.  "There  were 
times  when  I  felt  like  I  was  the  best 
putter  in  an  event,  but,  hell,  I  couldn't 
hit  the  ball  anywhere.  I  was  the  shortest 
hitter  out  there.  Now  I  wish  I  could  go 
back  and  play  some  on  the  Regular 
TOUR  with  where  I'm  driving  it  now. 
I  tell  you,  I  could  be  a  threat,  the  way  I 
used  to  putt.  " 

That  might  not  be  idle  ruminating. 
Thompson  is  very  long  by  Senior  stan- 
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dards.  He  is  ninth  on  the  driving  dis- 
tance list,  averaging  266  yards  off  the 
tee,  and  with  all  that  length  come  a 
whole  lot  of  birdies  —  400  of  them,  a 
Senior  TOUR  high  in  that  category. 
He  gives  credit  for  the  ball-striking 
turnaround  to  two  Texas  teachers. 
Hank  Haney  and  David  Lee.  And  the 
year  before  he  came  out  to  play  the 
Senior  TOUR,  Thompson  did  nothing 
but  beat  balls,  364  days.  But  for  the  psy- 
chological turnaround  he  looks  within. 

Rocky  is  a  free  spirit's  free  spirit. 
When  he  was  having  trouble  with  nerves 
during  the  Digital  Seniors  Classic,  his 
second  TOUR  victory,  he  strapped  on  a 
relaxation  device,  a  sort  of  light  and 
sound  machine  that  covers  the  eyes  and 
ears  and  flashes  different  colored  lights. 
Hey,  whatever  works.  He  calmed  down 
for  a  final  round  70  and  a  one-shot  mar- 
gin over  Bruce  Crampton.  He'll  try 
shots  that  you'd  better  not  try  at  home. 
During  the  Vantage,  he  actually  got 


into  a  catcher's  crouch,  balanced  his 
elbows  on  his  knees  and  stroked  putts 
with  an  elongated  putter.  Once,  when  he 
found  his  ball  half  in  and  half 
out  of  high,  greenside  fringe,  he 
bunted  it  on  to  the  green  with 
a  3 -wood. 

Is  the  guy  having  any  fun? 
He  can  barely  contain  his  glee. 
He  looks  at  you  with  bright 
blue  eyes  and  twitches  his  rust 
colored  moustache  and  says, 
"This  is  like  fantasyland  out 
here.  When  I  got  that  first  win, 
what  it  meant  to  me  was  satis- 
faction and  accomplishment  and 
elation  and  relief,  all  rolled  up 
into  one.  It  means  that  all  those 
years  weren't  wasted  and  that  I 
wasn't  wrong  when  I  thought  I  could  beat 
these  guys." 

When  he  finally  did  beat  these  guys 
back  in  June  at  the  MONY  Syracuse 
Senior  Classic,  he  reacted  in  classic 


He  stood  on 

the  1 8th 
green  during 
the  awards 
ceremony, 
theatrically 
silenced  the 
crowd  and 
shouted,  "I 
am  the  man!" 


Rocky  fashion.  He  stood 
on  the  18th  green  during 
the  awards  ceremony,  the- 
atrically silenced 
the  crowd  and 
shouted,  "I  am 
the  man!" 

Well,  he  sure  is.  And  now 
the  man  is  working  on  his 
next  victory  celebration.  It 
will  be  something  different, 
he's  sure  of  that.  Maybe  the 
TSloonwalk,  maybe  the  Toco 
Two-Step,  maybe  a  little 
samba.  Who  knows.-*  What's 
certain  is  that  it  will  have  the 
mayor's  little  twist  to  it. 

"I'm  sure  not  gonna  stand 
there  and  tip  the  cap  and  say 
"Thank  you  very  much,  "  he  says.  '"I 
guarantee  you,  something  will  auto- 
matically come  out.  But  ain't  no  way 
it'll  be  the  standard  thing.  There's  no 
way.  Not  after  waiting  this  long." 
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Jim  Colbert,  1991  Rookie  of  the  Year. 


1991  leading  money  winner  and 
Co-Player  of  the  Year,  Mike  Hill. 


1992  SENIOR  PGA  TOUR  SCHEDULE, 


JANUARY 


0-12 

Infiniti  Tournament  ot  Champions 

6-12 

U.S.  Senior  Open  (Bethlehem,  PA)  ABC 

(Carlsbad,  CA)  ABC 

13-19 

Ameritech  Senior  Open 

13-19 

Open 

(Aurora,  IL)  CBS 

20-26 

Senior  Skins  Game  (Mauna  Lani,  HI) 

20-26 

Newport  Cup  (Newport,  RI) 

ABC  # 

27-2 

Northville  Long  Island  Classic 

27-2 

Royal  Caribbean  Classic 
(Key  Biscayne,  FL)  ESPN 

(Jericho,  NY)  ESPN 

AUGUST 

FEBRUARY 

3-  9      Aetna  Challenge  (Naples,  FL)  ESPN 

10-  16  GTE  Suncoast  Classic  (Tampa,  FL) 

ESPN 

17-  23  Open 

24-  1     Chtysier  Cup  (Sarasota,  FL)  ABC  # 

MARCH 

2-8      GTE  West  Classic  (Ojai,  CA)  ESPN 
1 5     Vantage  at  The  Dominion 

(San  Antonio,  TX) 
16-22   Vintage  ARCO  Invitational 

(Indian  Wells,  CA)  ESPN 
23-29  (Fuji  Electric  Grand  Slam, 

Chiba-Ken,  Japan)  +# 
•)0-5     The  Tradition  at  Desert  Mountain 

(Scottsdale,  AZ)  ESPN 

APRIL 

6-12  Open 

13-19  PGA  Seniors  Championship 

(Palm  Beach  Gardens,  FL)  NBC 

20-26  Liberty  Mutual  Legends  of  Golf 
(Austin,  TX)  ABC  # 

27-3     Las  Vegas  Senior  Classic 
(Las  Vegas,  NV)  ESPN 

MAY 

4-  10     Murata  Reunion  Pro- Am  (Dallas,  TX) 

1 1-  17   Doug  Sanders  Kingwood  Celebrity 

Classic  (Houston,  TX) 

18-  24  Bell  Atlantic  Classic 

■     (Philadelphia,  PA)  ESPN 

25-  31    NYNEX  Commemorative 

(Tarry town,  NY) 

JUNE 

1-7       Painewebber  Invitational  (Charlotte, 

NO  ESPN 
8-14     Mazda  Presents  Senior  Players 

Championship  (Detroit,  MI)  ABC 
15-21   MONY  Syracuse  Senior  Classic 

(Syracuse,  NY) 
22-28  Southwestern  Bell  Classic  (Kansas  City, 

MO)  ESPN 

29-5     Kroger  Senior  Classic  (Cincinnati,  OH) 
ESPN 


JULY 


3-9      Digital  Seniors  Classic 

(Concord,  MA)  ESPN 
10-16  Bruno's  Memorial  Classic 

(Birmingham,  AL) 
17-23  GTE  Northwest  Classic  (Seattle,  WA) 
24-30  Showdown  Classic  (Park  City,  UT) 
31-6     First  of  America  Classic 

(Grand  Rapids,  MI) 

SEPTEMBER 

7-13     Bank  One  Classic  (Lexington,  KY) 
14-20  GTE  North  Classic 

(Indianapolis,  IN) 
21-27  Nationwide  Championship  (Atlanta,  GA) 
28-4     Vantage  Championship  (Clemmons, 

NO  ESPN 

OCTOBER 

5-  1 1     Raley's  Senior  Gold  Rush 

(Sacramento,  CA) 
12-18  Transamerica  Senior  Golf 

Championship  (Napa,  CA)  ESPN 
19-25   Security  Pacific  Senior  Classic 

(Los  Angeles,  CA) 
26-1     Kaariapali  Classic  (Maui,  HI)  ESPN 

NOVEMBER 

2-8  Open 

9-  15     Du  Pont  Cup  Japan  vs.  US  Senior  Golf 

Match  (Narita,  Japan)  # 

10-  13   (National  Qualifying 

Tournament  Regionals)  # 
16-22  Open 
23-29  Open 

30-5     (National  Qualifying 
Tournament  Finals)  # 

DECEMBER 

6-  1 3     Senior  TOUR  Champions 

(Dorado  Beach,  Puerto  Rico)  ABC 


#  =  Unofficial  victory  and  money 

+  =  Recognized  Event 

All  ESPN-televised  events  are  part  ol  the 
Cadillac  Series. 
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"I  hate  missing  an  important  call  as  much  as 
I  hate  missing  a  shot. 

"That's  why  whenever  I'm  out,  I  rely  on  the 
durability  of  my  Motorola  cellular  phone. 
They're  built  to  take  whatever  I  dish  out. 

"It's  the  way  smart  people  stay  on  top 
of  their  game." 


(M)  M€>T€>R€>LA 

Cellular  Telephones 

Technology  that  can  take  it 


fituality  is  Job  1. 


Profile  in  Quality 
#33:  Innovation 


government 


NDIDATES I 


IINTON  BASHES  BUSINESS 
-BUT  DOES  HE  MEAN  IT? 


is  probusiness  record  as  governor  runs  counter  to  his  rhetoric 


..  ,G  THE  HEAT:  BILL  CLINTON  AT  A  NEW  HAMPSHIRE  PIG  ROAST 


It's  a  snowy  night  in  Bed- 
ford, N.  H.,  and  the  entire 
town  seems  to  be  packed 
to  a  classic  New  England 
wn  hall  to  hear  Arkansas 
)vernor  Bill  Clinton.  Allega- 
)ns  of  womanizing  have  not 
!t  stalled  his  Presidential  cam- 
ign  (page  26),  and  Clinton  is  flying  high, 
e  revs  up  his  standard  speech,  tossing 
it  examples  of  what's  wrong  with  Corpo- 
te  America  and  the  changes  a  Clinton 
iministration  would  make. 
He  blames  self-serving  CEOs  for  ruining 
e  economy  with  "paper 
id  perks"  instead  of 
lople  and  products.  He 
■omises  to  boost  the 
igging  incomes  of 
merican  workers.  He 
edges  not  to  dole  out 
)ecial-interest  tax 
■eaks  that  "reward  the 
d  arrangements  and 
rve  the  rich  and  power- 
il  instead  of  average 
orkers  who  generate 
e  nation's  real  wealth." 
Clinton  Presidency,  he 
lys,  wouldn't  let  compa- 


'ERNMENT 


nies  deduct  executive  bonuses, 
excessive  salaries,  and  golden 
parachutes  from  taxes. 

The  applause  meter  goes 
wild  as  he  yells:  "When  a  chem- 
ical engineer  in  New  Hamp- 
shire can't  work  like  a  dog  year 
in  and  year  out  without  being 
fired  30  days  before  his  pension  vests,  only 
to  have  the  person  who  fired  him  sell  the 
company  and  bail  out  with  a  golden  para- 
chute, we've  lost  our  sense  of  community." 

Thrashing  corporate  greed  plays  well  in 
depressed  New  Hampshire,  where  Clinton 


CANDIDATE  CLINTON  VS.  GOVERNOR  CLINTON 

INCOME  Clinton  attacks  Bush  for  allowing  U.S.  wages  to  fall  behind  other 
industrial  nations.  But  his  state  is  among  the  lowest  in  per  capita  income 

TAX  POLICY  Clinton  clobbers  Republicans  for  raising  taxes  on  the  middle  class. 
But  Arkansas  relies  heavily  on  a  4%  regressive  sales  tax 

CIVIL  RIGHTS  Clinton  has  blasted  Bush  for  endorsing  the  1991  Civil  Rights  Act 
only  at  the  last  minute.  But  Arkansas  has  no  employment-discrimination  statute 

ENVIRONtNENT  Clinton  criticizes  Bush's  lack  of  focus.  But  the  Southern  States  In- 
stitute ranks  Arkansas  49th  among  the  states,  partly  because  its  pollution  control 
board  is  stacked  with  industry  representatives 

JOB  SAFETY  Arkansas  is  rated  last  by  the  National  Safe  Workplace  Institute  on 
enforcement  of  regulations,  workers'  compensation,  and  accident  prevention 


holds  a  tenuous  lead  in  the  polls.  But  does 
this  populist  rhetoric  match  his  record  as 
governor?  In  12  years  in  office,  Clinton  has 
passed  out  about  $100  million  in  special  tax 
breaks  to  entice  companies  to  expand,  and 
he's  been  willing  to  hold  off  fixing  environ- 
mental problems  to  keep  plants  open.  Bro- 
chures once  published  by  Arkansas  boast- 
ed of  low  wages — it  ranks  near  the  bottom 
in  per  capita  income.  Now  brochures  sim- 
ply point  out  that  it  is  a  right-to-work  state. 
CUTTING  EDGE.  Arkansas  has  a  history  of 
segregation,  and  civil  rights  groups  fault 
Clinton  for  failing  to  push  for  legislation 
barring  job  discrimination  against  workers 
not  covered  by  federal  law.  Clinton  has 
formed  a  task  force  to  write  such  a  law. 
And  private  groups  that  rank  state  work- 
ing conditions  place  Arkansas  at  the  bot- 
tom in  health  and  safety,  enforcement  of 
regulations,  and  wages. 

In  short.  Governor  Clinton  has  been  a  lot 
friendlier  to  business  than  would-be  Presi- 
dent Clinton.  Clinton  aides  confirm  that  the 
governor  has  received  numerous  campaign 
contributions  from  corporate  executives. 
And  when  he  was  head  of  the  probusiness 
Democratic  Leadership  Council,  Clinton 
was  a  master  at  bringing  in  corporate  mon- 
ey. Says  Curt  F.  Bradbury,  chairman  of 
Worthen  Banking  Corp.,  one  of  the  state's 
largest  banks;  "He's  got  a  way  with  CEO 
types,  and  that  has  stood  him  in  good  stead 
politically  and  the  state  economically." 

No  doubt  about  it,  Clinton  has  put  Ar- 
kansas on  the  cutting  edge  of  economic  de- 
velopment. Other  states  are  emulating  his 
Arkansas  Development  Finance  Authority 
(,4DFA).  The  self-funding  state  agency  sells 
tax-exempt  bonds  and  offers  loan  guaran- 
tees to  provide  long-term,  low-interest  fi- 
nancing to  public  and  private  projects. 

The  state  also  offers  a  variety  of  tax 
breaks  to  induce  employers  to  expand  their 
business  or  move  operations  there.  Compa- 
nies that  have  been  in  the  state  for  two 
years  can  take  a  17o  tax  credit  on  capital  in- 
vestment. And  companies  that  locate  in  ru- 
ral, high-unemployment  areas  are  entitled 
to  a  $2,000  tax  credit  for  each  new  employ- 
ee they  hire.  Clinton  increased  the  amount 
of  state  pension  funds  in- 
vested in  Arkansas  busi- 
nesses and  began  the 
Arkansas  Science  & 
Technology  Authority  to 
provide  seed  capital  to 
high-tech  companies. 

The  results  have  been 
mixed.  Between  1985  and 
1989,  manufacturing  jobs 
increased  10%,  though 
national  manufacturing 
employment  grew  less 
than  1%.  But  even  with 
the  increase  in  jobs  in  rel- 
atively high-paying  in- 


FEBRUARY  10,  1992  97 


overnmenti 


duslries,  Arkansas  has  risen  to  only  47th 
among  states  in  per  capita  income — up 
from  49th  in  1988.  The  average  wage  is 
only  $8.89  per  hour,  compared  with  the  na- 
tional average  of  $11."20.  "I  think  that's  the 
consequence  of  weak  unions,  and  that's  a 
consequence  of  Bill  Clinton's  support  for 
right-to-work  laws,"  says  J.  Bill  Becker, 
president  of  the  Arkansas  .\FI^ci(),  who 
circulated  a  scathing  review  of  Clinton's  12 
years  in  office  to  unions  nationwide. 
TWO  FACES.  Clinton  can  hardly  take  the 
full  l)lame  for  the  poverty.  "You  can't  turn 
around  100  years  of  neglect  in  10  years," 
says  AI)F.\  President  Bob  J.  Nash.  "Arkan- 
sas is  still  a  poor  state,  and  we  have  a  lot  of 
catching  up  to  do." 

Arkansas  is  really  two  states:  Its  north- 
west quadrant  is  home  to  fast-growing 
companies  such  as  Wal-Mart,  food  proces- 
sor Tyson  Foods,  J.  B.  Hunt  Transport  Ser- 
vices, and  Dillard  Department  Stores.  Un- 
employment is  down  around  8/',  and 
business  is  booming.  But  to  the  east  in  the 
impoverished — and  predominantly  black — 
Mississippi  country,  unemployment  runs 
up  to  25'v.  "There  is  no  Arkansas  miracle," 
Clinton  admits.  "But  we're  proud  of  the 
tremendous  progress  we've  made." 

To  catch  up,  Clinton  has  focused  on  rais- 
ing the  state's  education  standards  in  the 


hope  of  attracting  business  with  a  well- 
trained  work  force.  But  that  investment  is 
not  likely  to  show  any  payoff  until  the  mid- 
dle of  the  decade,  say  Clinton  supporters. 

Clinton's  record  with  state  labor  organi- 
zations is  mixed.  Despite  Becker's  criti- 
cism, some  unions  are  backing  his  Presi- 
dential bid.  But  to  critics,  Clinton  showed 
his  true  colors  when  he  sided  with  manage- 
ment in  a  bitter  strike  at  Morrilton  Plastics 


Critics  say  Clinton  showed  his 
true  colors  when  he  backed 
management  in  the  bitter 
strike  at  Morrilton  Plastics 


Inc.  When  the  company  faced  tough  nego- 
tiations with  the  United  Auto  Workers  in 
1990,  the  state  issued  a  $300,000  loan  guar- 
antee, helping  the  company  secure  a  $1  mil- 
lion bank  creilit  line.  That  allowed  Morril- 
ton to  build  u\)  inventory  and  protect 
contracts  with  auto  makers.  The  UAW, 
which  eventually  struck,  is  suing  the  state 
and  Morrilton — now  in  Chapter  11 — for  in- 
terfering with  collective  bargaining. 


"When  it  comes  to  business  vs.  labor,  yoi 
won't  get  a  much  clearer  case  than  Morril 
ton  to  show  you  he's  probusiness,"  say: 
,John  R.  Brummett,  editor  of  Arkansd 
Times  magazine. 

Environmentalists  also  aren't  happ; 
with,  the  Clinton  record.  The  League  o 
Conservation  Voters,  in  a  recent  report 
faulted  Clinton  for  appointing  industr\ 
friendly  people  to  a  state  pollution  contro 
board.  Says  Ali  Webb,  Lev  associate  direi 
tor:  "Clearly  Bill  Clinton  did  not  put  envi 
ronmental  protection  as  a  top  priority  whei 
he  was  governor."  A  senior  Clinton  aide  at 
knowledges  that  environmental  issues  a 
first  did  not  receive  the  attention  they  dt 
served  and  that  Clinton  in  recent  years  ha: 
tried  to  improve  his  record.  On  health  am 
safety  issues,  the  Chicago-based  Nationa 
Safe  Workplace  Institute  ranks  Arkansa 
50th  in  enforcement  of  worker-safety  regu 
lations  and  workers'  compensation. 

So  far,  Clinton's  record  in  Little  Rod 
has  received  little  attention  from  rivals  ii 
the  Presidential  race.  But  if  he  manages  ti 
put  his  problems  behind  him,  his  front-run 
ner  status  will  draw  attention  to  his  role  a 
governor.  And  Democrats,  especially  th' 
activists  who  dominate  the  primaries,  ma; 
be  less  than  happy  with  what  they  see. 

By  Paula  Divycr  in  Little  Roc, 


When  the  mighty  regiments  of  recession  and  ciownsizing 
gather  on  the  corporate  battlefield,  the  prudent  manager 
re-arms  with  new  strategies  and  skills  from  Business  McGraw- 
Hill.  Keeping  Good  People^  for  example,  supplies  125  tough 
strategies  for  protecting  your  investment  in 
your  most  valued  employees.  The  White- 
Collar  Crime  Explosion  offers  you  and 
your  company  robust  tactics  for  counter- 
ing government  investigations  and  pro- 
secution. And  Time  Warrior  helps  you 
maximize  personal  competitiveness  with 
potent  time-management  techniques.  Of 
course,  in  this  economy,  there  are  no  guar- 
antees. But  with  Business  McGraw-Hill 
there  is  protection. 

\^ 

■  ■nil  0-07-028369-9 
Business  McGraw-Hill  288  pp  ,  $19  95 


s  \ 


0-07-039520-9 

192  pp.,  $24.95 


-THE 


WHITE-COLLAR 

CRIME  EXPLOSION 

U  n  .  I'KOU  I  I  ><M  HSU  \ 
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0-07-064274-5 
240  pp.,  $19.95 


AvailabJe  at  your  local  bookstott— or  call  toll-free  1-800-2-MCGRAW 
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'Tm  not  surprised 

by  the  success  of  Windows 
applications.  I'm  just  not 

sure  wily  I  should  switch." 


ost  people  are  aware  that 
there's  a  revolution  of  sorts 
underway.  It's  known  as 
Windows,"  and  it's  a  newer, 
more  productive  way  to  use 
your  persona]  computer 
Now,  despite  all  the  amazing 
things  the  Windows  operating  system 
has  to  offer,  there  are  those  who  ask, 
"Can  I  still  use  my  old  MS-DOS  applica- 
tions with  Windows?" 
Sure  you  can. 

But  once  you've  seen  the  benefits  of 
Windows  applications,  you  won't  want  to. 

So,  just  how  easy  is  easy? 


"III 


WOS^wI  graphical  user  interface, 
WINDOWS,  also  known  as  GUI.  In  plain 
English,  that  means  the  icons  that 
appear  on  your  computer  screen. 

It  means  routine  tasks  have  been 
automated.  It  means  you  won't  have  to 
memorize  those  complicated  keystroke 
commands  anymore. 

So  it's  easy  to  do  what  you  want 
to  do.  And  just  as  easy  to  get  there,  by 
using  the  mouse  to  point  and  click. 

Generally  these  GUIs  are  consis- 
tent from  one  application  to  the  next.  So 
once  you've  learned  one  program,  you're 
a  long  way  towards  knowing  another 

Do  things  you  never  thought  you  'd  do. 

In  no  time,  you'll  know  how  to  pull 
down  a  menu  and  select  an  activity  How 


Learning  Windows 
applications  is  a  fairly  intu- 
itive process. 

One  reason  is  the 


to  drag  a  document  with  your  mouse  and 
drop  it  into  a  file. 

How  to  cut  and  paste  words,  lines, 
paragraphs,  whatever  you  like,  from  one 
part  of  a  document  to  another,  or  even 
between  documents. 

And  how  to  multitask.  With  the 
Windows  operating  system,  you  don't 
have  to  close  one  program  to  work  in 
another  So  you  can  work  with  more  than 
one  application  at  a  time. 


Not  all  Windows  programs  are  alike. 
Here's  what  yon  should  look  for: 


An  easy  transition. 


Can  you  use  familiar  MS-DOS  keystrokes  as 
you  learn  how  your  Windows  applications  work? 
Does  the  program  have  the  ability  to  read  and 
write  your  current  MS-DOS  files? 
Does  it  have  an  online  tutorial?  Online  help? 


Everyday  tasks  made  quick  and  easy 


Does  it  give  you  easy  access  to  the  features  you'll 
use  the  most? 

Does  it  let  you  do  things  that  were  hard  to  do  before? 
Does  it  simplify  multi-step  tasks,  like  outlining' 


Looks  and  works  like  other  programs. 


Does  the  program  work  in  a  way  that  is  consistent 
w  ith  other  Windows  applications? 
Does  the  program  work  well  with  other  programs 
for  Windows? 

Can  you  build  compound  documents,  or  access 
features  like  Dynamic  Data  Exchange  and  OLE? 


It  works  the  way  you  do. 


Are  you  able  to  learn  the  new,  faster  way  to  get 
work  done  while  you're  aciuaWy  getting  work  done? 
Can  you  customize  the  program  to  easily  create 
your  own  Windows-based  solution  for  your 
company's  specific  tasks? 


There  are  also  more  advanced 
features  that  allow  you  to  update  infor- 
mation, wherever  it  appears,  in  real 
time,  in  one  step. 

Why  WYSIWYG  will  wow  you. 

It  all  comes  together  at  the  printer 
But  first  of  all,  what  the  heck  is  WYSI- 
WYG? It's  pronounced  "whizzy  wig";  in 
layman's  terms,  that  means  "What  you 
see  is  what  you  get." 

If  you  italicize  ^  /* 

something,  it  appears 
that  way  right  on 
your  screen.  That 
goes  for  bold  and  un- 
derline type,  different 
typefaces,  graphs,  you 
name  it.  You  can  actually  see  what  you're 
working  on. 

So  go  ahead,  move  things  around, 
illustrate  a  report  with  3-D  pie  charts, 
use  footnotes,  italicize  to  your  heart's 
content,  use  some  bold,  go  crazy. 

Then  see  at  the  printer  exactly 
what  you  saw  on  your  computer  screen. 

Now,  that's  progress. 

And  that's  just  why  more  people 
every  day  are  realizing  that  until  you've 
checked  out  Windows  applications,  you 
haven't  seen  the  full  power  of  Windows. 


To  get  fast  answers  to  your  questions  on  what 
Windows  applications  can  do  for  you,  call  (800) 
992-3675,  DeptZ48,  for  your  ftiee  Microsoft" 
Windows  applications  information  packet 


Mkmsaft 


©  1992  Microsoft  Corporation.  Ml  rights  reserved.  Printed  in  the  U.S.A  Offer  good  only  in  the  50  United  States.  In  the  United  States,  call  (800)  992-3675.  Dept.  248.  For  information  only:  In  Canada,  call  (800) 
563-9048:  outside  the  50  United  States  and  Canada,  call  (206)  936-8661.  Microsoft  and  MS-DOS  are  registered  trademarks  and  Windows  and  the  Windows  logo  are  trademarks  of  Microsoft  Corporation. 


In  medicine,  a  good  image 
is  imperative. 


Many  people  think  of  Hitachi  as  a  consumer 


electronics  com 
We're  also  a  tec 


jany.  Which  is  true  —  to  a  point, 
inological  leader  m  medicine. 
Business  equipment.  Science.  Industry.  Computers. 
Telecommunications. 

Our  20,000  products  include  everything  from 
TVs  and  power  plants  to  image  processing  equip- 
ment. Such  as  facsimile  machines  and  magnetic 
resonance  imaging  (MRI)  systems. 

Take  MRI.  It's  the  most  significant  advancement 

'fWs).' Hitd^hi,  Ltd  Tokyo  Jjpan  All  rights  reserved 


in  diagnostic  imaging  since  the  X-ray.  By  consti 
mg  internal  images  of  the  human  body,  MRI 
enables  doctors  to  detect  problems  early  on  aid 
make  more  accurate  diagnoses. 

Hitachi  IS  a  world  leader  in  high-resolutioi 
compact  MRI  equipment.  What's  remarkable,  b' 
ever,  is  that  MRI  equipment  only  begins  to  tellh 
story  of  our  commitment  to  medicine. 

Our  involvement  encompasses  clinical 
analyzers.  Electron  microscopes.  X-ray  CT  scs  - 


The  same  goes  for  business. 


Hitachi  HIFAXs  build  businesses. 


And  ultrasound  equipment. 
Ihances  are  you  already  use  Hitachi  facsimile 
lines.  You'd  be  in  good  company.  Some  of  the 
d's  most  respected  companies  put  our  image 
sssing  technology  to  work  every  day. 
(ou  see,  our  unique  technological  advance- 
is  enable  businesspeople  to  quickly  and 
ently  transmit  photographs,  charts,  documents 
^aphs  with  remarkable  clarity, 
[aken  together  Hitachi  is  a  people  company. 


Responding  to  the  wants  and  needs  of  individuals 
everywhere. 

And  that's  not  an  advertising  image.  That's  a  fact. 

For  more  mfonnation  about  HIFAX.  call  toll- free 
1-800-HlTACHl.  (Applicable  within  LIS.  only) 


HITACHI 
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SURPRISE!  FORD  AND  MAZDA  HAVE 
BUILT  A  STRONG  TEAM.  HERE'S  HOW 


To  Yoshihiro  Wada,  communication  is  often  a  matter  of 
lilaying  the  percentages.  When  the  president  of  Mazda 
Motors  Corp.  meets  with  Americans  from  Ford  Motor 
Co.,  Mazda's  one-quarter  owner  and  frequent  joint-venture 
partner,  Wada  figures  20''  of  the  meaning  is  lost  between  him 
and  his  interpreter.  Of  the  remaining  SO' ' ,  another  20'  '  is  lost 
between  the  interpreter  and  the  Americans.  Left  with  about  a 


two-thirds  understanding,  Wada  says,  he  works  extra  hard  to 
make  sure  his  message  is  getting  through. 

Two-thirds  comprehension  may  hardly  seem  worth  the  both- 
er. But  not  when  you  consider  the  potential  benefits  of  inter- 
national alliances  for  auto  makers  today.  The  price  tag  for 
developing  a  new  car  can  easily  reach  $2  billion,  a  huge  incen- 
tive for  finding  the  right  partner  to  share  the  burden.  Strate- 
gic tie-ins  can  help  companies  gain  valuable  access  to  new 
markets  or  new  technologies.  They  let  smaller  companies  real- 
ize big  economies  of  scale  when  ordering  components.  And 
perhaps  most  important,  bigger  companies — namely,  American 
ones — can  often  learn  important  manufacturing  techniques 
from  working  side-by-side  with  a  Japanese  partner. 

Yet  while  international  joint  ventures  make  great  sense, 
often  they  don't  make  great  profits.  After  years  of  arguments, 
General  Motors  Corp.  is  selling  its  half-ownership  in  Korea's 
Daewoo  Motor  Co.  The  auto  giant  must  also  bail  out  loss- 
plagued  Isuzu,  in  which  it  owns  a  37.5%  stake,  at  a  time  when 
GM  has  no  cash  to  spare  {page  107).  The  list  of  cross-cultural 
disappointments  goes  on:  Chrysler-Mitsubishi,  Chrysler-Maser- 
ati,  and  Fiat-Nissan,  have  all  produced  at  least  as  much  rancor 
as  rewards.  With  U.  S.-Japan  ties  frayed,  especially  over  auto 
trade,  links  between  American  and  Japanese  carmakers  are 
under  extra  strain. 

STANDING  STRONG.  Ford-Mazda  is  the  exception.  Their  13-year 
marriage  has  weathered  disagreements  over  specific  projects, 
trade  disputes  between  Japan  and  the  U.  S.,  and  even  allega- 
tions by  the  Big  Three  last  year  that  Mazda 
and  other  Japanese  auto  makers  were 
dumping  minivans  in  the  U.  S.  The 
alliance,  founded  when  Ford 
stepped  in  to  rescue  the  strug- 
gling Japanese  carmaker 
in   1979,  stand.^ 


FORD 
IN 

JAPAN, 
MAZDA 
IN 

AMERICA 


1925 

Ford  forms  a  subsid- 
iary in  Japan.  Assem- 
bly begins  in  a  water- 
front warehouse  in 
Yokohama 


193  1 

Japanese  machine- 
tool  maker  Toyo 
Kogyo,  1 1  -year-old 
predecessor  to  Maz- 
da Motors  Corp.,  be- 
gins producing  three- 
wheeled  trucks 


1967 

Mazda  introduces  the 
rotary  engine.  It  is  later 
unmasked  as  a  gas- 
guzzler  and  sales  nose- 
dive. Ford  rescues  the 
floundering  carmaker 
by  acquiring  25%  of  it 
in  1979 


1986 

Ford  opens  plant  in  He~ 
mosillo,  Mexico,  modep 
after  Mazda's  Hofu  (J 
pan)  factory.  It  ossemt" 
the  Mercury  Tracer,  sc 
recognized  as  Ford's  b 
built  cor 


ong.  The  two  coopt'rate  on  new  vehicles  and  exchan^^e 
uable  expertise — Ford  in  international  niarketin}^  and  fi- 
ice,  Mazda  in  nianufacturin}2;  and  product  development, 
'hen  you  compare  this  relationship  to  others,  it  stands  out 
all  the  possible  measures  of  success,"  says  Kathryn  Rudie 
rrig^an,  professor  of  strategic  management  at  Columbia 
iversity's  school  of  business.  "They  really  are  getting  down 
i  doing  things  in  the  marketplace." 

■"or  Ford,  the  payoff  has  come  partly  in  the  form  of  sales, 
'd  is  now  the  best-selling  foreign  nameplate  in  Japan,  with 
re  than  72,000  cars  and  trucks  a  year  sold  through  the 
iler  network  it  jointly  owns  with  Mazda.  But  the  alliance  is 

0  teaching  Ford  some  practical  lessons  that  it's  applying 
swhere  in  its  business.  When  Ford  built  its  plant  in  Hermo- 
0,  Mexico,  seven  years  ago,  it  used  Mazda's  superefficient 
fu  (Japan)  factory  as  a  blueprint.  The  Hermosillo  plant 
ckly  became  one  of  Ford's  top-ranking  plants  for  quality 

1  a  model  for  renovating  other  facilities. 

^ord  and  Mazda  have  worked  jointly  on  10  current  auto 
dels,  usually  with  Ford  doing  most  of  the  styling  and  Maz- 
making  key  engineering  contributions.  For  Ford,  these  cars 
lude  the  vastly  improved  Ford  Escort  and  Mercury  Tracer 
dels,  the  subcompact  Festiva,  the  sporty  Ford  Probe  and 
rcury  Capri,  and  the  off-road  Explorer.  The  Ford-aided 
zdas  are  the  MX-6,  323,  Protege,  and  Navajo. 
ODDS.  In  all,  one  of  every  four  Ford  cars  sold  in  the  U.  S. 
t  year  benefited  from  some  degree  of  Mazda  involvement — 
everything  from  manufacturing  methods  to  steering  de- 
n — while  two  of  every  five  Mazdas  had  some  Ford  influ- 
:e.  Next  year,  in  a  first,  Ford  will  begin  supplying  Mazda 
h  a  U.  S.-built  pickup  for  .sale  in  the  U.  S.  It  will 
lace  Mazda's  imported  B-series  trucks. 
>Jow,  Ford  is  using  its  relationship  with 
zda  as  the  pattern  for  joint  ventures 
und  the  world.  Already,  it's  apply 
lessons  from  the  Mazda  link- 
^  to  budding  relation- 


ships with  Volkswagen  and  Nissan  Motor  Co.  Starting  with 
Autolatina,  a  1986  Ford-VW  joint  venture  in  Brazil  and  Argenti- 
na, the  U.  S.  and  German  carmakers  have  expanded  their  ties 
to  include  a  minivan  plant  in  Portugal.  With  Nissan,  Ford  will 
launch  a  minivan  in  the  U.  S.  this  fall  and  an  off-road  vehicle  in 
Europe  a  year  later.  Both  alliances  are  being  modeled  after 
Ford-Mazda,  with  senior  managers  overseeing  relations  as 
well  as  specific  projects. 

Translating  the  success  of  Ford-Mazda  in  the  U.  S.  and  Asia 
to  other  countries  will  be  tough,  though.  For  instance,  Ford  of 
Europe  Inc.  is  running  into  major  snags  as  it  negotiates  to 
supply  Mazda  with  small  cars  for  sale  on  the  Continent.  The 
deal  would  guarantee  Ford  extra  sales  for  a  new  car  line  while 
giving  Mazda  access  to  a  key  market  where  quotas  limit 
Japanese  imports. 

But  the  talks  are  bogged  down  and  behind  schedule  as 
Ford's  European  managers  grapple  with  the  same  doubts 
about  aiding  a  competitor  that  bedeviled  early  attempts  at 
Ford-Mazda  cooperation.  "The  concern  is  always  there  that 
one  party  will  benefit  unfairly  from  what  you're  about  to  do," 
says  David  R.  Gunderson,  a  former  Ford  of  Europe  marketing 
research  director  who  now  serves  as  a  Mazda  board  member 
and  liaison  between  the  two  companies. 

Ford  and  Mazda  can  call  on  some  hard-learned  principles  for 
managing  a  successful  strategic  alliance  (table,  page  104), 
many  of  which  would  apply  to  ties  in  any  industry.  Underlying 
them  all  is  the  idea  that  benign  neglect  is  no  basis  for  a 
partnership.  Says  Ford  President  Philip  E.  Benton  Jr.: 
"There's  a  lot  of  hard  work  in  making  it  work."  To  help 


3  begins  building 
3zda  MX-6  and  the 
robe  sport  coupes 
ant  in  Flat  Rock, 
It  is  the  only  Jopa- 
lant  in  the  U.S.  to 
ate  with  the  United 
A/orkers 


1990 

Ford  launches  a  new  Escort,  en- 
gineered primarily  by  Mazda 
and  built  by  Ford  in  the  U.S. 
Later,  Mazda  begins  selling  the 
Navajo  off-road  vehicle,  built 
by  Ford 


1989 

Ford  and  Mazda  buy 
Autoramo,  a  chain  of 
import-car  dealerships 
in  Japan 


1992 

With  75%  domestic  content, 
the  new  MX-6  and  Probe  will 
be  the  first  'domestic'  cars  built 
by  a  Japanese  plant  in  the  U.S. 
Mazda  is  to  begin  production 
this  winter 


smooth  future  deals,  Ford  and  Mazda 
have  even  developed  a  set  of  Basic  Busi- 
ness Principles.  These  tenets  outline  how 
to  price  a  deal  and  how  to  share  develop- 
ment costs,  for  example.  Says  an  admir- 
ing Richard  D.  Recchia,  e.xecutive  vice- 
president  of  Mitsubishi  Motor  Sales  of 
America  Inc.:  "I  wouldn't  be  surprised  if 
the  Ford-Mazda  relationship  were  a  pat- 
tern for  a  lot  of  others." 
MUTUAL  BENEFIT.  Ill  choosing  what  to 
work  on  jointly,  the  partners  ojjerate  on 
a  project-by-project  basis,  with  ideas 
coming  from  people  throughout  both  or- 
ganizations. The  main  criterion  for  ap- 
proving an  idea  is  that  it  benefits  both 
companies.  "It  will  be  fairly  obvious 
whether  a  new  product  might  benefit 
from  a  partner  or  not,"  says  Benton.  If 
something  sounds  promising,  product-de- 
velopment people  from  both  sides  start 
talking.  But  management  always  moni- 
tors the  talks  to  make  sure  neither  side 
violates  the  principle  of  remaining  inde- 
pendent. "They  don't  want  to  be  part  of 
Ford,  and  we  don't  want  to  be  part  of 
Mazda,"  Benton  explains. 

The  Navajo  project  is  indicative  of 
how  the  relationship 
works.  Back  in  the 
spring  of  1987,  Maz- 
da, which  didn't  have 
a  sport-utility  vehicle 
of  its  own,  decided  it 
wanted  to  buy  from 
Ford  a  modified  ver- 
sion of  its  upcoming 
Explorer  off-road  ve- 
hicle. Ford  was  glad 
to  oblige,  partly  be- 
cause it  was  a  chance 
to  prove  it  could  be 
trusted  to  manufac- 
ture Mazda's  jiickups 
in  1993. 

This  was  a  role  re- 
versal for  Mazda. 
"For  the  first  time, 
we  were  the  purchas- 
er, making  requests 
to  the  manufacturer 
in  terms  of  quality 
and  so  on,"  says 
Takuma  Marukawa, 
head  of  joint  product 
planning  and  develop- 
ment for  the  Navajo. 
He  says  it  took  some 
getting  used  to,  but 
because  they  had  al- 
ready worked  togeth- 
er on  several  Fords 
based  on  Mazda  engi- 
neering, "both  sides 
know  well  that  there 
are  differences  be- 
tween our  systems." 

With  the  first  new 


Explorer  set  to  roll  off  the  production 
line  in  February,  1990,  the  design  was 
mostly  complete.  In  March,  1989,  a  team 
of  engineers  from  Mazda  gathered  to 
evaluate  the  first  Navajo  prototype  at 
the  Ford  plant  near  Louisville.  The  com- 
ments were  brutal.  The  Japanese  fes- 
tooned the  car  with  400  triangular  stick- 
ers, color-coded  to  indicate  problems  in 
everything  from  fit  and  finish  to  design, 
with  criticisms  scribbled  on  them.  After 
two  days,  there  were  so  many  stickers 
"you  could  hardly  see  the  paint,"  recalls 
Phong  T.  Vu,  head  of  the  Ford  team. 

Ford  liked  many  of  the  changes, 
though  it  nixed  a  good  percentage,  such 
as  Mazda's  demands  for  flashier  bump- 
ers. Decisions  usually  came  down  to 
money.  Making  changes  to  the  produc- 
tion line  for  no  more  than  18,000  Nava- 
jos— vs.  the  200,000  Explorers  Ford 
planned  to  build  each  year — would  add 
too  much  to  the  cost.  Although  the  Ex- 
plorer comes  as  either  a  sporty  two-door 
or  a  more  practical  four-door,  the  Nava- 
jo is  only  a  two-door.  Most  of  the  other 
differences  between  the  two  are  cosmet- 
ic: headlights,  wheels,  and  upholstery. 
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Keep  top  management  involved:  The  boss  must  set  a  tone  for  the  rela- 
tionship. Otherwise  middle  managers  will  resist  ceding  partial  control  of  a 
project  to  a  partner 

Meet  often,  and  often  informally:  Meetings  should  be  at  all  levels  and 
should  include  time  for  socializing.  Trust  can't  be  built  solely  around  a 
boardroom  table 

Use  a  matchmaker:  A  third  party  can  mediate  disputes,  suggest  new  ways 
of  approaching  the  partner,  and  offer  an  independent  sounding  board 

Maintain  your  independence:  Independence  helps  both  parties  hone  the 
areas  of  expertise  that  made  them  desirable  partners  in  the  first  place 

Allow  no  'sacrifice'  deals:  Every  project  must  be  viable  for  each  partner. 
It  is  up  to  senior  management  to  see  that  an  overall  balance  is  maintained 

Appoint  a  monitor:  Someone  must  take  primary  responsibility  for  monitor- 
ing all  aspects  of  the  alliance 

Anticipate  cultural  differences:  They  may  be  corporate,  or  national. 
Stay  flexible,  and  try  to  place  culturally  sensitive  executives  in  key  posts 


But  in  a  few  cases,  the  Ford  team  us( 
Mazda's  requests  to  push  for  changes  j 
the  Explorer  that  they  had  wanted  bt 
had  been  denied  by  their  higher-ups.  .ji 
one  point,  the  Ford  team  even  vidd- 
taped  Mazda  engineers  walking  arour. 
a  prototype,  pointing  out  problems  sui 
as  its  sluggish  steering,  to  replay  !) 
truck  operations  managers  back  in  Dea| 
born,  Mich.  As  a  result,  the  steering  wi 
improved  on  both  the  Explorer  and  t^ 
Navajo.  ! 
JUST  KIDDING.  Communication  betwe(|. 
the  two  groups  could  be  hard  at  timti 
but  they  did  their  best  to  lighten  tl|' 
mood.  There  was  a  lot  of  arm-flailiir 
and  miming  to  get  messages  across.  Ai^. 
one  Saturday,  as  the  Mazda  groii' 
worked  in  the  Louisville  plant,  the  ligh. 
suddenly  went  out  and  the  doors  arl 
windows  slammed  shut.  They  thougl. 
they  were  locked  in  for  the  weekendi- 
until  they  were  introduced  to  the  Amei- 
can  tradition  of  April  Fool's  Day.  ' 

On  Aug.  6,  1990,  two  years  of  fin- 
tuning  later,  the  first  Navajo  came  O;' 
the  line.  The  Navajo  won  Motor  Treil 
magazine's  1991  "Truck  of  the  Yea' 
award,  but  it  hasr; 
been  an  unqualifid 
success.  First-ye:" 
sales  hit  only  11,4(= 
Navajos,  well  sho^; 
of  the  18,000  go;. 
Clark  J.  Vitulli,  seni* 
vice-president  an 
general  manager  ' 
Mazda  Motors 
America,  blames  ■. 
slump  in  the  two-do* 
off-road  segment.  P- 
vately,  though,  son? 
Mazda  markete; 
complain  that  ev« 
with  Mazda's  inpij, 
the  vehicle  was  bar- 
cally  designed  to  Li- 
peal  to  domestic-c 
buyers,  not  the  ii- 
port  buyers  who  sho 
for  Mazdas.  Mazda ; 
keeping  that  in  mill 
while  designing  t? 
pickup  Ford  is  i 
manufacture.  Th 
Mazda  version  wi 
have  a  totally  diftV 
ent  exterior,  for  i- 
stance,  and  the  si- 
pension  may  be  tun! 
differently  than  (i 
the  Ford. 

If  the  Ford-Maz', 
partnership  eventu;- 
ly  blossomed  into  i 
happy  marriage,  : 
began  as  an  on-aga 
off-again  relationshi 


104  BUSINESS  WEEK/FEBRUARY  10,  1992 


COVER  SW 


FORD 


CKONG  FORD  TIRES:  ITS  AUTORAMA  DEALERSHIP  SETUP  WITH  MAZDA  HELPED  MAKE  FORD  THE  BEST-SELLING  FOREIGN  NAMEPLATE  IN  JAPAN 


)rd  started  buying  Mazda  trucks  for 
.le  in  Asia  in  1971.  That  same  year, 
enry  Ford  II  approached  Mazda,  then 
lown  as  Toyo  Kogyo  Co.,  about  buying 

stake  in  the  company.  He  was  re- 
iffed.  But  when  the  oil  crisis  of  1973 
masked  Mazda's  rotary  engines  as 
IS  guzzlers,  decimating  sales,  Mazda 
isperately  needed  a  helping  hand.  In 
177,  Mazda's  lead  lender,  Sumitomo 
ank,  put  Managing  Director  Sotoo  Tat- 
imi  in  charge  of  getting  Ford's  help, 
e  flew  to  Michigan  for  a  meeting  with 
fiilip  Caldwell,  then  Ford's  vice-chair- 
an,  and  Donald  E.  Petersen,  then  vice- 
•esident  and  head  of  international  busi- 
jss.  They  said  Ford  wasn't  interested, 
ut  their  one-hour  meeting  stretched  all 
ly  as  Tatsumi  pressed  his  case 
ir  the  advantages  of  a  tie-up 
\d  the  Ford  executives  canceled 
:her  appointments  to  listen. 

By  1979,  months  after  the  fall 
■  the  Shah  of  Iran  and  the  sec- 
id  oil  crisis,  Ford  saw  the  allure 
t  the  small-car  maker  and 
iught  a  257c  stake,  worth  about 
130  million.  To  help  pay  for  it, 
ord  swapped  land  in  Yokohama, 
ipan,  where  it  had  built  an  as- 
imbly  plant  in  1925.  Protection- 
t  laws  passed  in  1936  had  effec- 
vely  closed  the  plant,  and 
okyo  had  never  allowed  Ford  to 


reopen  its  operations  in  Japan.  In  addi- 
tion to  dividends  on  its  25%  stake,  which 
totaled  $14.3  million  last  year.  Ford  gets 
to  name  three  outside  directors  to  Maz- 
da's board,  while  a  fourth  Ford  employ- 
ee is  transferred  to  Mazda  to  become  a 
Mazda  employee  and  a  high-ranking  in- 
side director.  Ford's  share  in  Mazda  is 
now  worth  around  $1  billion. 
FIERCE  SQUABBLES.  In  its  early  years,  the 
alliance  didn't  exactly  run  with  the  fam- 
ous Mazda  hummmm.  Often,  national 
and  corporate  cultural  differences  stood 
in  the  partners'  path.  Even  the  way  that 
each  side  gave  presentations  was  a  mat- 
ter of  dispute.  'The  Americans  chafed  at 
the  Japanese  style  of  presenting  conclu- 
sions only  after  lengthy  explanations  of 


'ER  STORY 


HOW  THE  PARTNERS  STACK  UP 


FORD 

YEAR  ENDING  DEC.  31,1991 


MAZDA 

YEAR  ENDING  MAR,  31,1991 


$88.8 

BILLION  EST. 

REVENUES 

$15.8 

BILLION 

-$2.1  g 

BILLION  EST.  % 

NET  INCOME 
OR  LOSS 

$189 

MILLION 

5.4  MILLION 
URS  AND  TRUCKS  1 

WORLDWIDE 
UNIT  SALES 

1.4  MILLION 
CARS  AND  TRUCKS 

72,785 

CARS  AND  TRUCKS 

<      UNIT  ► 

IN  JAPAN    j^i^fj    IN  THE  U.S. 

343,612 

CARS  AND  TRUCKS* 

how  they  arrived  at  their  decisions. 

At  times,  too,  the  competitive  scpiab- 
bles  were  fierce.  Ford  coveted  Mazda's 
rotary  engine  for  use  in  a  sports  car,  but 
Mazda  wouldn't  share  the  design.  On 
another  occasion.  Ford  refused  to  let 
Mazda  copy  an  innovative  window  de- 
sign for  one  of  its  own  models.  Senior 
executives  on  both  sides  had  to  prod 
nay-saying  middle  managers,  who  didn't 
want  to  open  new  car  and  truck  projects 
to  scrutiny  by  a  competitor.  Sumitomo 
Bank  often  had  to  step  in  and  mediate. 
After  more  than  a  decade,  though,  most 
of  the  spats  and  misunderstandings  are 
behind  them.  "They  don't  need  us  so 
much  anymore,"  says  Sumitomo's  Tat- 
sumi, now  chairman  of  the  bank. 

Nevertheless,  competition  be- 
tween the  two  is  inevitable.  Ford 
is  a  mass-marketer  of  cars,  while 
Mazda  is  a  niche-marketer.  Wise- 
ly, each  keeps  certain  products 
off-limits  to  the  other.  Mazda 
dearly  wanted  a  four-door  Nava- 
jo, but  Ford  refused:  The  four- 
door  was  to  be  its  first  real  chal- 
lenger to  Jeep's  Cherokee,  and 
Ford  wanted  it  as  an  exclusive. 
Conversely,  says  Mazda  Vice- 
Chairman  Norimasa  Furuta: 
"Some  models,  like  the  Miata,  we 
keep  to  ourselves." 
Still,  Ford  and  Mazda  have 
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taught  each  other  plenty.  Ford  used  to 
hire  outside  specialty  shops  to  build  pro- 
totypes of  new  models.  But  Mazda  saw 
prototypes  as  a  stej)  toward  manufactur- 
ing— proof  that  a  car  could  meet  quality 
standards  and  be  built  efficiently.  So 
when  Ford  and  Mazda  built  the  new  Es- 
cort back  in  1989,  all  prototypes  used 
genuine  suppliers'  parts  and  were  as- 
sembled by  Ford  workers  on  lines  set  up 
to  replicate  the  final  assembly  line.  Ap- 
plying that  lesson,  Ford  built  prototypes 
of  its  new  1992  Taurus  and  Sable  sedans 
on  the  same  assembly  line  alongside  the 
old  models. 

Ford  found  the  whole  Es- 
cort program  especially  eye- 
opening  when  it  came  to 
supplier  relations.  Ford 
thought  it  was  tough  with 
its  suppliers  but  realized  it 
had  been  tough  only  on 
price,  whereas  Mazda  is  de- 
manding on  quality  and  de- 
livery dates  but  sometimes 
bends  on  prices.  The  Escort 
program  also  reminded  Ford 
of  the  benefits  of  working 
with  fewer  vendors.  Ford 
has  adopted  a  similar  tack  in 
North  America,  where  it  will 
cut  its  1,200  suppliers  by  300 
by  199.5. 

BRIGHT  IDEAS.  After  seeing 
how  Mazda  benefits  from 
the  many  small  ideas  pro- 
duced by  its  workers.  Ford 
overhauled  the  cumbersome 
suggestion  program  at  its 
Escort-building  Wayne 
(Mich.)  plant.  Now,  ideas  are 
written  up  by  the  team 
member  with  the  best  pro- 
posal-writing skills  or  by  a 
supervisor.  At  its  Hermosi- 
llo  plant.  Ford  followed  Maz- 
da practice  and  built  a  near- 
by stamping  plant.  In  Ford's 
previous  system,  centralized 
stamping  plants  turned  out 
hundreds  of  thousands  of 
door  panels,  say,  which  were 
then  shipped  to  several  as- 
sembly plants.  But  the  panels  were  of- 
ten damaged  in  transit.  The  Mercury 
Tracer  made  in  Hermosillo  quickly  be- 
came recognized  as  Ford's  best-built  car. 

The  revelations  have  flowed  in  the 
other  direction,  too.  Ford  gave  Mazda 
access  to  some  sophisticated  computer 
programs  for  measuring  noise  and  vibra- 
tion, as  well  as  electronic  systems  that 
help  control  engine  emissions.  Mazda 
hopes  to  profit  from  Ford's  marketing 
knowhow,  too.  Working  together  on  the 
Navajo/Explorer,  Mazda  got  a  close  look 
at  the  customer  surveys  Ford  had  col- 
lected on  the  old  Bronco  II,  the  Explor- 


er's predecessor.  Ford  had  used  the  sur- 
veys to  show  engineers  which  compo- 
nents or  vehicle  systems,  such  as 
heating  and  air  conditioning,  customers 
felt  strongest  about.  Mazda  came  away 
so  impressed  that  last  year  it  adopted 
the  Ford  system  wholesale,  even  retain- 
ing the  same  Detroit-based  research 
firm  to  compile  the  data. 

At  other  times,  the  partners  have  giv- 
en each  other  a  helping  hand  of  the  most 
practical  sort.  When  a  stamping  press  at 
Mazda's  Flat  Rock  (Mich.)  plant  broke 
down  two  years  ago,  Mazda  called  over 


SHARE  AND  SHARE  ALIKE:  FORD  BUILDS  MAZDA'S  NAVAJO  OFF-ROADER 
IN  LOUISVILLE,  WHILE  MAZDA  MAKES  FORD'S  TELSTAR  IN  HIROSHIMA 


to  Ford's  nearby  plant  in  Woodhaven 
and  asked  to  use  its  stamping  press.  No 
problem,  said  Ford.  Mazda  was  able  to 
keep  the  Flat  Rock  line  moving.  On  oth- 
er occasions,  when  local  assembly  plants 
ran  low  on  small  bolts  or  other  parts, 
they  have  borrowed  emergency  truck- 
loads  from  each  other. 

What's  the  secret?  "The  most  impor- 
tant point  is  for  people  to  meet  face-to- 
face  and  freely  talk,"  explains  President 
Wada.  Much  of  the  credit  for  keeping 
everyone  talking  belongs  to  the  four 
men  who  monitor  the  alliance,  W. 
Wayne  Booker,  Gunderson,  Wada,  and 


Shigeo  kasuga,  the  man  they  call  "Mi 
SMSG,"  as  in  senior  management  strat( 
gy  group.  Kasuga,  a  director  with  pr 
,  mary  responsibility  for  the  Ford  allianc* 
earned  his  nickname  at  a  meeting  of  th 
group  in  Florida  four  years  ago.  When 
fire  alarm  interrupted  the  session  at  2  i 
the  morning,  he  was  the  only  one  of  th 
executives  who  remembered  to  bring  th 
meeting's  documents  out  of  the  buildin 
to  safety. 

PARTY  TIME.  The  partners  hold  a  threi 
day  SMSG  meeting  once  every  eigl 
months.  It  includes  the  top  three  execi 
tives  from  Ford  and  Mazd; 
plus  some  half-dozen  othe 
operating  heads.  The  firs 
two  days  are  all  busines: 
but  the  third  is  always  n 
served  for  getting  to  knoi 
each  other  informally.  A 
though  Mazda  executive 
have  been  disappointed  b 
how  few  top  Ford  execi 
tives  like  to  play  golf,  bot 
groups  seem  to  have  a  tast 
for  California  wines:  At  th 
party  closing  each  day's  se; 
sion  last  time,  the  manager 
toasted  each  other  with  Chi 
teau  Montelena  Chardonna 
and  Stag's  Leap  Caberne 
Sauvignon. 

The  SMSG  meetings  ar 
part  of  a  yearlong  parade  c 
meetings  and  get-togethen 
Four  months  after  eac 
SMSG  meeting.  Ford  Chaii 
man  Harold  A.  "Red"  Po 
ing,  Mazda  Chairman  Ken 
chi  Yamamoto,  and  thei 
two  closest  lieutenants  me€ 
to  discuss  industry  and  ec( 
nomic  trends  and  broa 
strategies  for  cooperatioi 
Twice  a  year,  the  heads  c 
product  planning  and  deve 
opment  meet,  as  do  the  pn 
duction  and  production  eng 
neering  vice-presidents.  I 
between,  there  are  hundred 
of  joint  product-plannin, 
sessions.  The  jointly  owne 
Autorama  dealer  network  in  Japan  wa 
conceived  at  one  of  the  SMSG  meeting; 
But  other  successful  project  ideas  hav 
perked  up  from  below.  Kasuga  est 
mates  that  only  five  ideas  survive  fror 
every  1,000  suggestions,  but  that's  fin 
with  him.  "The  experience  of  failure  i 
an  important  lesson  to  us,"  he  says. 

Sometimes  they  agree  to  disagree 
Ford  and  Mazda  negotiated  over  a  min 
van  for  three  years  in  the  1980s.  Bot 
wanted  a  new  model  with  the  engine  u 
front,  instead  of  under  or  between  th 
seats.  But  Ford  wanted  a  front-whee 
drive  model,  and  Mazda  insisted  on  reai 
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id  (Irivf.  Filially,  lliey  simply 
pped  it.  While  Mazdu  developed  its 
',  Ford  negotiated  a  joint  project 
1  Nissan.  Going  on  sale  this  fall  as 
Mercury  Villager  and  Nissan  Quest, 
minivan  was  engineered  and  de- 
led  by  Nissan.  Engines  and  body 
els  produced  at  Nissan's  plant  in 
^rna,  Tenn.,  will  be  used  to  assemble 
vehicles  at  a  renovated  Ford  plant 
)hio. 

ord  and  Mazda  may  have  hit  an  im- 
se  over  their  plans  for  Europe,  too. 

two  were  supposed  to  have  signed  a 
1  by  the  end  of  1991,  but  it  has  now 
n  put  off  until  midyear  or  later.  If 

agreement  slips  beyond  that,  the 
)le  project  could  be  in  jeopardy,  be- 
se  there  would  be  little  time  to  devel- 
the  expected  model — based  on  a  re- 
d  European  Escort — for  the  planned 
5  unveiling. 

t  first,  Mazda  officials  wanted  a 
}ue  car  based  on  one  of  their  models, 
Ford  finally  convinced  them  that  Eu- 
3an  volumes  wouldn't  justify  it.  And 
two  partners  have  recently  been 
)bling  over  the  cost  of  the  project, 
•e  ominously,  some  Ford  officials  are 
stioning  the  very  notion  of  working 
partners  with  Mazda  in  Europe, 
ere  may  be  a  spillover  benefit  in  fu- 
?  products,"  says  one  Ford  executive, 
it  there  is  a  downside:  We  are  assist- 
a  competitor  to  get  into  a  market  in 
;h  more  depth  than  they  would  on 
r  own." 

'TENED  BLOW.  To  the  senior  people 
lin  the  Ford-Mazda  partnership,  that 
1  of  talk  is  painfully  narrow-minded. 
-  dealing  with  friction  between  Japan 
the  West  is  all  part  of  making  the 
giance  work.  A  perfect  example  is 
minivan  "dumping"  controversy.  The 
ida  MPV  was  one  of  the  vans  the  Big 
•ee  recently  charged  were  being 
nped  in  the  U.  S.  at  prices  below  cost, 
a  preliminary  ruling  on  Dec.  20,  the 
nmerce  Dept.  found  that  MPVs  were 
ig  dumped,  but  only  at  7%  below 
t,  far  less  than  the  maximum  30'/'  the 
5.  industry  had  alleged, 
'he  process  has  been  a  strain  on  Ford- 
zda  ties,  to  say  the  least.  Benton  tried 
Base  things  by  delivering  a  letter  to 
zda's  then-President  Norimasa  Fu- 
1  informing  Mazda  of  the  impending 
idumping  petition  one  day  before  it 
;  filed  in  Washington.  That,  and  the 
t  that  the  filing  was  seen  as  an  indus- 
wide  political  move,  softened  the  blow 
Ford's  participation.  But  it  was  still  a 
w.  "If  I  said  we  weren't  disappointed, 
t  would  be  a  lie,"  says  current  Presi- 
it  Wada.  "But  we  understand."  A 
rriage  counselor  couldn't  have  said  it 
■  better. 

James  B.  Treece  in  Detroit  and  Karen 
vry  Miller  in  Tokyo,  with  Richard  A. 
cher  in  London 


GM  AND  ISUZU: 
A  WASTE  OF  SYNERGY 


It  was  the  final  question  of  a  long 
December  press  conference:  Would 
General  Motors  Corp.  be  plowing 
any  more  money  into  troubled  Japa- 
nese carmaker  Isuzu  Motors  Ltd.,  of 
which  it  already  owns  37.5'/'  ?  GM  Chair- 
man Robert  C.  Stempel  handed  the 
question  off  to  Vice-Chairman  John  F. 
Smith  Jr.,  but  not  before  mispronounc- 
ing the  name  "eye-zoo-zoo."  Smith, 
head  of  international  operations,  curt- 
ly explained  that  GM  planned  no  capi- 
tal investment  in  the  company,  which 
he  wrongly  called  "eh-zoo-soo."  The 
correct  pronunciation: 
"eee-soo-zoo." 

The  scene  speaks  vol- 
umes about  GM's  21- 
year  relationship  with 
Isuzu.  Isuzu  supplies 
engines  and  vehicles 
for  the  GM  and  Opel 
badges.  But  unlike 
Ford  and  Mazda,  which 
jointly  develop  and  pro- 
duce cars,  GM  and  Isuzu 
have  each  largely 
hugged  their  own  side 
of  the  road.  Insiders 
concede  that  potential 
synergies  have  gone  to 
waste.  GM  passenger 
chassis  could  be 
powered  by  state-of- 
the-art  Isuzu  engines, 
they  note.  And  GM 
could  aid  Isuzu's  lack- 


luster passenger-car 
sales  with  its  worldwide 
marketing  strength. 
But  all  too  often,  the 
partners  duplicate  re- 
sources rather  than 
make  them  mesh.  Nei- 
ther company's  man- 
agement has  shown  a 
real  commitment  to 
working  together. 
NASTY  SHOCK.  The  partnership's  trou- 
bles were  never  more  obvious  than  on 
Christmas  Day,  when  the  No.  6  Japa- 
nese vehicle  maker  posted  a  $381  mil- 
lion pretax  loss  on  sales  of  $9.02  billion 
for  the  year.  Despite  its  hefty  stake, 
GM  was  blind-sided  by  Isuzu's  woes. 
"We  found  ourselves  not  very  knowl- 
edgeable about  the  problems  and  how 
Isuzu  got  into  them,"  admits  Thomas 
S.  McDaniel,  GM's  vice-president  for 
Asian  and  Pacific  operations. 

Now,  McDaniel  is  dispatching  Don- 
ald T.  Sullivan,  48,  to  take  day-to-day 
line  authority  over  corporate  planning. 


A  NOT-SO-HAPPY 
MARRIAGE 

1971  General  Motors  buys 
34.2%  of  Isuzu's  shares.  Six 
months  later,  Isuzu  ships  its 
first  vehicles  to  GM-the 
Chevy  Luv  truck 

1976  The  GM-lsuzu  alli- 
ance's first  passenger  car, 
marketed  as  Buick  Opel  by 
Isuzu,  arrives  in  the  U.S. 

1982  To  finance  an  Isuzu 
plant  expansion  that  is  to 
supply  GM  with  220,000 
passenger  cars,  GM  buys 
Isuzu  convertible  bond  issue 
worth  $200  million 

1985  The  strategy  fizzles 
when  Japan  expands  volun- 
tary export  quotas  but  still 
limits  Isuzu  to  120,000  cars 
for  the  U.S.  market 


1992  After  Isuzu  posts  pre 
tax  loss  of  $381  million  for 
fiscal  1991,  a  startled  GM 
sends  strategic  planning  di- 
rector Donald  Sullivan  to 
oversee  the  alliance 


manufacturing,  and  engineering — a 
highly  unusual  post  for  an  American  to 
hold  at  a  Japanese  company.  Strategic 
planning  director  of  the  Chevrolet-Pon- 
tiac-GM  of  Canada  Group  since  1989, 
Sullivan  has  worked  with  Isuzu  in 
many  positions,  dating  back  to  a  spell 
at  Chevy  in  the  late  1970s  importing 
Isuzu-built  Opels.  He  replaced  Kazu- 
hira  Seki  as  vice-president  in  late  Janu- 
ary, when  Seki  became  president.  An- 
other GM  man,  Philip  F.  Murtaugh,  will 
oversee  product  planning.  Both  will 
join  the  Isuzu  payroll. 

GM  promises  to  pay 
better  attention  to  its 
partner.  For  starters,  it 
plans  to  buy  more  from 
Isuzu.  GM  now  pur- 
chases more  than  20% 
of  Isuzu's  output,  de- 
pending on  it  for  the 
light,  medium,  and 
heavy  trucks  it  markets 
outside  of  North  Ameri- 
ca plus  90,000  U.  S.- 
bound  Geo  Storm  sub- 
compacts  and  500,000 
transmissions.  It's  dou- 
bling the  number  of 
diesel  engines  it  buys 
for  Opel,  to  more  than 
80,000  per  year.  But  it 
still  has  no  plans  to 
share  the  development 
costs,  says  McDaniel. 

SLOWPOKES.  Isuzu, 

known  as  a  leading 
truckmaker  with  supe- 
rior diesel  engines,  ad- 
mits it  mismanaged  it- 
self into  the  red. 
Indecision  during  a 
late-1980s'  truck  boom 
left  it  in  the  dust  when 
competitors  quickly  ex- 
panded production  ca- 
pacity and  cranked  out 
products.  Just  as  Isuzu's  conservative 
managers  finally  tripled  capital  invest- 
ment, the  market  skidded.  And  it  still 
maintains  a  money-losing  passenger 
line  accounting  for  only  15%  of  sales. 

Now,  Isuzu  executives  have  got  Sul- 
livan to  help — and  they  seem  upbeat 
about  it.  Still,  this  relationship  has  a 
long  way  to  go:  GM  offered  to  send 
Sullivan  to  a  six-month  total-immersion 
course  in  Japanese,  but  Seki  nixed  it, 
saying  Sullivan  would  only  learn 
enough  to  get  into  trouble. 

By  Karen  Lowry  Miller  in  Tokyo,  with 
James  B.  Treece  in  Detroit 
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STRATEGIES  I 


THERE'S  MORE  THAN  BEER 
IN  MOLSON'S  MUG 


Its  chemicals  aiid  do-it-yourself  chain  may  soon  outearn  the  suds 


(it  surprisinp:ly,  one  of  the  first 
([iiestions  that  Marshall  A. 
"Mickey"  Cohen  was  asked  after 
bein^r  named  head  of  Molson  Cos.  in  late 
1988  was  whether  he  drank  beer.  Sur- 
prisinj^ly,  he  admitted  he  preferred  wine. 
An  oenophile  running  the  brewer  with 
52'!  of  the  Canadian  market  and  the 
No.  2  imported  beer  in  the  U.  S.?  It 
didn't  seem  right. 

In  fairness,  Cohen,  56,  does  sip  one  of 
Molson's  47  lirands  every  now  and  then. 


Molson  a  standout  among  North  Ameri- 
can brewers,  which  generally  haven't 
had  much  success  in  their  ventures  be- 
yond beer.  So  far,  investors  like  what 
they  see.  Molson  shares  are  up  767f  ,  to 
$33.75  Canadian,  since  Cohen's  arrival 
(chart).  Over  the  same  period,  the  broad- 
based  Toronto  Stock  Exchange  800  index 
has  risen  only  77'. 

But  Cohen's  work  is  far  from  over.  He 
needs  to  improve  the  long-anemic  earn- 
ings of  the  nonbeer  units,  and  he  must 


market.  He  says  he'll  do  that  by  unde 
cutting  domestic  producers  on  price- 
though  with  all  imports  just  37c  of  tl 
market  now,  Stroh's  is  aiming  high. 

To  fight  back,  Molson  is  pursuing 
risky  strategy.  Because  there  is  lift 
price  competition  in  the  Canadian  bet 
market,  brewers  have  tried  to  gain  shai 
by  spending  heavily  to  promote  their  ir 
age.  Now,  Cohen  wants  to  cut  his  ma 
keting  budget  to  meet  American  price 
Skimping  on  marketing  in  the  midst  < 
an  invasion  by  U.  S.  companies  ma 
seem  foolish,  but  Cohen  is  counting  c 
Canadian  drinkers  to  remain  loyal.  Trir 
ming  the  marketing  budget  "is  not  tl 
reaction  I  would  have  to  the  threat  ( 
U.  S.  imports,"  says  William  A.  Saup 
Miller  Brewing  Co.'s  vice-president 
charge  of  international  business.  Reton 
Cohen:  "It  will  be  a  long  time  before  tl 
big  Canadian  brands  are  threatened." 

Meanwhile,  Cohen  will  continue  I 
]:)lug  away  at  the  $2.5  billion  U.  S.  impo 


THE  MIX  THAT  GIVES  MOLSON  AN  EFfERVESCENT  STOCK 

Esf.  1992  revenues'  Percent 

Millions  of  U.S.  dollars     of  total 


SPECIALTY  CHEMICALS 

Cleaning  and  sanitizing 
products  marketed 
through  Diverse/  Corp. 


BEER  Molson  beers  and 
foreign  brands,  such  as 
Foster's  and  Miller 
brewed  under  license 


RETAIL  Beaver  Lumber 
Co.,  Canada's  only 
notional  chain  of  home- 
improvement  centers 


SPORTS  Montreal 
Canadiens  hockey  team, 
winner  of  23  Stanley 
Cup  championships 


^7 


CLOSING  PRICE 
PER  MOLSON  'A'  SHARE 


•FISUIYUR  ENDING  MAR.  31 
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COHEN  WILL  SOON  FACE  AN  ASSAULT 
BY  BREWS  IMPORTED  FROM  THE  U.S.  ' 


But  his  taste  for  wine  was  a  tip-off  that 
things  were  about  to  change.  In  an  ef- 
fort to  revitalize  one  of  Canada's  chronic 
underperformers,  Cohen  has  revamped 
all  of  Molson's  operations.  All,  that  is, 
except  the  IVIontreal  Canadiens  hockey 
team,  which  hardly  needs  fixing  with  a 
record  23  Stanley  Cups  to  its  credit. 
SHARES  SOAR.  By  forming  a  joint  ven- 
ture with  rival  Carling  O'Keefe,  whose 
brands  include  Carling  Black  Label,  Co- 
hen has  transformed  Molson  from  a 
sluggish  No.  2  into  Canada's  dominant 
brewer.  And  with  beer  consumption  es- 
sentially flat,  he's  placing  more  empha- 
sis on  Molson's  two  key  diversifications: 
specialty  chemicals  for  cleaning  and  san- 
itizing, and  a  retail  home-improvement 
chain.  If  his  push  pays  off,  it  could  make 


defend  Molson  Breweries  against  a  com- 
ing assault  by  U.  S.  beermakers.  Last 
fall,  a  General  Agreement  on  Tariffs  & 
Trade  panel  ruled  that  Canada  was  un- 
fairly excluding  U.  S.  beer  imports.  Can- 
ada has  until  late  March  to  propose  a 
plan  to  open  its  market,  or  face  stiff 
U.  S.  import  duties  on  its  brews. 

Cohen  insists  he  isn't  afraid  of  the  Big 
Three  American  beermakers:  Anheuser- 
Busch,  Miller,  and  Coors  are  already 
represented  through  licensing  deals  in 
Canada.  These  relationships  are  not  ex- 
pected to  change  once  the  market  opens 
up.  But  smaller  American  brewers  could 
give  Cohen  fits.  Jovan  Jovanovski,  mar- 
keting director  of  Detroit-based  Stroh 
Brewery  Co.,  vows  his  brand  will  grab 
12%  to  15%  of  the  $7.7  billion  Canadian 


market.  Molson  surpassed  Corona  as  tl 
No.  2  import  in  1990,  but  it  still  laj. 
behind  Heineken-Amstel,  207'  to  30' 
With  consumption  relatively  flat  and  ii 
ported  beer  losing  ground  in  the  U.  b 
"further  gains  won't  come  easily, 
warns  Benj  Steinman,  executive  edit( 
of  Beer  Marketer's  Insights. 
ENDING  A  STALEMATE.  To  expand  beyo! 
North  America,  Cohen  would  like  to  bi' 
up  to  40'A  of  Foster's  Brewing  Groi 
Ltd.  of  Australia.  The  parent  of  Carlii 
O'Keefe,  Molson's  joint-venture  partne 
Foster's  is  the  world's  No.  4  brewer  ai, 
may  need  equity  partners  after  disa 
trous  results  in  its  nonbeer  businesse 
But  the  competition  is  very  keen.  "A 
most  every  brewer  is  going  to  have 
good  look  at  Foster's,"  says  Justin  Hi 
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Schwab  wrote  the  book  on  how 
to  find  a  Financial  Advisor. 


As  your  capital  multiplies,  so  does 
the  time  and  skill  it  takes  to  invest. 

If  you're  like  many  investors,  you 
might  prefer  professional  guidance. 
At  Schwab,  we  recommend  getting 
objective  advice  that's  free  of  sales 
pressure.  So  we  wrote  this  book  to 
help  you  find  an  expert— one  who's 
concerned  with  your  best  interests. 

The  Charles  Schwab  Guide  to 
Selecting  a  Financial  Advisor  gives 
you  the  information  you  need  to  single 
out  which  advisor  feels  right  to  you. 
Here  are  the  key  questions  to  ask. 
Plus  a  few  tips  to  help  you  assess 
whether  their  style  and  strategies 
are  compatible  with  your  financial 
goals. 

This  guide  also  includes  a  directory 
with  addresses,  phone  numbers  and 
stated  investment  philosophies  of  over 
330  advisors. 

If  you'd  appreciate  help  managing 
your  money  call  now  for  your  free  copy 
of  the  new,  expanded  edition  of  The 
Charles  Schwab  Oiiide  to  Selecting 
a  Fmancial  Advisor. 

•Charles  Schwal)  &  Co.,  Inc.  does  not  endorse  or 
recommend  any  particular  advisor  None  of  these  Financial 
Advisors  are  employed  by  Charles  Schwab  &  Co.,  Inc. 

Call  now,  toll-free: 

800-442-5111  ext.  308 


Charles  Schwab 


Exchange,  Inc.      ©  1992  Charles  Schwab  8  Co .  Inc.      All  Rights  Reserved 
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ford,  an  analyst  with  Potter  Warburg. 

A  former  Canadian  deputy  finance 
minister,  Cohen  knows  his  way  around 
the  bargaining:  table.  Molson  had  been 
talking  to  Carling  and  Foster's  about  a 
joint  venture  for  months  before  his  ar- 
rival from  Olympia  &  York.  But  negotia- 
tions had  stumbled  over  wlio  would  con- 
trol a  merged  brewery.  Cohen  quickly 
broke  the  stalemate  by  offering  Foster's 
a  50'/'  stake  in  a  new  comi)any  known  as 
Molson  Breweries. 

By  combining  Carling's  20'J  market 
share  with  Molson's  32' J,  the  new  com- 
pany surpassed  Labatt,  now  No.  2  with 
427c.  After  closing  seven  of  16  plants, 
Molson  Breweries  is  now  Canada's  low- 
est-cost brewer — and  its  most  profitable. 
In  fiscal  1991,  Molson  logged  $137  mil- 
lion in  operating  profits  from  beer,  triple 
the  level  of  just  four  years  ago.  But  a 
$184  million  write-down  on  a  1989  invest- 
ment in  the  parent  company  of  Foster's 
pulled  Molson  into  the  red  in  fiscal  1991. 
The  net  loss  was  $33  million,  while  sales 
were  flat  at  $2.2  billion. 

To  get  more  out  of  his  chemical  busi- 
ness, Cohen  brought  in  Derek  Cornth- 
waite,  a  hard-charging  25-year  veteran 
of  British  giant  Imperial  Chemical  In- 
dustries PLC.  Cornthwaite  stunned  ana- 


lysts in  early  1991  by  telling  them  he 
intended  to  turn  Molson  into  a  chemical 
company.  That's  not  as  absurd  as  it  may 
sound.  Diversey  Corp.,  Molson's  special- 
ty-chemicals business,  is  a  big  player  in 
the  $7  billion  cleaning  and  sanitizing  in- 
dustry. Now  operating  in  35  countries,  it 
is  positioned  to  grow  rapidly  as  less-de- 
veloped countries  improve  the  sanitation 
of  the  food  processors,  restaurants,  and 


Consolidating  plants 
has  made  Molson  Canada's 

lowest-cost — and 
most  profitable — bre'wer 


other  operations  served  by  Diversey. 

Last  April,  Diversey  completed  its 
largest-ever  merger:  a  $243  million  pur- 
chase of  DuBois  Chemicals  Inc.  The  deal 
should  help  boost  Diversey's  sales  al- 
most 50'/'  this  year,  to  $1.1  billion.  Du- 
Bois makes  Diversey  the  No.  2  player  in 
the  critical  U.  S.  cleaning  and  sanitizing 
market  and  gives  it  a  wholly  owned  Jajj- 
anese  subsidiarv  as  well.  Cornthwaite 


vows  that  this  position,  together  withv 
restructuring  program,  will  help  rai; 
Diversey's  profit  margin  to  10''/'  froi 
57'.  Earnings  on  chemicals  would  thn 
begin  to  challenge  those  from  beer. 

Cohen  is  also  expecting  a  lot  mo; 
from  Beaver  Lumber  Ltd.,  CanadcS 
only  national  home-improvement  reta^ 
er.  Jack  Edwards,  a  30-year  veteran  ' 
the  more  competitive  U.  S.  market,  wf, 
shocked  at  how  out-of-date  Beaver  w;, 
when  he  took  charge  in  late  1989.  Bd- 
ver's  185  stores  had  little  central  dire- 
tion.  "Every  store  was  doing  its  oVi 
thing,"  he  recalls.  Now,  Edwards  is  ii- 
proving  controls.  And  he  wants  to  crea; 
Canada's  first  chain  of  full-service  hon  - 
improvement  warehouse  stores,  aloi; 
the  lines  of  Home  Depot  Inc.  in  the  U. . 
He  has  even  recruited  former  Home  I  - 
pot  managers  in  the  hopes  of  repeatir 
that  company's  success. 

By  1994,  Cohen  wants  to  double  t'; 
profit  margins  of  his  nonbeer  busine;. 
If  he  does,  they  would  account  for  moi 
than  half  of  Molson's  operating  profi:; 
up  from  24";'.  To  Cohen,  that  would  j 
more  than  enough  reason  to  raise  i 
glass — of  beer,  of  course. 

By  William  C.  Si/monds  in  Toronto,  wk 
bureau  report!^ 


New  Audi  Takes  Aim  At  Lexus  And  Acura. 


in  order  to  stand  out  in  the  highly  competitive  American  car  market,  Audi  has  invested  millions  ot 
dollars  in  redesigning  and  rethinking  every  automobile  in  its  line-up,  starting  with  the  all-new  Audi  100  V-6.  At 
a  base  price  of  only  $29,900f  it's  clear  Audi  is  not  content  to  let  Lexus  and  Acura  comer  the  market.  Indeed, 
Audi  believes  the  new  100  will  break  from  the  pack,  being  the  first  new  automobile  in  its  class  to  offer  Gemian 
engineering  with  Japanese  pricing.  With  front-wheel  drive,  drivers  side  air  bag.  and  ABS  standard  on  every 
Audi  100,  lapanese  car  buyers  may  find  the  new  Audi  too  good  a  value  to  ignore. 

-  KARL  TREUTLER,  DETROIT 

'Manufacturer's  suggested  retail  pnce,  excluding  taxes,  license,  freight,  dealer  charges  and  options  Pnce  subject  to  change  100  S  shown  with  $470  opnonal  metallic  paint 
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The  latest 
development 
in  Enterprise 
Networking 

in  two  words: 


ascomTimeplex 


lOOK  WHO'S  GOT 
THE  LAST  lAUGH  NOW 

Forstmann  Little  sat  out  the  LBO  frenzy.  Now,  it's  sitting  pretty 


Just  a  few  years  ago,  Theodore  J. 
P'orstmann's  fellow  Wall  Street  deal- 
men  scorned  him  as  an  annoying 
anachronism.  In  the  epic  takeover  battle 
fought  over  lUR  Nabisco  Inc.  in  1988, 
Forstmann  Little  &  Co.  didn't  even  make 
a  bid,  standing  on  principle,  of  all  things. 
In  the  best-selling  book  Barbarians  at 
the  Gate,  Forstmann  came  across  as  a 
stif-righteous  blowhard,  raging  against 
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the  reckless  venality  of  the  deal  game 
even  as  his  nemesis,  Kohlberg  Kravis 
Roberts  &  Co.,  engineered  history's  larg- 
est leveraged  buyout.  At  one  point, 
Forstmann's  own  banker  asked  in  exas- 
peration: "What  are  you,  a  priest?" 

Oh,  how  times  have  changed.  Today, 
it's  evident  not  only  that  kkr  overpaid 
but  that  the  RJR  deal  marked  the  peak  of 
1980s  deal  mania.  Teddy  Forstmann  was 


right,  and  for  the  right  reasons.  It's  sa} 
that  virtue  is  its  own  reward.  On  W; 
Street,  though,  there's  a  financial  angi: 
to  everything.  Having  avoided  the  cat 
strophic  deals  that  now  burden  so  man 
high-leverage  investors,  Forstmann  Lj 
tie  boasts  unequaled  rates  of  retail 
(table).  And  while  many  LBO  promote! 
are  virtually  moribund  for  lack  of 
nancing,  Forstmann  Little  is  constrain( 
only  by  its  own  investment  discipline. 
'PHENOMENAL.'  The  latest  evidence  ■ 
Forstmann  Little's  prosperity  surfac( 
on  Jan.  29.  Just  two  days  after  R.  ] 
Macy  &  Co.  (LBO,  Class  of  '86)  collaps( 
into  Chapter  11,  Forstmann  Little  a 
nounced  plans  to  bring  public  Gu 
stream  Aerospace  Corp.  Two  years  ag 
Forstmann  Little  joined  with  Allen 
Paulson,  Gulfstream's  founder,  to  bi 
the  executive-jet  maker  from  ChrysL 
Corp.  If  Gulfstream  fetches  the  $20  p 
share  it  is  seeking,  the  Forstmaff 


finaIe 


)up's  $100  million  equi- 
investment  will  have  a 
rket  value  of  $500  mil- 
1.  That's  an  imputed 
urn  of  123%  a  year. 
V  few  weeks  earlier, 
'Stmann  Little  closed 

sale  of  its  FL  Indus- 
!S  Inc.,  a  manufacturer 
electronic  components, 
fstmann  Little  now 
;  fully  divested  11  of 

18  companies  it  has 
[uired  since  the  firm 
3  founded  in  1978.  On 

$2.67  billion  of  capital 
ested  in  these  11  com- 
ted  investments, 
•stmann  has  returned 
2%  a  year,  on  average, 
its  debt  investors  and 
1%  to  its  equity  inves- 
s — or  more  than  dou- 
the  average  equity  re- 
n  claimed  by  kkr. 
orstmann's  numbers 

clearly  phenomenal," 
s  Steven  Gaines,  pub- 
ler  of  the  Private  Eq- 
y  Analyst  newsletter, 
'hese  astronomic  averages  are  likely 
lecline  somewhat  as  Forstmann  Little 
ests  the  seven  operating  companies 
1  under  its  control.  The  group  in- 
des  the  buyout  firm's  only  real 
iker,  Pullman  Co.,  which  manufac- 
es  industrial  components.  With  cash 
w  running  40%  below  projections, 
"Stmann  decided  last  fall  to  defer  in- 
est  payments  on  Pullman's  $250  niil- 
%  of  subordinated  debt.  John  A. 
•ague,  the  Forstmann  partner  in  clos- 

contact  with  Pullman,  predicts  that 

company  will  make  good  on  all  its 
)t  payments.  As  for  the  $65  million  in 
lity,  however,  "the  prospect  of  a  posi- 
;  return  is  remote,"  Sprague  says, 
^orstmann's  institutional  investors 

taking  Pullman's  troubles  in  stride, 
'hen  you  invest  in  an  LBO  partnership, 
\  expect  two  or  three  deals  to  be  los- 


fORSTMANN'S 
HOLDINGS 


GRIMES  AEROSPACE 

ACQUIRED  1986 

$730  MILLION 

PURCHASE  PRICE 

LEAR  SIEGLER 

ACQUIRED  1987 

$2,100  MILLION 

PURCHASE  PRICE 

PULLMAN 

ACQUIRED  1988 

$670  MILLION 

PURCHASE  PRICE 

GULFSTREAM  AEROSPACE 

ACQUIRED  1990 

$850  MILLION 

PURCHASE  PRICE 

GENERAL  INSTRUMENT 

ACQUIRED  1990 

$1,750  MILLION 

PURCHASE  PRICE 

ALDILA 

ACQUIRED  1992 

$83  MILLION 

PURCHASE  PRICE 
DATA,  FORSTMANN  limE  &  CO. 


ers  and  another  five  to 
eight  to  be  just  0.  K.," 
says  John  B.  Carroll, 
president  of  GTE  Invest- 
ment Management  Corp., 
an  investor  since  the  ear- 
ly 1980s.  "The  fact  that 
Pullman  is  Forstmann's 
only  problem  is  quite  re- 
markable. Teddy  Forst- 
mann has  always  walked 
the  way  he's  talked,  and 
in  this  business  that 
counts  for  a  lot." 
GROWTH  MODE.  Vindica- 
tion has  mellowed  Teddy 
Forstmann  a  bit.  In  five 
hours  of  interviews  with 
BUSINESS  WEEK,  he  did 
not  once  disparage  Kohl- 
berg  Kravis — directly, 
anyway.  "I  still  don't 
think  that  winning  is  do- 
ing the  deal  no  matter 
what,"  he  says.  "Winning 
is  making  money  for 
your  partners." 

Forstmann,  51,  now  is 
confronted  by  the  tradi- 
tional challenge  of  the  flamboyantly  suc- 
cessful— what  to  do  for  an  encore.  Forst- 
mann's answer:  more  LBOs,  but  of  a 
different  sort. 

With  the  exception  of  Pullman,  Forst- 
mann Little  thrived  by  paying  reason- 
able prices  for  mature  businesses  with 
steady  cash  flow  and  a  dominant  posi- 
tion in  industries  less  volatile  than  the 
economy  as  a  whole.  With  such  straight- 
forward asset  plays  scarce  today,  Forst- 
mann has  refocused  its  designs  on  com- 
panies capable  of  growing  faster  than 
the  economy.  The  buyout  firm  began 
tilting  toward  growth  in  1990  with  the 
acquisitions  of  Gulfstream  and  General 
Instrument  Corp.,  the  dominant  supplier 
of  cable-television  electronics. 

Forstmann's  shift  in  strategy  exposes 
it  to  new  risks.  In  acquiring  Gulfstream 
Aerospace,  for  example,  Forstmann  ac- 
cepted greater  exposure  to  the  swings 


of  the  economy  than  it  willingly  accepted 
in  the  past.  With  the  executive-jet  mar- 
ket in  a  recession-induced  slump,  Gulf- 
stream's  revenues  fell  to  $887  million 
last  year  from  $1  billion  in  1989.  Orders 
are  picking  up,  though,  and  the  numbers 
suggest  that  Gulfstream  is  a  more  effi- 
cient company  than  it  was  under  Chrys- 
ler Corp.  Despite  a  9%  revenue  drop  in 
1991,  Gulfstream  posted  $21.3  million  in 
operating  earning,  compared  with  a  loss 
of  $4.3  million  in  1990. 

Then,  too,  growth  companies  expose 
Forstmann  Little  to  the  vagaries  of  big- 
time  research  and  development.  Gulf- 
stream is  developing  several  new  mod- 
els, including  a  minisupersonic  transport 
in  partnership  with  a  Russian  group. 
General  Instrument  Corp.,  meanwhile,  is 
a  leader  in  the  race  to  develop  high- 
definition  television.  Aldila  Inc.,  which 
Forstmann  just  acquired,  is  a  pioneer  in 
graphite  golf  club  technology. 

"With  these  companies,  clearly  there 
is  more  volatility  in  the  numbers  than 
we're  used  to,"  acknowledges  Nicholas 
C.  Forstmann,  Teddy's  brother  and,  with 
Wm.  Brian  Little,  a  co-founder  of  the 
buyout  firm.  "I  can't  tell  you  for  certain 
whether  the  HDTV  market  is  going  to  do 
this,  that,  or  the  other  thing." 

Forstmann  Little  has  tried  to  compen- 
sate for  the  added  uncertainty  by  adjust- 
ing its  financing  approach.  For  one 
thing,  the  firm  is  leveraging  less.  The 
buyouts  of  Gulfstream  and  General  In- 
strument were  financed  with  $7.5  of 
debt  for  every  $1  of  equity,  compared 
with  ratios  ranging  from  10  to  1  to  20  to 
1  in  most  of  its  past  deals. 

In  addition,  Forstmann  enjoys  a 
marked  financing-cost  advantage  over 
its  LBO  rivals,  thanks  to  its  long-standing 
junk-bond  abstinence.  During  the  1980s, 
KKR  and  most  major  LBO  houses  grew 
heavily  dependent  on  the  junk-bond  un- 
derwritings  to  supply  the  subordinated 
debt  crucial  to  large  LBOs.  Today,  such 
financing  is  available  only  in  piddling 
amounts  at  usurious  interest  rates. 

Instead  of  playing  the  junk-bond 


STRIKING  IT  RICH  AT  FORSTMANN  LITTLE 


ALL  11  COMPLETED  DEALS 
TOTAL  CAPITAL  INVESTED 

$2,665  MILLION 


OLLAR-WEIGHnO  AVERAGE  ANNUAL  RETURN 


PARTNERSHIP  I 

DEBT  +  EQUITY 

32.2% 


PARTNERSHIP  II 

EQUIP/  ONLY* 

86.4% 


ANNUAL  RATE  OF  RETURN 


FIVE  MOST  RECENT 

PURCHASE  PRICE 

YEAR 

YEAR 

PARTNERSHIP  1 

PARTNERSHIP  II 

COMPLETED  DEALS 

MILLIONS 

AQUIRED 

SOLD 

DEBT  +  EQUITY 

EQUITY  ONLY* 

TOPPS 

$98 

1984 

1991 

59.2% 

108.2% 

DR  PEPPER 

650 

1984 

1986 

35.3 

116.4 

FL  INDUSTRIES 

408 

1985 

1992 

20.5 

55.6 

SYBRON 

335 

1986 

1988 

69.9 

269.7 

MOEN 

845 

1988 

1990 

29.0 

92.0 

•AFTER  20%  TAKEN  BY  FORSTMANN  UTTIE  AS  GENERAL  PARTNER 

DATA;  FORSTMANN  LinLE  &  CO. 
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game,  Forstmann  Little  in  1983  decided 
to  approach  its  equity  investors,  mainly 
the  pension  funds  of  such  blue-chip  cor- 
porations as  Boeing,  Eastman  Kodak, 
and  AT&T.  A  dozen  of  them  not  only 
agreed  to  invest  $250  million  in  a  new 
subordinated-debt  partnership  controlled 
by  Forstmann  Little  but  accepted  a  rate 
of  interest  well  below  market  levels.  In 
return,  these  investors  were  given  an 
option  to  buy  a  379^  equity  stake  in  each 
future  buyout.  Since  1983,  Forstmann 
has  raised  four  additional  debt  funds  on 
identical  terms. 

Today,  LBO  loans  are  as  scarce  as  com- 
munists in  the  Kremlin,  and  Forstmann 
Little  is  beginning  to  make  more  aggres- 
sive use  of  its  financing  advantage.  With 
$2  billion  in  debt  financing  locked  in  at  a 
rate  only  one  percentage  point  higher 
than  the  U.  S.  government  itself  pays, 
the  buyout  firm  famous  for  shunning 
junk  bonds  has  decided  it  no  longer  nec- 
essarily needs  banks,  either. 

In  mid-January,  Forstmann  Little 
made  the  first  wholly  self-financed  bid  in 
LBO  history,  offering  about  $600  million 
for  the  Cessna  Aircraft  Co.  subsidiary  of 
General  Dynamics  Corp.  On  Jan.  16, 
Teddy  Forstmann  and  a  General  Dynam- 
ics executive  shook  hands  on  a  deal. 
However,  their  preliminary  agreement 
unraveled  as  Forstmann  Little's  review 
of  the  fine  print  prompted  it  to  refuse  to 
assume  open-ended  liability  for  Cessna's 
past  operations.  Enter  Textron  Inc., 
which  on  Jan.  20  announced  its  acquisi- 
tion of  Cessna  for  $600  million. 

The  financial  structure  of  Forstmann 
Little's  Cessna  bid  suggests  that  it  can 
compete  with  most  any  corporate  ac- 
quirer. Except  for  a  small  contribution 
from  Cessna  executives,  all  $600  million 
would  have  come  from  partnerships  run 
by  Forstmann  Little — $175  million  in  eq- 
uity and  $425  million  in  debt  borrowed  at 
7.1257f.  Forget  Forstmann's  LBO  rivals: 
not  even  a  corporation  rated  AAA  could 
have  borrowed  at  lower  cost. 
'QUALITY  ASSETS.'  To  Teddy  Forstmann, 
though,  the  overriding  advantage  of 
self-financing  is  freedom  from  burden- 
some loan  covenants  and  amortization 
schedules.  Under  Forstmann  Little's 
agreement  with  its  institutional  lenders, 
the  companies  it  acquires  need  not  begin 
repaying  the  LBO  debt  for  11  years. 
These  days  especially,  banks  are  not 
nearly  as  patient.  Had  the  buyout  firm 
taken  out  a  bank  loan,  Cessna  would 
have  had  to  begin  principal  payments 
after  one  year  and  repay  the  full  sum  in 
five  01-  six  years. 

Ever  the  contrarian,  Teddy  Forstmann 
sees  abundant  LBO  opportunities  even 
with  stCiOk  prices  at  record  levels. 
Growth  cump  niies  in  particular  are  trad- 
ing at  lofty  h  ultiples.  As  Forstmann 


notes,  though,  generally  high  stock 
prices  prove  little  relief  to  the  numerous 
large  corporations  struggling  to  cope 
with  the  double  whammy  of  protracted 
recession  and  the  basic  structural 
changes  transforming  many  U.  S.  indus- 
tries. "If  I  told  you  the  names  of  the 
companies  that  have  come  through  here 
looking  for  capital,  you'd  faint,"  says 
Forstmann.  "There  are  quality  assets 
available,  believe  me." 
SCUTTLED  DEAL.  While  LBOs  are  Forst- 
mann's preference,  he  is  warily  open  to 
other  investments.  Last  September,  he 
preliminarily  agreed  to  pay  $350  million 
for  a  one-third  stake  in  Whittle  Commu- 
nications, a  diversified  media  company. 
A  month  later,  though,  the  deal  was  off, 
scuttled  by  Forstmann's  skepticism  over 
Whittle's  optimistic  growth  forecasts. 


"Teddy  will  not  get  into  a  deal  that  . 
anything  far  from  99.99f  risk-free,"  sa;, 
Chairman  Christopher  Whittle.  Y: 
Whittle  remains  hopeful  of  workir 
something  out:  "I  will  be  very  surprisd 
if  we  don't  do  business  together  in  som 
way."  ; 

When  Teddy  Forstmann  raised  his  la 
debt  fund  a  year  and  a  half  ago,  he  toi 
his  investors  that  he  would  remain  wi 
Forstmann  Little  until  all  the  money  , 
invested.  After  that,  who  knows?  "I'l 
definately  not  going  to  spend  my  whoi 
life  doing  this,"  says  Forstmann,  wit 
says  he  can  envision  retiring  in  fi:! 
years  or  so.  Don't  bet  on  it,  thougl) 
That's  a  gamble  Forstmann  himstjj 
would  never  take. 

By  Anthony  Bianco  in  New  York,  wi 
Chuck  Hawkins  in  Atlanta 


BANKING  I 


THE  FDIC  CAN'T  BEAR 
MANY  MORE  CROSSLANDS 


It  has  too  many  failures  on  its  hands — and  too  few  bidders 


American  auto  makers  aren't  the 
only  ones  having  trouble  selling 
their  product.  The  Federal  De- 
posit Insurance  Corp.  signaled  just  how 
poor  the  market  is  for  failed  banks  on 
Jan.  24,  when  it  rejected  two  bids  for 
Brooklyn-based  Crossland  Savings,  with 
$7.4  billion  in  assets.  Rather  than  accept 
what  it  deemed  lowball  offers,  the  FDic 
itself  took  over  the  thrift. 

It's  a  scenario  that  could  prove  more 
common  if  the  economy  continues  to 
stagnate  and  more  banks  and  thrifts  tee- 
ter on  the  edge.  FDic  auctions  are  no 
longer  attracting  eager  bidders,  and  the 
most  likely  buyers,  financially  solid 
banks,  don't  want  to  take 
on  additional  assets  when 
government  regulators 
are  stressing  the  need  for 
stronger  capital  ratios.  In 
Crossland's  case,  only 
Chase  Manhattan  and  Re- 
public National  Bank 
made  bids,  despite  the 
FDIC's  offer  to  take  over 
the  savings  bank's  bad 
loans.  "We  have  a  sup- 
ply-demand imbalance," 
acknowledges  Harrison 
Young,  the  FDIC's  direc- 
tor of  resolutions.  "We 
have  fewer  people  mak- 
ing bids,  even  on  smaller 
banks."  On  Jan.  10,  regu- 


lators sold  Perpetual  Savings  Bank 
Alexandria,  Va.,  with  $2.6  billion  in  t 
posits,  for  a  mere  $7.8  million  to  Was 
ington's  Crestar  Bank. 
BLUNT  MOVE.  All  of  this  is  ominous  t 
the  FDIC,  which  estimates  that  mo 
than  200  banks,  with  total  assets 
proaching  $100  billion,  will  fail  this  ye 
(chart).  The  agency  says  the  Crossla 
move  was  necessary  to  blunt  the  tre: 
by  bidding  banks  of  offering  a  meag 
premium  for  choice  deposits  a 
branches.  But  fewer,  and  less  eager,  b 
ders  could  still  sharply  raise  the  govei 
ment's  eventual  bailout  costs. 
The  FDIC's  hands  also  may  be  ti 
somewhat  by  the  banki 
bill  Congress  passed 
late  November.  The  k 
specifies  that  regulate 
must  choose  the  "le 
costly  alternative" 
dealing  with  troubled 
stitutions.  Sometimes, 
in  the  case  of  Crosslar 
it  may  prove  cheaper 
over  the  short  term  if  n 
over  the  long  term — i 
the  government  to  ta 
over  a  bank  rather  th' 
liquidate  it  or  sell  it 
too  cheap  a  price.  T 
size  of  the  bids  for  Cro: 
land  wasn't  disclosed,  b 
the  FDIC  says  it  has 
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ide  $1.2  billion  to  deal  with  the  bank — 
OO  million  to  boost  capital  and  $800 
llion  to  resolve  problem  loans. 
For  now,  the  FDIC  can  play  hardball 
th  bidders,  thanks  to  the  $70  billion 
inf^ress  injected  into  the  bank  insur- 
ce  fund  last  year.  Crossland,  says  the 
IC's  Young,  "ought  to  cause  some  peo- 
;  to  realize  we  don't  have  our  backs  to 
?  wall.  We  have  plenty  of  money." 
The  FDlC's  tough  talk  rests  on  its  abili- 
to  work  some  magic  on  Crossland, 


especially  its  real  estate  problems,  there- 
by making  it  a  more  attractive  acquisi- 
tion. But  bankers  say  the  government  is 
underestimating  the  task.  "It's  pure 
speculation  in  real  estate  and  interest 
rates  that  the  FDIC  is  engaged  in,"  says 
one  New  York  banker.  Then,  there  is  the 
cost.  At  $1  billion  a  pop,  holding  on  to 
failed  banks  could  quickly  put  a  major 
dent  in  the  insurance  fund.  Ultimately, 
without  eager  banks  waiting  to  acquire 
deposits  and  assets,  the  FDIC  might  have 


to  delay  closing  troubled  institutions. 

While  some  analysts  think  the  real  es- 
tate free-fall  is  over  and  that  banks  may 
have  seen  the  worst,  the  nation's  econo- 
my remains  stalled.  If  it  doesn't  improve 
soon,  Crossland  may  be  just  the  begin- 
ning of  a  long,  tough,  and,  above  all, 
costly  year  for  the  FDic  as  it  tries  to  go 
it  alone  in  cleaning  up  the  debris  left  by 
the  persistent  banking  crisis. 

By  Tim  Smart  in  Washington,  with 
bureau  reports 


ENCIESI 


S  BREEDEN  TOO  AMBITIOUS 
OR  THE  SEC'S  GOOD? 


he  chairman's  headstrong,  tough-cop  approach  stirs  criticism 


P^^ichard  C.  Breeden  is  one  tough 

l^r  cop.  In  his  two  years  as  chairman 
I^Lof  the  Securities  &  Exchange 
jmmission,  Breeden  has  broadened  the 
jency's  enforcement  agenda  and 
ished  a  flurry  of  tough  new  regula- 
3ns.  The  42-year-old  former  White 
ouse  aide  has  impressed  Congress — 
hich  has  dramatically  boosted  his  bud- 
;t — and  fulfilled  some  of  the  hopes  of 
!C-watchers  that  he  would  be  able  to 
ipitalize  on  his  political  connections  to 
;her  in  an  era  of  renewed  glory  at  the 
mmission.  He  has  won  plaudits  for 


trying  to  beef  up  corporate  financial  dis- 
closures, prosecute  penny-stock  promot- 
ers, and  probe  the  junk  bond  market. 
"He's  given  new  muscle  to  an  agency 
that  had  been  allowed  to  grow  soft  and 
malleable,"  says  one  admirer,  David  B. 
Martin,  a  former  official  in  the  SEC's 
Corporation  Finance  Div. 

But  there  is  another,  less  publicized 
side  to  Richard  Breeden,  one  that  casts  a 
shadow  on  his  tenure  at  the  SEC.  Histori- 
cally, the  SEC  has  been  regarded  as  one 
of  the  most  apolitical,  fiercely  indepen- 
dent regulatory  agencies  in  Washington. 


'Since  the  day  I  walked  in 
here,  for  better  or  worse, 
I  have  been  a  fully 
independent  chairman' 


Yet  many  people  say  that  the  former 
banking  lawyer  has  politicized  it  by  pur- 
suing an  agenda  of  political  aggrandize- 
ment to  enhance  his  tough-cop  image, 
advance  his  career,  and  expand  his  pow- 
er base.  In  several  instances,  they  say, 
Breeden  has  taken  or  shifted  positions  to 
curry  favor  with  the  White  House.  Inter- 
views with  more  than  40  individuals  in- 
side and  outside  the  agency — almost  all 
of  whom  requested  anonymity  for  fear 
of  retribution — suggest  that  the  effect 
of  Breeden's  actions  at  times  has  been 
to  distort  the  SEC's  decision-making  pro- 
cesses and  waste  its  resources.  "He's  a 
good  self-promoter  who  wants  to  be 
Treasury  Secretary,"  is  the  verdict  of 
one  White  House  official. 

Breeden  dismisses  notions  that  he  has 
played  politics  at  the  agency.  "I  can't 
deny  the  fact  that  I  worked  with  the 
President  for  many  years,"  says  Bree- 
den. But,  he  adds:  "Since  the  day  I 
walked  in  the  door  here,  I  have  been,  for 
better  or  worse,  a  fully  independent 
chairman."  In  response  to  those  who 
criticize  his  activities,  he  responds:  "I 
would  hope  that  people  would  evaluate 
whether  the  SEC  has  lived  up  to  its 
traditions,  which  are  among  the  best  in 
government." 

PILING  ON?  Illustrative  of  what  Bree- 
den's critics  see  as  his  desire  for  the 
spotlight  was  his  decision,  made  soon 
after  assuming  his  post,  to  set  up  a  spe- 
cial unit  to  investigate  wrongdoing  by 
banks  and  other  financial  institutions. 
Many  of  the  unit's  cases,  though,  were 
filed  after  other  regulators  such  as  the 
Federal  Deposit  Insurance  Corp.  had  al- 
ready taken  well-publicized  actions 
against  these  institutions.  Some  SEC  in- 
siders complain  that  the  agency's  belat- 
ed me-too  charges  against  such  targets 
as  former  thrift  executive  Charles  Keat- 
ing squandered  precious  investigative  re- 
sources and  were  simply  headline-grab- 
bing "piling  on"  of  already-prostrate 
individuals  and  institutions.  Such  cases 
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ag'aiiisl  banks,  several  of  whicli  already 
have  collapsed,  show  the  agency  "was 
looking  for  an  issue  where  it  could  bang 
its  drutn,"  says  a  former  enforcement 
official. 

Breeden's  enforcement  director,  Wil- 
liam R.  McLucas,  defends  the  move,  say- 
ing the  SKC's  vigilance  has  prompted  the 
rest  of  the  industry  to  sharpen  its  finan- 
cial reporting. 

In  pursuing  his  tough-co]j  agenda,  SKC 
insiders  say,  Breeden  sometimes  plays 
by  his  own  rules.  In  i;»87,  the  SKc's  En- 
forcement Div.  charged  Coo])ers  &  Ly- 
brand  accountants  David  J.  Checkosky 
and  Norman  A.  Aldrich  were  at  fault  for 
not  recjuiring  Savin  Corp.  to  write  off, 
rather  than  capitalize,  losses  from  the 
unsuccessful  development  of  a  new  copi- 
er. An  .si-:c  administrative  law  judge 
agreed  and  barred  the  men  from  audit- 
ing public  companies  for  five  years.  The 
men  appealed,  and  in  a  confidential  vote 
last  summer  three  of 
the  agency's  other  four 
conmiissioners  voted  to 
overturn  the  harsh 
sanction. 

DELAY.  But  that  vote 
was  at  variance  with 
the  hard  line  Breeden 
likes  the  agency  to  proj- 
ect. BUSINESS  WEEK  has 
learned  that  Breeden, 
who  hadn't  involved 
himself  in  the  proceed- 
ings, refused  to  process 
the  other  commission- 
ers' decision  until  after 
Commissioner  Phili]) 
Lochner  .Jr.,  wlio  had 
voted  to  overturn  the 
sanction,  resigned  as 
scheduled  last  June. 
While  legal,  the  delay  negated  Lochner's 
vote  and  has  left  the  case  in  limbo,  giv- 
ing Bi-eeden  and  Lochner's  successor, 
wh(j  awaits  Senate  confirmation,  the  op- 
l)ortunily  to  reverse  the  decision.  "It 
was  an  abuse  of  process,"  says  one  per- 
son with  knowledge  of  the  events.  "Let- 
ting these  guys  off  would  set  a  ]jrec- 
edent  Breederi  didn't  like." 

Breeden  declines  to  discuss  thi'  mat- 
ter, but  through  a  spokesman  he  notes 
that  many  cases  recjuire  months  of 
"painstaking  scrutiny  and  consideration" 
before  a  decisicjn  can  be  reached. 

Breeden's  critics  also  question  the  tac- 
tics he  has  used  in  his  aggrt'ssive  cam- 
paigns to  expand  his  agency's  power. 
One  example  concerns  the  SEC's  conten- 
tious, but  unsuccessful,  battle  to  wrest 
authority  over  stock-index  futures  from 
the  Commodity  Futures  Trading  Com- 
inission.  Last  spring,  when  the  SEC  ap- 
i  '•I'ared  to  have  lost  the  battle,  Breeden 
cuili^d  in  lobbyists  from  five  prominent 


Wall  Street  investment  houses  to  enlist 
their  support.  According  to  sources  with 
knowledge  of  the  meeting,  all  came 
away  believing  they  had  received  an  im- 
plicit message:  If  they  didn't  back  the 
SEC,  they  might  have  trouble  getting 
timely  approval  for  any  new  financial 
products  they  devised.  Breeden  denies 
he  applied  pressure.  "There  was  no  quid 
pro  quo  asked  then,  nor  on  any  other 
occasion,"  he  says.  Though  the  firms  de- 
cided not  to  support  the  SEC,  there  has 
been  no  fallout  from  their  decision. 

Breeden  has  come  under  fire  for  what 
critics  see  as  his  efforts  to  ingratiate 
himself  with  the  White  House.  Several 
individuals,  including  House  Energy  & 
Commerce  Committee  Chairman  John  D. 
Dingell  (D-Mich.),  have  publicly  ques- 
tioned whether  Breeden  has  recently 
shifted  course,  or  at  least  his  emphasis, 
on  several  key  policy  issues  to  promote 
the  Bush  Administration  agenda  during 


CONTROVERSY  DOGS  THE  SEC  CHAiRIWAN 

FINANCIAL  INSTITUTIONS  When  he  took  office,  Breeden  set  up  a  financial  fraud  unit 
to  target  banks  and  thrifts.  The  coses  were  often  brought  after  other  regulators  hod  tar- 
geted many  of  the  same  institutions.  Critics  say  Breeden  was  seeking  headlines  and 
wasting  the  SEC's  limited  resources.  Breeden  defends  his  priorities 

ACCOUNTANTS  Despite  a  vote  by  SEC  commissioners  that  overturned  sanctions 
against  two  Coopers  &  Lybrond  accountants,  Breeden  has  delayed  enforcing  the  deci- 
sion. Critics  claim  he  fears  the  vote  would  undermine  the  tough  image  he  seeks  to  pro- 
mote. Breeden  declines  comment 

BROKERAGES  Breeden  sought  support  from  five  Wall  Street  firms  for  his  bid  to  regu- 
late financial  futures.  The  firms  perceived  on  implicit  threat;  Help  Breeden  or  suffer  ad- 
verse SEC  rulings.  Breeden  denies  the  charge 

STOCK  MARKET  SEC  study  blamed  1  20-point  market  plunge  last  Nov.  1  5  on  trading 
strategies  by  institutional  investors.  Most  market  analysts  attribute  drop  to  President 
Bush's  campaign  to  jawbone  bonks  into  lowering  interest  rates  on  credit  cords.  Critics 
say  Breeden  was  trying  to  curry  favor  with  the  White  House  by  getting  Bush  off  the 
hook.  Breeden  says  he  didn't  touch  the  study,  which  was  prepared  by  the  SEC  staff 


an  election  year.  Some  cases  in  point: 
After  supporting  an  SEC  initiative  that 
reined  in  penny  stocks,  but  made  it  hard- 
er for  some  legitimate  companies  to 
raise  capital,  Breeden  suddenly  wants  to 
help  ease  the  credit  crunch  by  relaxing 
disclosure  and  filing  requirements  for 
small  business.  Although  he  earlier  su[)- 
ported  legislation  to  lengthen  the  time 
investors  have  to  sue  for  securities 
fraud,  he  is  now  backing  efforts  to  con- 
trol what  he  considers  excessive  litiga- 
tion. To  fellow  GOP  Commissioner  Ed- 
ward H.  Fleischman,  the  moves  show 
Breeden's  efforts  to  reinforce  his  ties 
with  the  Administration.  "It  seems  to 
me  the  man  is  cramming  for  finals," 
Fleischman  says. 

NO  CHANGE.  Much  criticism  has  focused 
on  the  SEC's  recent  report  on  the  causes 
of  the  120-point  stock  market  plunge  on 
Nov.  15.  At  the  time,  most  analysts 
blamed  President  Bush's  effort  to  jaw- 
bone banks  into  lowering  interest  rates 


on  credit  cards.  Stocks  of  banks  with 
large  credit-card  portfolios  dropped 
sharply.  The  SEC  study,  though,  dis 
missed  that  idea,  attributing  the  plunge 
to  other  factors,  including  new  trading 
strategies  by  institutional  investors.  For- 
rner  SEC  Chief  Economist  Gregg  Jarrel 
calls  the  report  "a  transparent  attemp! 
to  get  the  President  off  the  hook.  I  don 
think  this  was  even  a  serious  study. 
Breeden  counters  that  the  study  wa; 
prepared  by  the  commission  staff  am 
that  "I  didn't  change  one  comma." 

To  SEC  staffers,  though,  there  is  litth 
confusion  about  Breeden's  political  alle 
glances.  A  week  after  he  arrived  at  th( 
SEC,  a  portrait  of  former  Democratic 
Chairman  Manuel  Cohen  was  removec 
from  the  commission's  private  confer 
ence  room  at  Breeden's  direction.  T( 
some  SEC  historians,  Cohen  representee 
the  intellectual  soul  of  the  agency 
Shortly  afterwards,  Breeden  mountec 
several  poster-size  pho 
tos  of  his  former  men 
tor,  George  Bush,  in  hi, 
office. 

Some  of  the  stron 
gest  dissatisfactio 
with  Breeden  is  inside 
the  commission  itself 
SEC  staffers  complaii 
that  the  chairman's  au 
tocratic,  and  sometime 
vindictive,  style  ha 
eroded  the  agency's  col 
legial  culture,  creating 
deep  schisms  within  th 
commission.  Whi 
Breeden  insists  that  un 
der  his  administratio 
the  SEC  has  conducte 
more  business  by  con 
sensus  than  under  hi 
predecessors,  officials  complain  tha 
Breeden  tends  to  ignore  the  views  o 
others  and  simply  imposes  his  will  o 
the  agency.  Commissioners  say  the; 
sometimes  find  out  about  staff  report 
and  senior  staff  appointments  by  reac 
ing  about  them  in  the  newspapers.  "Th 
price  you  pay  for  dissent  is  high,"  say 
an  SEC  insider. 

Breeden  still  has  many  champions,  ir 
side  and  outside  the  agency,  who  say  hi, 
stewardship  on  balance  has  benefite( 
the  commission.  Even  his  critics  giv- 
him  credit  for  increasing  the  SEC's  clout 
If  Breeden  is  judged  by  his  many  accorr 
plishments,  he  may  achieve  his  amb: 
tions  to  play  a  larger  role  within  th 
Bush  Administration.  But  if  he  is  judgei 
by  the  tactics  he  has  allegedly  used  t 
further  those  ambitions,  and  the  numbe 
of  enemies  he  has  left  in  his  wake,  Bree 
den's  political  star  could  lose  some  of  it 
luster.  1- 
By  Dean  Foust  in  Washhigto^ 


GENE  G  MARCIAL 


IT'S  ALMOST  SPRING 
—CAN  SUITORS 
BE  FAR  BEHIND? 


Think  the  stock  market  is  getting 
a  bit  pricey?  You  might  want  to 
follow  Bob  Olstein's  investment 
jtrategy.  He  never  looks  at  price-earn- 
ngs  ratios,  nor  does  he  talk  to  man- 
igement  to  assess  a  company's  finan- 
cial health.  Instead,  he  searches  for 
companies  whose  balance  sheets  and 
ixcess  cash  flow  are  so  alluring  that  a 
•ich  suitor  is  bound  to  appear. 

"We  buy  stocks  that  sell  at  a  deep 
liscount  to  our  estimate  of  their  pri- 
,'ate-market  value,"  says  Olstein,  a  se- 
lior  portfolio  manager  at  Shearson 
^ehman  Brothers.  In  particular,  he 
ooks  for  undervalued  companies 
A'hose  shares  are  already  being  bought 
3y  a  potential  acquirer. 

Some  19  companies  of  300  that  01- 
;tein  has  bought  in  the  past  nine  years 
lave  ended  up  in  buyout  deals,  includ- 
ng  MCA,  NCR,  and  Rio  Grande  Indus- 
tries. "I  picked  them  not  because  I  had 
nside  information — I  didn't — but  be- 
cause they  were  greatly  undervalued." 
31stein's  portfolio  has  outscored  the 
narket  over  the  period,  racking  up  a 
;otal  return  of  423''!,  vs.  246''!  for  the 
Standard  &  Poor's  500-stock  index. 

Here  are  some  companies  that  01- 
itein  thinks  are  starting  to  smell  like 
takeover  targets: 

■  American  Fructose,  a  major  produc- 
er of  high-fructose  corn  syrup,  trades 
it  $13  a  share,  but  generates  excess 
cash  flow  of  $2.50  a  share  and  has  cash 
3n  hand  of  $50  million,  vs.  long-term 
iebt  of  $30  million.  Archer-Daniels- 
Vlidland,  the  giant  food  company,  has 
ncreased  its  holding  of  Fructose's 
Class  A  stock  to  21.57'  .  At  the  same 
:ime,  Archer  has  boosted  its  stake  in 
A.merican  Maize-Products,  which  con- 
trols 74%  of  Fructose's  B  stock,  to  7%. 
Olstein  believes  Archer  will  seek  to  ac- 
3[uire  Fructose  through  Maize.  (Class  A 
holders  have  one  vote  per  share;  B 
holders  get  10  votes  per  share.) 

Olstein  expects  Archer  to  cut  a  deal 
with  American  Maize.  ''Archer 
wouldn't  be  investing  in  both  Maize 
and  Fructose  unless  it  had  a  grand 
takeover  plan,"  he  says. 

■  Cleveland-Cliffs,  the  largest  indepen- 
dent processor  of  iron-ore  reserves  in 
North  America,  is  near  its  high  of  $40 
a  share.  One  reason:  Investment  pro 
lulian   Robertson   has   succeeded  in 


OLSTEIN'S  BUYOUT  BETS 
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AMER.  FRUCTOSE 

Large  corn  processor 
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Major  mining  company 
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JSB  FINANCIAL 

Bank  holding  company 
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PINELANDS 

N.J.  TV  station 

20 

14 

22 
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electing  5  of  the  12  directors  in  a  re- 
cent proxy  fight.  (His  company.  Tiger 
Management,  owns  lO'/o  of  the  stock.) 
Olstein  says  Robertson  is  the  kind  of 
guy  "who  wants  to  realize  the  full  val- 
ue of  his  investment,  so  we  expect  he 
will  work  toward  that  goal." 

■  .JSB  Financial,  the  holding  company 
for  New  York's  Jamaica  Savings  Bank, 
is  at  17 — below  its  book  value  of  23. 
Olstein  says  the  bank's  $1.6  billion  in 
assets  are  greatly  underleveraged  and 
could  be  used  to  hike  earnings.  He  also 
sees  accumulation  in  JSB's  shares. 

■  Pinelands  is  the  owner  and  operator 
of  WWOR-TV,  a  television  station  in  Se- 
caucus,  N.  J.  that  was  spun  off  by  MCA 
in  December,  1990,  when  it  was  ac- 
quired by  Matsushita  Electric.  The 
stock  sells  at  40%  below  Olstein's  esti- 
mate of  its  value.  Noting  a  pattern  of 
accumulation  here,  too,  Olstein  says 
the  stock  is  "definitely  buyout  bait." 


A  HOSPITAL  PRO 
THE  PROS  TRUST 


I  ospital-management  companies 
have  been  ice  cold  despite  the 
I  sizzling  stock  market.  Their 
earnings  are  down,  and  several  states 
have  uncovered  unethical  practices  by 
some  hospitals,  including  misdiagno- 
ses, mistreatment  of  patients,  and 
fraudulent  insurance  claims.  But  one 
company,  Universal  Health  Services,  is 
starting  to  attract  smart-money  inves- 
tors. Thanks  to  Chairman  and  CEO 
Alan  Miller's  ability  to  keep  the  compa- 
ny profitable — and  out  of  trouble — big 
investors  such  as  Julian  Robertson, 
Lee  and  Perry  Bass,  Airlie  Group,  and 
Neuberger  &  Berman  have  bought  in. 

Miller  has  a  top-notch  record  in  hos- 
pital management.  He  founded  Ameri- 
can Medicorp,  where  he  was  chairman 
and  CEO  until  Humana  acquired  it  in  a 
hostile  takeover  in  1978.  Embittered  by 
his  defeat.  Miller  set  up  Universal  in 


1979.  He  controls  50%  of  the  voting 
shares. 

Universal  owns  and  operates  15 
acute-care  and  13  psychiatric  hospitals 
in  14  states.  It  has  been  profitable 
from  the  start,  but  some  investors  be- 
lieve it  has  just  begun  to  make  money. 

Earnings  of  $1.45  a  share  are  expect- 
ed for  1991,  with  more  than  $2  seen  for 
1993,  up  from  1990's  84$.  And  if  Uni- 
versal's  "secret  plan"  takes  off,  earn- 
ings this  year  and  next  could  be  much 
higher.  One  investor  believes  Universal 
will  soon  be  setting  up  surgery  cen- 
ters— highly  profitable  day  clinics 
where  surgeons  could  treat  patients 
quickly  and  less  expensively. 

Once  Universal  gets  into  surgery 
centers,  its  stock  could  attract  a  higher 
p-e  than  those  accorded  other  hospi- 
tals— in  the  20s,  says  one  investor. 
Now  selling  for  $14  a  share.  Universal 
trades  at  a  p-e  of  10.  This  pro  thinks 
the  stock  "could  double  in  a  year." 


FINGERHUT  MAY 
HAVE  THE  TOUCH 


acy's  Chapter  11  filing  may  be 
1  hogging  the  headlines,  but 
I  that  doesn't  mean  all  retailers 
are  hurting.  Indeed,  some  of  the  cata- 
log marketers  that  cater  to  low-  and 
middle-income  consumers  are  thriv- 
ing— despite  the  recession  and  rising 
postal  costs.  One  standout:  Fingerhut, 
whose  stock,  now  at  31,  is  near  its  high 
of  33.  The  nation's  fourth-largest  cata- 
log retailer  posted  record  1991  earn- 
ings of  $2.14  a  share,  vs.  1990's  $1.96. 

Money  manager  Carlene  Murphy  of 
Strong/Corneliuson  Capital  Manage- 
ment thinks  the  company  will  earn 
$2.50  this  year  and  about  $2.90  next 
year.  But  she  ventures  that  her  esti- 
mates may  prove  to  be  low.  Why?  She 
expects  benefits  from  Fingerhut's  joint 
venture  with  Montgomery  Ward  to 
start  kicking  in  as  early  as  this  year. 

Formed  in  October,  1991,  the  equally 
owned  entity  sells  some  Ward  products 
and  uses  its  data  base  of  10  million 
credit-card  customers.  Given  Finger- 
hut's  merchandising  expertise,  Murphy 
figures  the  new  venture  will  add  10$  to 
15(t  a  share  to  earnings  this  year,  jack- 
ing up  profits  to  over  $3  a  share.  The 
company  sells  brand-name  and  private- 
label  merchandise,  including  electron- 
ics, housewares,  and  apparel,  to  a  base 
of  more  than  13  million  customers. 

Fingerhut  has  a  p-e  of  14.  Murphy 
thinks  it  should  be  at  least  16,  where 
other  catalog  houses  trade.  She  sees 
the  stock  hitting  50  in  a  year. 
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nformation  Processin 


EUROPE'S  PC  SALES 
HAVE  PLATEAUED... 


COMPUTERS 


EVERYONE  LOVES  A  BARGAIN 
—EUROPEANS  INCLUDED 


As  PC  discounting  fever  hits,  woe  to  IBM,  Compaq,  and  Apple 


For  months,  skeptics  had  warned 
Jan  Murray  that  Europeans 
wouldn't  buy  computers  from  a  no- 
frills  discount  warehouse.  But  since 
opening  PC  World,  Europe's  first  com- 
puter superstore,  last  November  in  a 
South  London  suburb,  Murray  has  sold 
to  thousands  of  consumers  and  a  lineup 
of  blue-chip  buyers  such  as  Whirlpool 
Corp.  and  British  Telecommunications 
F^I.C.  He's  saving  them  about  309^  off 
what  they  would  pay  at  a  conventional 
computer  store  for  the  same  brand-name 
gear.  "We're  wiping  the  floors  of  the 
High  Street  shops,"  Murray  crows. 

Compared  with  the  bargain-crazed 
U.  S.  market,  the  European  business  has 
always  been  a  tame  game.  But  suddenly, 
discounting  is  sweeping  Europe's  PC 
market  with  a  vengeance.  So  even 
though  unit  shipments  still  grew  in  1991, 
albeit  at  an  anemic  rate,  revenues  were 
off  t)y  about  107",  estimates  Dataquest 
Inc.,  a  market  researcher.  And  that 
nuniber,  V-ased  i>n  list  prices,  understates 
the  ease:  .\t  ulysts  say  that  a  flood  of 
U.  S.,  Asian,  and  homegrown  PC  clones 
flowing  through  new  cut-rate  outlets 
such  as  supersiores  and  mail-order 


houses  has  cut  actual  retail  prices  by  as 
much  as  40/'. 

That's  a  boon  to  buyers  but  a  huge 
headache  for  IBM,  Apple,  and  Compaq, 
the  three  top  sellers  on  the  Continent. 
With  slow  growth  and  shrinking  mar- 
gins at  home,  these  and  other  U.  S.- 
based  suppliers  had  come  to  rely  on  Eu- 
rope for  one-third  to  one-half  of  their 
revenues — and  an  even  greater  portion 
of  their  profits.  Compaq  Computer  Corp. 
earned  almost  all  of  its  $455  million  in 
1990  profits  in  Europe.  On  Jan.  28,  it 
reported  a  71'/  drop  in  net  income  for 
1991,  to  $131  million.  Part  of  that  was 
due  to  cost-cutting  expenses,  but  a  big 
chunk  can  be  traced  to  lower  margins — 
both  in  the  U.  S.  and  in  Europe,  where  it 
gets  about  537'  of  sales.  Apple  Comput- 
er Inc.,  with  357'  of  its  revenue  from 
Europe,  also  feels  the  pinch.  "We're  not 
counting  on  Europe  as  the  cash  cow  any- 
more," says  Guerino  De  Luca,  head  of 
Apple's  European  marketing. 

Until  recently,  Europe  had  been  a  PC 
maker's  dream.  Because  European  busi- 
nesses and  individuals  hadn't  scooped  up 
computers  as  quickly  as  Americans  had 
in  the  1980s,  the  market  was  less  satu- 


rated and  customers  were  willing  to  pay 
more — about  307  to  507  more.  But  now, 
European  PC  prices  are  only  about  10% 
higher  than  in  the  U.  S. — barely  enough 
to  make  up  for  the  increased  cost  of 
doing  business  there.  Compaq's  Europe- 
an gross  margin,  as  a  result,  dropped 
from  A57c  in  the  fourth  quarter  of  1990 
to  just  35%  a  year  later,  says  analyst 
Stephen  K.  Smith  of  PaineWebber  Inc. 
Apple's  European  gross  margin  fell 
from  52'/  to  45'/  in  the  same  period. 
FAST  FOLD.  What  happened?  Like  their 
U.  S.  cousins,  Europeans  have  said  basta 
to  high  prices.  Many  are  PC-savvy  now 
and  no  longer  need  costly  hand-holding 
from  dealers  or  computer  makers,  and 
they're  pressing  for  bigger  discounts. 
Back  in  November,  1990,  400  buyers  sur- 
veyed by  market  researcher  Internation- 
al Data  Corp.  ranked  brand,  service,  and 
support  as  the  top  factors  in  PC  shop- 
ping. A  year  later,  low  price  was  No.  1. 

That  abrupt  shift  has  opened  the  door 
to  a  raft  of  new  dealers  and  suppliers.  In 
Britain,  Europe's  most  competitive  mar- 
ket, more  than  100  mail-order  houses 
have  sprung  up  in  the  past  18  months. 
Hawking  PC  clones  for  35'/  below  com- 
puter-store prices,  they  have  grabbed 
14'/  of  the  market.  No  wonder  that 
about  159!  of  the  dealers  in  Britain  and 
France  folded  last  year.  One  of  the  big- 
gest direct-marketing  successes  has 
been  Dell  Computer  Corp.  of  Austin, 
Tex.  In  the  past  six  morjths,  it  has 
spread  into  six  new  countries,  for  a  total 
of  13,  doubling  its  European  sales,  to 
about  $240  million  in  1991  (BW,  Jan.  20). 

More  superstores  are  on  the  way.  Jan 
Murray  plans  to  open  a  second  PC  World 


Interest  rates  as  low  as  14%  under  prime. 

P  R   I   M   E   F  I   R  S  T 


First  mortgages  from  $200,000  to  2  million+. 

Owners  of  exceptional  properties  command  exceptional  financ- 
ing through  Merrill  Lynch  s  PrimeFirst^"!  program: 

•  An  initial  6-month  interest  rate  as  low  as  prime  minus  ^4%  ; 

•  And  interest  rates  as  low  as  prime  minus  V4%  thereafter' ; 

•  PrimeFirst^'^  mortgages  save  thousands  up  front  vs.  banks 
charging  2-3  points; 

•  Interest-only  monthly  payments  for  the  first  10  years,  principal 
amortized  over  the  remaining  term; 

•  Available  for  first  mortgages;  purchase  money  or  cashout 
refinancing"; 

•  72-hour  conditional  commitment  on  completed  applications, 
21 -day  final  approval. 

You  might  also  be  interested  in  our  Equity  Access®  home  equity  line 
of  credit,  with  100%  deductibility  for  qualifying  interest  expensed 

•  Depending  on  mortgage  size. 

•  *Casliout  refinancing  is  not  available  in  Texas. 

t  Interest  expense  may  not  be  deductible  for  all  taxpayers.Consult  with  your  tax  advisor 

PrimeFirst  mortgage  available  in  AZ,  CA,  CO,  CT,  DE,  FL,  GA,  HI,  IL.IN,  KY,  MA,  MD,  Ml,  NC,  NJ, 
NM,  NV,  NY,  OH,  PA,  Rl,  TX,  VA,  VI,  WA,  WV  &  DC  Financing  made  available  by  Merrill  Lynch 
Credit  Corporation  or  an  affiliated  company  7751  Belfort  Pkwy,  Jacksonville,  FL  32256  MLCC 
is  a  Licensed  Mortgage  Banker-NJ  and  NYS  Department  of  Banking  Illinois  Residential  Mort- 
gage Licensee  AZ  Lie  BK10071. 

SECONDARY  MORTGAGE  LENDER.  ^ 


r" 


For  fastest  reply,  contact  your  local  Merrill  Lynch  Financial  Consultant  or  call: 

1-800-854-7154,  ext.  5236 

□  Yes!  Please  send  me  complete  information  and  an  application  for  the  PrimeFirst^"  mortgage 

□  Please  send  me  information  on  your  Equity  Access*  line  of  credit. 

Name  


Address- 


-City_ 


.State- 


.Zip_ 


L. 


Home  Phone  J  

Mail  to: 

Merrill  Lynch  Credit  Corporation 
7751  Belfort  Parkway 
Jacksonville,  FL  32256 


Business  Phone. 


'OFFCIAL  SPONSOR  OF  THE  1992  U  S  OLYMRCTEAM 
il©  1992  Merrill  Lynch  Si  Co .  Inc 


Merrill  Lynch 

A  tradition  of  trust. 
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Information  Processin 


INFORMATION  MANAGEMENT  I 


WHO  KNOWS  WHERE  YOU  ARE? 
THE  SATELLITE  KNOWS 


Soldiers  used  the  system  in  the  gulf.  Now,  it's  going  commercial 


ichael  Morvice  wanted  his  Min- 
ute Man  Delivery  service  in 
Gardena,  Calif.,  to  live  up  to  its 
name.  A  big  obstacle:  dispatching  the  40- 
truck  fleet  efficiently.  Dispatchers  had 
to  remember  each  driver's  route  and 
were  -  constantly  squawking  over  two- 
way  radios  to  track  their  drivers.  Now, 
dispatchers  know  at  all  times  where 
each  truck  is  and  can  alter  routes  all  day 
long — adding  last-minute  pickups,  for  in- 
stance. The  bottom  line:  Morvice 
says  he  can  dispatch  a  truck  in 
half  the  time. 
^^.^^^  The  technology 

^^^^^     that  is  speeding  up 
■  Minut(?  Man,  called  a 

global  positioning 
system  (GI'S),  has  huge 
potential  in  all  sorts  of 
businesses,  from  track- 
ing cargo  on  ocean-going  freighters  to 
guiding  jumbo  jets.  Developed  by  the 
Defense  Dept.  at  a  cost  of  $3  billion  over 
the  past  15  years,  GPS  proved  itself  in 

the  gulf  war  when  sol-   

diers  were  able  to  pin- 
point their  positions  in 
the  trackless  desert  by 
consulting  boxes  the 
size  of  paperback  books 
that  took  readings  from 
satellites. 

DRIVER'S     AID.  NoW, 

companies  ranging 
from  tiny  Minute  Man 
to  Sony  Corp.  and 
Northwest  Airlines  Inc. 
are  trying  to  adapt  GPS 
for  widespread  civilian 
use.  Basic  GPS  technol- 
ogy, which  tells  you 
where  you  are,  could 
soon  s})eed  up  takeoffs 
and  landings  at  crowd- 
ed airports  by  allowing 
jumbo  jets  to  fly  closer, 
also  cutting  fuel  costs. 
Geologists  say  they  can 
use  GPS  to  watch  for 
subtle  changes  in  the 
earth's  surface  to  get 
advance(i  warnings  of 
killer  ea  '  iMjuakes. 

By  com  ining  GPS  sig- 
nals  with   othtT  dnt  , 


such  as  digitized  land  maps,  more  in- 
triguing systems  are  possible.  For  exam- 
ple, intelligent  vehicle-tracking  systems 
could  show  drivers,  on  small  dashboard 
computer  screens,  how  to  circumvent  a 
traffic  jam  or  where  the  nearest  auto- 
matic-teller machine  is. 

How  does  it  work?  The  Defense 
Dept.'s  Navstar  Global  Positioning  Sys- 
tem incorporates  a  string  of  satellites 
that  orbit  11,000  miles  above  the  earth. 
Each  satellite  contains  four  atomic 
clocks  and  broadcasts  time  data  and  oth- 
er information  identifying  itself  and  de- 
scribing its  path.  Receivers  compare  the 
signals  with  their  own  clocks  and  then 
determine  their  location  by  calculating 
the  distance  between  them  and  the  satel- 
lite. By  locking  on  to  four  satellites,  a 
receiver  can  pinpoint  its  position  to  with- 
in 16  meters.  By  adding  data  from  a 
second,  stationary  receiver,  readings  can 
be  refined  to  centimeter  accuracy. 

That  prospect  has  inspired  a  rush  into 
the  GPS  business.  Stephen  Colwell,  presi- 


INCREASING  EfflCIENCY  WITH 
GLOBAL  POSITIONING 

Here's  how  a  global  positioning  system  could 
soon  help  America's  farmers  spread  fertilizer 
and  herbicides  more  precisely,  without  1 
overlapping  rows,  saving  millions  annually 


Satellites  containing 
atomic  clocks  send 
out  a  stream  of  time 
and  location  signals 


A  receiver  on  a  troctor 
roughly  calculates  its 
position  by  taking  readings 
from  four  or  more  satellites 


DATA:  BW 


Anotfier  receiver  af  o  knovm 
location  colculotes  how  far  off  the 
mark  readings  it  receives  from  the 
satellites  are.  By  extropoloting 
from  that  informatipn,  a  computer 
on  the  tractor  can  determine  its 
location  within  inches 


dent  of  Colwell-Kirtland  International,  . 
Sunnyvale  (Calif.)  consultant  to  the  GP 
.industry,  says  more  than  $100  millio 
worth  of  GPS  receivers — about  a  third  o 
the  total  market — were  sold  to  nonmil 
tary  users  in  1991.  For  this  year,  li 
projects  sales  of  $600  million,  two-thii-d 
of  which  will  be  for  civilian  applicatimi; 
Since  last  fall,  14  companies  ha\ 
jumped  into  the  civilian  GPS  market,  joii 
ing  industry  leader  Trimble  Navigatioi 
which  in  1990  nearly  doubled  sales  t 
almost  $63  million.  Challengers  to  Trin 
ble's  success  include  electronics  giai 
Sony,  which  announced  last  November  \ ! 
$1,500  GPS  receiver  for  hikers. 
FUDGE  FACTOR.  While  the  market  n 
mains  small,  the  early  commitment  b| 
such  big  names  is  impressive  conside 
ing  that  the  govern- 
ment still  considers  (;ps 
experimental.  Worse 
for  customers,  when 
the  system  becomes 
fully  operational  in  late 
1993,  Defense  intends 
to  continue  artificially 
degrading  the  signals 
from  the  24  Navstar  satellites  for  n; 
tional  security  reasons.  By  fudging  th 
clocks'  signals  by  nanoseconds — a  feci 
nique  called  selective  availability — tl 
military  is  able  to  throw  receivers  off  b 
as  much  as  100  meters. 

That's  enough  to  keep  an  enemy  froi 
using  the  GPS  signals  to  launch  a  missil 
which  is  how  Defense  says  it  can  compl 
with  federal  guidelin( 
to  make  GPS  available  1 
civilians  without  jeopa 
dizing  national  securit 
But  critics  say  it's  als 
enough  to  slow  dow 
many  commercial  plan 
Bob  Buley,  a  Northwe; 
pilot  and  manager  f(| 
flight-operation  develo 
ment,  says  compensa 
ing  for  the  signal  de 
radation  would  requii 
special  classified  equi 
ment  and  codes,  nee 
lessly  driving  up  costs 
But  no  matter  ho 
Defense  alters  the  sa 
ellite  signals,  Buk 
claims,  anybody  will 
enough  receivers  ar] 
computing  savvy  will  Ij 
able  to  get  accura 
readings  anyway.  "^| 
will  figure  out  ways  , 
beat  it,"  says  Bale 
"It'll  cost  money,  bi 
we'll  beat  it."  And 
they  can't,  there's 
ways  GLONASS,  or  Glo 
al  Navigation  Satelli 
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FIDELITY  ANSWERS  YOUR  QUESTIONS 


V 

"How  Can  I  Get 
The  Most  For  My 
Retirement  Savings?" 

For  many  retirement  investors,  it's  a  chissic  dilemma:  whether  to  limit 
retirement  money  to  conservative  investments,  or  accept  some  added  risk  by 
including  more  aggressive  choices  with  greater  growth  potential. 

Look  For  Long-Term  Results... 

ThoiLsands  of  investors,  who  are  willing  to  accept  stock  market  volatility 
have  chosen  Fidelity  Magellan  Fund  for  their  retirement  portfolio.  They're 
looking  for  the  kind  of  perfor- 
mance potential  that  historically 
has  helped  stocks  outperform  not 
onl\  other  types  of  investments, 
but  inflation  as  well. 

...With  Magellan's 
Common  Sense 
Approach 

How  hits  Magellan  outper- 
formed all  other  muMal  funds  in 
America  for  the  15, 20  and  25- 
year  periods  ended  9/30/91?''  Maybe  it's  Magellan's  investment  strategy 
Magellan  searches  out  the  best  companies  availiible,  both  at  home  and 
abroad,  day  by  day  one  stock  at  a  time.  Of  course,  piust  performance  is  no 
guarantee  of  futm-e  results. 

Free  Retirement  Planning  Guide 

Call  today  for  your  free  IRA  fact  kit,  and  be  sure  to  ask  for  your  free  copy 
of  Fidelity's  "Common  Sense  Guide  To  Planning  For  Retirement."  It's  designed 
to  walk  you  thi'ough  the  basic  steps  of  putting  together  a  retii'ement  plan. 

Visit  A  Fidelity  Investor  Center  or  Call  24  Hours 

1-800-544-8888 
FMelity  Investments' 

Common  sense.  Uncommon  results. 

Fur  nioiv  conipkle  uilornialion  un  an\  FideUly  fiind.  mcliidmi;  charges  and  i'\|xmm"s.  call  tor  a  Int'  iirdspecais.  Read 
it  carefully  before  you  invest  or  send  money.  'S&P  SOO"  is  an  unnianaged  uide\  of  common  slock  prices.  Returns  for 
the  S&  P  S()(l  reflect  reinvestment  of  dividends.  Magellan's  returns  include  reinvestment  of  dividends  and  capital  gains, 
changes  in  share  price  and  theelfecLs  of  the  fund's  3"u  .sales  charge.  (Portfolio  manager  changed  (i/l  A)(l.)  .\]l  perfor- 
mance is  historical-  Fhe  Fund's  share  price  and  return  w  ill  van  and  \ou  may  have  a  gain  or  loss  w  hen  \m  sell  vour 
shares.  ".\ccordingtoLipper  .\nal\  Iical  Services.  Inc..  Magellan  ranked  #1  out  of  PS,  #1  outof  .s(l').  #1  oiitof  .-^(i2, 
#3outof4S.i.  #S4outof9"0.  and  #2l)S()utof  1,'%  funds  fort  fie  2S.  20,  \\  II),  Sand  1  vear  periods  ended 
■9/,-(()/91  Fidelit\  Distributors  Corporation.  CODE:  BW/IV1AGI/021092 


Magellan  has  Consistently 
Outperformed  theS&P500^ 

39.12°° 

^ttsu?''^'       Average  Annual  Returns 

: 

1  23.76°« 

1  16.21°°  i>i  7K«/„  HE1l744"''° 

i.  n  n 

1Year 

5  Year        10  Year 

M  Magellan       |      |  S&P500 
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RESEARCH  I 


IDEAS  GALORE, 

BUT  WHERE  ARE  THE  GOODS? 


At  MIT's  Media  Lab,  products  have  been  slow  in  coming 


ack  in  1987,  Stephen  Benton  drew 
raves  for  his  unique  rendering  of 
a  Chevy  Camaro:  He  created  an 
eif^ht-inch  holof^ram  of  the  muscle  car. 
Projected  off  a  clear  fihii,  it  seemed  to 
float  in  midair. 

Benton,  a  researcher  at  the  Media 
Laboratory  at  Massachusetts  Institute 
of  Technoloj^y,  thought  auto  makers 
could  develop  new  models  faster  by  ma- 


past  30  months,  leaving  about  60  in  the 
fold.  The  lab  "hasn't  lived  up  to  its  initial 
charter,"  asserts  Michael  A.  Isnardi,  a 
former  researcher  there  who  heads  the 
systems-research  group  at  David  Sar- 
noff  Research  Center  in  Princeton,  N.J. 
Now,  Negroponte  is  taking  steps  to 
make  the  lab  more  effective. 

The  Media  Lab  never  promised  results 
in  less  than  5  to  10  years.  But  that  got 


nipulating  his  comijuter-generated  holo- 
grams than  by  constantly  revising  clay 
prototypes.  But  by  last  June,  he  was  still 
years  away  from  his  goal — and  General 
Motors  Corp.  ended  its  $1  million  in  sup- 
port. "We  might  still  do  it  if  we  can  find 
another  sponsor,"  says  Benton.  But  for 
now,  the  project  is  "on  hiatus." 
lOST  SPONSORS.  That  tale  illustrates 
what's  trouliling  one  of  America's  most 
ambitious  research  initiatives.  Founded 
in  1985,  the  Media  Lab  aimed  to  be  the 
place  where  companies  could  jointly  ex- 
plore 21st-century  computer  technol- 
ogies. The  lab's  48-year-old  founder,  MlT 
professor  Nicholas  Negroponte,  has 
raised  $42  million  for  research  so  far. 
Lab  researchers  have  won  9  patents, 
filed  for  17  more,  and  signed  3  licensing 
deals.  But  just  two  of  their  innovations 
have  gone  into  products.  And  12  corpo- 
rate sponsors  liave  dropped  out  in  the 


lost  in  the  initial  hyperljole.  "Our  char- 
ter," the  lab's  brochure  still  says,  is 
"...  to  drive  technological  inventions 
and  break  engineering  deadlocks  with 
new  perspectives  and  demanding  appli- 
cations." Negroponte  recruited  some  of 
.MIT's  best  and  brightest,  including  artifi- 
cial-intelligence pioneer  Marvin  L. 
Minsky  and  learning  theorist  Seymour 
A.  Papert.  Glowing  news  accounts,  plus 
a  breathless  1987  book  from  Stewart 
Brand,  creator  of  The  Last  Whole  Earth 
Catalog,  helped  attract  sponsors.  Of  the 
$9.4  million  Negroponte  raised  for  fiscal 
1992,  corporate  biggies  such  as  Apple 
Computer,  IBM,  and  Sony  kicked  in  70%. 
The  Defense  Dept.  and  the  National  Sci- 
ence Foundation  came  up  with  the  rest. 

They've  gotten  a  fountain  of  ideas  for 
their  money.  The  lab's  134  researchers, 
about  75%  of  them  graduate  students, 
are  organized  into  12  groups.  Among  the 


concepts  these  teams  have  delivered  i 
"scalable  video,"  the  now  accepted  m 
tion  that  a  single  broadcast  signal  ca 
serve  everything  from  a  black-and-whit 
TV  to  future  high-definition  televism 
(HDTV)  systems.  The  lab's  bold  vision  u, 
the  marriage  of  computers,  TV,  and  filil 
technologies  has  also  brought  togethe 
the  likes  of  Apple,  Disney,  and  Nii 
tendo.  To  some  sponsors,  who  pay  up  I 
$1  million  a  year  for  "open-door"  actes 
to  all  the  lab's  work,  just  being  expose 
to  these  creative  talents  is  worth  pleiit\ 
Says  a  top  NEC  Corp.  official:  "Wli;i 
we've  learned  is  a  way  of  thinking — vei- 
different  from  the  way  Japanese  thin 
about  research." 

UTTiE  CROSSOVER.  Still,  some  sponsor 
long  for  more.  After  (iM's  departure  las 
year,  American  Telephone  &  Telegrap 
Co.  withdrew  from  a  long-range  prujcc 
on  compressing  data  for  more  effii-im 
transfer  over  plion 
lines.  And  an  execij, 
five  at  another  e? 
sponsor,  who  rc 
quests  anonymitj 
bemoans  the  lab's  ir 
ability  to  transforr 
its  ideas  into  techno 
ogy.  "If  it  had  mar 
aged  to  hit  on  all  cy 
inders  in  a  wa, 
consistent  with  it 
mission,  it  coul 
have  had  an  enoi 
mous  impact,"  say 
this  executive.  Whil 
other  MIT  labs  am 
researchers  hav 
.spun  out  dozens  o 
new  companies  ovc 
the  past  seven  ycar^ 
the  Media  Lab  lia 
spawned  just  oni 


WILL  MirS  GRAMD 
VISION  PAY  OIF? 

Corporaf/ons  and  tfie 
U.S.  governmenf  have 
pumped  millions  into 
the  Media  Lab 


'86    FISUL  YEARS  ENDING  JUNE  30  '92 
A  MILLIONS  OF  DOLURS 
DAW:  MASSACHUSETTS  INSTITUTE  Of  TECHNOLOGY 


Cambridge-based  Digital  Video  Ap])lic; 
tions  Corp.  (I)IV,4)  will  .soon  ship  its  firs 
product — a  programming  tool  for  incoi 
porating  video  into  computer  software. 

The  lab  is  falling  short  by  other  trad 
tional  measures,  too.  For  instance,  \'r\ 
of  its  graduate  students  have  gone  on  t 
prominent  roles  in  industry.  The  recor 
is  lackluster  in  part  because  researche 
William  F.  Schreiber  took  his  advance^ 
television  consortium  to  another  MIT  hu 
in  mid-1989  rather  than  let  Japanes 
companies  see  his  HDTV  research  unde 
the  Media  Lab's  open-door  policy.  Eigh 
sponsors  tagged  along,  including  .\H( 
NBC,  and  Zenith.  Now,  former  gradual 
students  of  Schreiber's  have  prepaid 
three  of  the  six  HDTV  development  pr( 
posals  the  Federal  Communication 
Commission  is  considering.  Greg  B.  Th;i 
gard,  vice-president  at  Colorsystem 
Technology  Inc.  in  Los  Angeles,  say 


When  you're  in  the  market 
for  a  personal  computer,  it's 
easy  to  get  lost  in  all  the 
numbers.  But  at  PC  Brand, 
we  only  have  to  give  you 
two.  The  first,  $1695,  is  our  vir- 
tually unbeatable  price  on 
the  PC  Brand  386/SX-20 
Notebook.*  And  the  second, 
1-800-722-7263,  is  the  number 
you  call  to  order  it,  or  any 
of  our  PCs,  up  to  the  powerful 
i486™  EISA. 

Of  course,  if  we  wanted  to, 
we  could  show  you  some 
other  amazing  numbers  on 
our  Notebook.  Numbers  like 
2MB  RAM,  expandable  to 
16MB,  a  40MB  hard  drive, 
1,44MB  3.5"  floppy,  and  a  9" 
non-glare  VGA  screen  with  32 
(count  'em)  gray  shades.  And 
finally,  8.6"D  x  11"L  x  2.1"H 
(its  dimensions),  7.2  lbs.  (its 
weight),  numbers  that  mean  it 
can  go  just  about  anywhere. 


So  if  you're  interested  in 
ordering,  just  call  our,  you 
guessed  it,  toll-free  number. 
We'll  tell  you  about  our  1-year 
limited  warranty,  30-day  no 
questions  asked  money  back 
guarantee,  and  unlimited  toll- 
free  technical  support.  We'll 
also  introduce  you  to  some 
personal  computers  that  set 
industry  standards  in  price, 
quality,  and  support.  Actually, 
they  do  it  a  number  of  ways. 


25/W/-/Z  w/l^  a  60  or  80MB 
hard  drive  now  available. 

A 


PQ 


BRAND 
1-800-722-7263 

All  major  credit  cards,  checks,  money  orders,  direct  wire 
and  approved  purchase  order  accepted 
We  re  open  Mon  -Fri  7am  to  7pm,  Sat  Sam  to  4pm  Central  Time 


IF  YOU'RE  SHOPPING 
FOR  A  NEW  PC, 

HERE  ARE  THE  ONLY 
TWO  NUMBERS 

YOU  NEED  TO  KNOW. 
$1695 
1-800-722-7263 


lEiBRAND  NBSX-20 
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PC  Brand  reserves  the  riohl  lo  amend  specifications  and  prices  wilhout  notice.  Intel  is  a  registered  lrademarl<  of  the  Intel  Corporaliorf^ 
All  other  products  or  services  are  identified  by  the  trademarks  or  service  marks  of  their  respective  companies.  ,; 

®1992PCBrand,UoorparK,  California. -Supplies  are  limited.  BWKZIOZ 


BUSINESS  WEEK/FEBRUARY  10  1992  123 


evelopments  to  Watc 


EDITED  BY  FLEUR  TEMPLETON 

A  SUREFIRE  MONITOR 
FOR  MISFIRING  ENGINES 


n  1989,  the  California 
Air  Resources  Board 
created  a  headache  for 
the  auto  industry.  It  set 
a  niid-1994  deadline  for 
carmakers  to  install  de- 
tection devices  for  cylin- 
der misfires,  which  even- 
tually can  destroy  a 
catalytic  converter  and 
thus  cause  more  pollu- 
tion. At  the  time,  there 
wasn't  a  built-in  monitor 
that  could  do  the  job. 
Now,  a  Purdue  Uni- 
versity team  has  developed  a  way  to  use  sensors  along  with  a 
digital  signal-processing  chip  from  Texas  Instruments  Inc.  to 
detect  even  the  slightest  misfiring.  The  system  measures  the 
speed  at  which  a  piston  completes  one  stroke  and  compares 
that  to  the  adjacent  piston's  speed.  In  a  smooth-running  en- 
gine, the  two  speeds  are  the  same.  The  system  can  distinguish 
between  actual  misfires  and  vibrations  caused  by  rough  roads 
or  the  drivetrain.  Look  for  a  red  warning  light  on  dashboards 
across  the  country  to  start  flashing  "misfire"  sometime  near 
the  end  of  the  decade. 


I 


TWO  SMART-HOME  SYSTEMS 
START  BUTTING  HEADS 


In  the  1980s,  U.  S.  homebuilders  were  worried  that  Japan  and 
Europe  would  take  the  lead  in  home-automation  systems. 
The  overseas  competitors  were  creating  standards  designed  to 
spur  development  of  "smart"  appliances,  furnaces,  air  condi- 
tioners, and  security  systems — a  market  that  could  reach  $5 
billion  annually  in  the  U.  S.  by  the  year  2000. 

To  head  off  the  threat,  three  dozen  American  companies, 
including  phone  companies  and  gas  and  electric  utilities, 
formed  Smart  House  LP  in  Upper  Marlboro,  Md.  Last  fall,  the 
base  technology,  called  Smart-Redi,  began  going  into  new 
homes.  The  integrated  wiring  system  can  pipe  electrical,  hi-fi, 
video,  computer-control,  and  phone  signals  to  any  wall  socket. 
Appliances  and  other  products  designed  for  Smart-Redi  will  hit 
the  market  this  year. 

But  not  everyone  is  banking  on  Smart  House  systems, 
which  will  cost  $15,000  and  up.  Honeywell  Inc.,  for  example, 
unveiled  TotalHome  in  late  January.  This  scheme  integrates 
the  Minneapolis  company's  comfort  controls  with  a  remote- 
controlled  security  system.  But  TotalHome  doesn't  need  spe- 
cial wiring — and  it  will  cost  only  half  as  much  as  the  Smart 
House  technology. 


PUTTING  A  KEY  BIOTECH  TOOL 
INTO  MORE  HANDS 


Polymerase  chain  reaction,  or  PCR,  is  one  of  the  wonders  of 
the  biotechnology  age.  By  allowing  scientists  to  create 
millions  of  copies  of  a  piece  of  DNA,  it  can  be  used  to  spot 
inherited  genetic  defects  or  to  study  the  genes  of  extinct 
creatures.  But  PCPv  has  been  at  the  center  of  a  bitter  controver- 
sy over  the  restrictive  licensing  policy  set  by  its  patent  owner. 


Hoffmami-La  Roche  Inc.  Academic  or  company  labs  that  wai 
to  use  the  technique  must  pay  Roche  thousands  of  dollars  u] 
front,  plus  $25  for  each  person  tested.  In  addition,  using  PCR  t 
test  for  paternity  or  infectious  diseases  was  flatly  prohibite 
by  Roche. 

But  the  mounting  criticism  has  had  an  effect.  On  Jan  2. 
Roche  Molecular  Systems  announced  a  sweeping  change  i 
PCR  licensing.  It  slashed  fees  and  agreed  to  let  licensees  mo\ 
into  the  formerly  restricted  areas.  The  change  promises  t 
lower  costs  dramatically — and  widen  the  reach  of  diagnosti 
tests  for  everything  from  cystic  fibrosis  to  viral  diseases.  "It 
going  to  make  a  tremendous  difference — like  night  and  day 
says  Thomas  K.  Reed  Jr.  of  Vivigen  Inc.,  a  Santa  Fe  (N. 
company  that  undertakes  such  tests. 


1 


WHY  U.S.  COMPANIES  ARE  LOSING 
GROUND  IN  THEIR  OWN  BACKYARD 


Why  do  Ameiican  companies  keep  falling  behind  the 
foreign  rivals?  One  possible  answer  is  starkly  revealt 
in  a  new  study  by  John  R.  Norsworthy  and  Show-Ling  Jang  ( 
Rensselaer  Polytechnic  Institute  in  Troy,  N.  Y.  The  researci 
ers  compared  the  technology  at  U.  S. -owned  factories  with  th 
employed  in  foreign-owned  or  affiliated  plants  in  the  U.  S. 

They  discovered  that  the  foreign-controlled  plants  in  tl 
U.  S.  were  far  more  up-to-date,  using  30'/'  more  of  such  a 
vanced  methods  as  computer-aided  manufacturing  and  desig 
The  differences  were  most  striking  in  industries  where  Ame 
can  companies  have  been  losing  market  share,  such  as  sen 
conductors  and  automobiles. 

The  foreign-owned  factories  also  continued  to  invest  mo 
money  in  new  machinery  and  equipment.  The  trend  doesr 
bode  well  for  the  future  of  U.  S.  industry,  Norsworthy  warr 
"I  think  it  will  turn  out  that  these  advanced  technologies  ha 
an  impact  on  productivity." 


BRIDGE  LOOKING  SHAKY? 
QUICK,  TAKE  A  VIDEO  HOLOGRAM 


ridges  and  buildings 
'are  subject  to  de- 
cay, but  disaster  may  be 
prevented  if  strains  are 
found  in  time.  A  new 
technology,  the  Holo- 
strain  System  from  the 
Illinois  Institute  of  Tech- 
nology in  Chicago,  uses 
a  video  camera  to  scan 
structures  and  analyzes 
the  images  with  special 
software  on  a  PC. 

Conventional  hologra- 
phy employs  a  laser  and 
ordinary  film  to  photograph  a  surface,  but  Holostrain  reect 
structs  the  image  electronically  after  it  is  captured  on  vid<t 
The  highly  sensitive  system  measures  displacements  small 
than  one-tenth  of  a  micron,  says  Cesar  Sciammarella,  aefe 
space  engineering  professor  at  I  IT.  Moreover,  Holostrain  p 
portable — and  can  identify  stresses  on  the  spot.  ; 

The  research  was  funded  by  the  National  Science  Founci- 
tion  and  by  NAS.\,  which  will  use  Holostrain  in  its  NatioiJ 
Aerospace  Plane  project.  Sciammarella  also  expects  the  s 
tern  to  be  used  by  auto  and  aircraft  manufacturers.  It  may  t 
the  market  by  the  end  of  this  year  and  should  sell  for  $30. 1 1 
to  $100,000  depending  on  how  sophisticated  the  system  is. 
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:  IT'S  A  MILD  RECESSION^ 
mV  IS  IT  SO  PAINFUL? 


ik  slips  hurt,  but  what  really  spooks  consumers  is  weak  incomes 


■  conomists  have  been  puzzled  for 
I  months  over  why  the  economy  is 

■  making  people  feel  so  bad.  Sur- 
s  by  the  Conference  Board  and  the 
versity  of  Michigan  show  that  con- 
ler  confidence  is  as  low  as  it  was  in 

1981-82  recession.  But  unemploy- 

it  was  nearly  10%  back  then,  vs. 

:  7%  today.  And  subtle  job-market 

cators,  such  as  the  number  of  peo- 
who  have  stopped  looking  for 

■k,  are  much  lower  now  as  well.  So 

I  all  the  pessimism? 

he  lingering  recession,  economists 

starting  to  say,  has  focused  public 

intion  on  a  depressing  fact:  For  a 

ade  or  more,  pay  raises  for  Ameri- 

s  without  college   degrees  have 

^ed  behind  inflation.  And  now,  even 
privileged  few — those 

h  family   incomes  up 

r  six-digit  territory — are 

ig  force-fed  a  taste  of 

terity.  In  1990,  their  real 

)mes  fell  by  as  much  as 

—further,  by  far,  than 

se  of  the  unlucky  many. 

There  seems  to  be  an 

lerlying   lack   of  confi- 

ce  that's  not  just  coming 

n  the  recession,"  says 
Meisenheimer,  an  econ- 

st  at  the  Bureau  of  La- 
Statistics  (BLS).  Adds 

■ry  Mishel  of  the  Eco- 

fiic  Policy  Institute  (EPI), 

iberal  Washington  think 

k:  "All  the  bright  spots 

the  1980s  have  dimmed. 

men's  wages  aren't  go- 
up  anymore,  and  white-collar  and 

ege-educated  employees  are  being 

.eezed  for  the  first  time."  In  short, 

gnating  income,  as  much  as  a  scar- 

'  of  jobs,  is  what's  making  consum- 
unhappy. 

it  THE  PEAK?  Hourly  workers  spent 
ch  of  the  1980s  dueling  with  this 
blem.  Their  real  wages  fell  as  com- 
lies  cut  labor  costs.  So  more  wives 
led  the  work  force,  bolstering  fam- 
incomes  and  confidence, 
'his  strategy  can't  offset  a  slump, 
vever.  Adjusted  for  inflation,  the 
irage  hourly  wage  of  U.  S.  workers 


fell  from  $10.91  in  1989  to  $10.37  in  the 
first  quarter  of  1991,  according  to  an 
analysis  of  BLS  data  by  the  EPI.  At  the 
same  time,  the  share  of  women  hold- 
ing jobs  leveled  off  at  57%.  And  in 
1990,  the  EPI  says,  their  inflation-ad- 
justed pay  fell  slightly,  by  0.7%. 
"Many  families  can't  work  any  more 
than  they  now  do,  because  the  wives 
already  have  a  job,"  says  David  E. 
Card,  an  economist  at  Princeton  Uni- 
versity. "The  recession  may  have  made 


THE  RECESSION  HAS 
HIT  COLLEGE  GRADS... 


...AS  WELL  AS 
WEALTHY  FAMILIES 

CHANGE  IN  AVERAGE 
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MEDIAN  ANNUAL  INCOME 
OF  COLLEGE-EDUCATED  MEN 

FOR  YEAR-ROUND,  FUll  TIME 
WORKERS,  25  AND  CIDER 


FAMILY  INCOME* 

1 1990  AVERAGE  INCOME 

1  1979-90  1 

1989-90  1 

TOP  5% 

S148,100 

16.9% 

-5.3 

TOP  20%-- 

94,400 

12.8 

-3.3 

SECOND  20% 

50,800 

5.1 

-2.1 

THIRD  20% 

35,300 

0.7 

-2.0 

FOURTH  20% 

22,900 

-1.3 

-1.2 

LOWEST  20% 

9,800 

-6.6 

-1.1 

•88  '89  90 
A  THOUSANDS  0F  1990  DOLURS 


•AFTER  ADJUSTING  FOR  INFIATION 


DATA:  ECONOMIC  POLICY  INSTITUTE 


them  realize  that  their  incomes  have 
peaked,  with  little  prospect  for  growth 
even  in  a  recovery." 

White-collar  and  college-educated 
employees  appear  to  be  getting  the 
same  message.  The  incomes  of  both 
groups  started  outpacing  inflation  in 
1982.  In  1987,  however,  white-collar 
pay  faltered.  By  1990,  it  lagged  infla- 
tion by  2%.  College-educated  men,  who 
prospered  through  1989,  have  suffered 
a  shock  since  then:  Their  inflation-ad- 
justed incomes  fell  by  4%f  in  1990,  ac- 
cording to  the  EPI. 

One  reason  may  be  that  many  com- 


panies have  cut  payrolls  in  part  by  get- 
ting older  employees  to  retire  early. 
These  people  don't  show  up  on  jobless 
rolls  or  as  discouraged  workers.  Many 
are  high-income  white-collar  men  who 
have  been  replaced  by  younger,  lower- 
paid  employees.  This  changing  mix  of 
wages  may  be  what  is  dragging  down 
average  incomes  for  college  grads. 

Even  the  wealthy  aren't  immune  to 
this  trend.  Starting  in  the  1981  reces- 
sion, families  in  the  top  one-fifth  of 
earners  got  richer  every  year — as 
those  on  the  bottom  got  poorer.  By 
1990,  however,  the  incomes  of  the  well- 
heeled  were  dropping  more  quickly 
(table).  Some  economists  speculate  that 
interest-rate  declines  may  strike  hard- 
er at  high-income  families,  who  own 
more  bonds.  "An  important  source  of 
rising  inequality  was  rising  real  inter- 
est rates,"  says  Sheldon  Danziger, 
who  is  a  professor  of  social  work  at 
the  University  of  Michigan.  "They're 
down  now,  which  hurts  the  elderly  and 
the  rich." 

INTRACTABLE.  If  poorer  consumers  see 
poetic  justice  in  this,  it  hardly  gives 
them  much  comfort.  Their  purchasing 
power  may  be  holding  up  better  for 
now.  But  they  don't  have  that  much  to 
begin  with. 

What's  more,  their  prob- 
lems may  be  more  intracta- 
ble. Although  the  bottom 
20%  of  wage  earners  lagged 
behind  inflation  through  the 
1980s,  a  plentiful  supply  of 
low-paying  jobs  at  least 
meant  that  they  could  find 
work  fairly  easily.  No  long- 
er. Industries  such  as  retail- 
ing have  shed  thousands  of 
part-time  jobs  that  won't 
come  back  soon,  if  ever. 
This  hasn't  shown  up  in  the 
unemployment  rate  of  wom- 
en— perhaps  because  many 
have  stopped  looking  for 
work  and  gone  on  welfare. 
Some  94%  of  such  recipients 
are  female.  And  the  welfare 
rolls  have  swelled  by  24%  since  1989, 
to  4.6  million.  "Not  only  are  more  peo- 
ple coming  onto  welfare,  but  the  num- 
ber leaving  has  fallen,"  notes  Rick 
Ferreira,  a  senior  policy  associate  at 
the  American  Public  Welfare  Assn.,  a 
Washington  lobbying  group.  "There 
are  just  no  jobs  anymore." 

Unemployment  may  be  relatively 
low  for  a  recession  that  looks  and  feels 
so  bad.  But  if  income  trends  are  any 
harbinger,  consumers  could  suffer 
from  a  lengthy  hangover  even  after 
the  jobless  rate  improves. 

By  Aaron  Benistein  in  New  York 
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RETAILING  I 


SHORT  CHAPTER, 
HAPPY  ENDING 

How  Federated  is  pulling  out  of  bankruptcy  sooner  than  expected 


It  listed  50,000  creditors  witli  claims 
of  $90  billion.  It  accumulated  at  least 
7,700  separate  petitions,  exhibits,  and 
other  specimens  of  mind-numbing  legal- 
ese.  It  was  the  Chapter  11  filing  of  Fed- 
erated Department  Stores  and  Allied 
Stores  Corp.,  and  it  had  all  the  markings 
of  the  Bankruptcy  from  Hell.  When  the 
chains  filed  on  Jan.  15,  1990,  pessimists 
figured  that  5  to  10  years  might  pass 
before  they  left  bankruptcy. 

But  now,  as  rival  R.  H.  Macy  &  Co. 
slides  into  Chapter  11,  Federated  and 
Allied  are  poised  to  emerge  from  bank- 
ruptcy by  mid-February  as  a  new  entity. 
Federated  Department  Stores  Inc.  It  has 
severed  all  ties  to  Canada's  Campeau 
Corp.,  whose  founder,  real  estate  devel- 
oper Robert  Campeau,  bought  Allied  and 
then  Federated  in  debt-fueled  deals 
worth  $11  billion.  Federated's  banks,  in- 
vestment advisers,  bondholders,  and  re- 
tail suppliers  will  drop  their  original 
claims  largely  in  exchange  for  new  notes 
and  stock.  The  deal  wipes  away  $5  bil- 
lion in  liabilities. 

'STRANGE  TRIP.'  Despite  some  stiff  chal- 
lenges, the  new  Federated  has  a  fight- 
ing chance  of  survival.  That's  heartening 
news  for  Macy's  executives,  but  nobody 
is  pretending  the  Federated  bankruptcy 
was  a  Cakewalk.  Presiding  Judge  J.  Vin- 
cent Aug  Jr.  recently  called  the  workout 
"a  long  strange  trip."  Among  the  pit- 
falls were  a  threatened  lawsuit  hy  Allied 
bondholders,  a  near-rebellion  by  major 
creditors,  and  a  brutal  recession. 

Unlike  Macy's,  Federated  planned  for 
its  filing  months  in  advance.  In  Septem- 
ber, 1989,  it  hired  Cleveland  law  firm 
Jones,  Day,  Reavis  &  Pogue  and  its 
partner  David  Heiman  as  legal  standard- 
bearer.  Heiman  arranged  contingency  fi- 


nancing well  in  advance  and  had  a  team 
ready  to  examine  creditors'  claims. 

Also  on  hand  were  two  able  insiders. 
One  was  G.  William  Miller,  a  Federated 
board  member,  former  Treasury  Secre- 
tary, and  the  man  who  oversaw  Chrysler 
Corp.'s  restructuring.  Just  after  the  fil- 
ing. Miller  signed  up  as  the  new  chair- 
man of  Federated  Stores — on  the  crucial 
condition  that  Campeau  Corp.  and  Rob- 
eil  Campeau  got  no  concessions  and  had 
nothing  to  do  with  a  workout.  The  board 
agreed,  and  bondholders  took  heart. 
Says  James  Heffernan,  a  partner  in  the 
investment  firm  of  Whitman,  Heffernan 
&  Rhein,  and  a  Federated  bondholder: 
"The  people  at  Federated  had  no  interest 
in  giving  anything  to  Campeau,  and  that 
made  things  a  lot  easier." 

Miller  also  recruited  a  top-notch  mer- 
chant as  operating  chief:  Allen  Ques- 
trom,  who  had  left  his  job  as  CEO  of 
Federated's  Bullock's  chain  when  Cam- 
peau took  over.  But  Miller's  real  trouble- 
shooters  in  the  bankruptcy  itself  have 
been  Heiman  on  the  outside  and  Vice- 
Chairman  and  Chief  Financial  Officer 
Ronald  W.  Tysoe  on  the  inside. 

In  some  ways,  Tysoe,  38,  was  an  odd 
choice:  He  was  Campeau's  right-hand 
man  in  takeovers.  But  since  he  had  got- 
ten 92  banks,  including  Citibank,  to  lend 
Campeau  money  in  the  first  place,  the 
Canadian-born  Tysoe  seemed  adept  at 
negotiating  a  rescue.  And  in  contrast  to 
the  controversial  behavior  of  his  ex-boss, 
Tysoe's  unflappability  and  financial  acu- 
men were  reassuring  to  creditors.  "Ty- 
soe was  critical  to  the  future  success  of 
the  company,"  says  Todd  Slotkin,  Citi- 
bank's head  of  leverage  lending. 

Tysoe,  a  law  and  business  graduate  of 
the  University  of  British  Columbia,  says 


his  long  working  relationship  with  ts 
banks  helped:  "They  knew  I  had  no 
cret  agenda."  But  just  to  make  su? 
there  was  no  falling  out,  Tysoe  press! 
for  and  ultimately  won  the  agreement  f 
all  claimants  to  release  former  and  ci- 
rent  Federated  and  Allied  directors  al 
officers,  including  himself,  from  any  - 
ability  related  to  the  takeovers. 
TWO  CRISES.  From  the  first,  Tysoe  wa  .- 
ed  lenders  to  forgive  the  old  debt  di 
accept  equity  in  partial  payment.  Owi 
$1.9  billion,  the  bank  lenders  balked;- 
and  none  more  so  than  Citibank.  AIrea»" 
the  senior  bank  on  several  retail  bai.- 
ruptcie.s — Circle  K,  Ames  Departmtlt 
Stores  Group,  and  Southland — Citibaf 
wanted  its  loans  back  in  cash  and  noti, 
and  fast.  For  over  a  year,  Slotkin  ad 
other  members  of  the  syndicate  op|iosSl 
Tysoe,  favoring  a  big  asset  sell-off.  ^f- 
soe  argued  that  a  distress  sale  woid 
fetch  crummy  prices  and  satisfy  no  o:t 
The  bankers  eventually  agreed  to  tap 
24'-;  of  their  Federated  claims  in  equ^ 


THIS  WAY  OUT 

Key  dates  iri  the  Chapter  11 
proceedings' of  Federated 
Storeshnd  Allied  Depart- 
ment Stores  ■ 

DATA:  COMPANY  R 
U.S.  DISTRICT  COURT 


Federated  and  Allied 
hire  law  firm  Jones, 
Day,  Reavis  &  Pogue 
to  begin  planning  for 
Chapter  11 


Chapter  11  proceed-  > 
ings  start  in  Cincinnati; 
vendors  unable  to  cash 
$100  million  in  pay- 
ments 


Allen  Questrom,  a  for- 
mer Federated  manag- 
er, hired  away  from 
Neiman  Marcus  to  run 


Allied  bondholde; 
pare  complaint  a 
fraudulent  conve 
by  several  partic 
in  the  takeovers ! 
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Many  creditors  wanted  a 
sell-off,  but  Tysoe  talked 
them  into  a  reorganization 


the  rest  in  cash  and  new  notes.  Then 
le  a  second  crisis.  Federated  needed 
ine  up  working  capital  it  could  use 
r  emerging  from  bankruptcy.  Chemi- 
Bank  tried  to  put  together  a  new 
dicate  to  provide  up  to  $700  million, 

it  failed.  Few  banks  were  left  that 
n't  already  lent  Federated  money, 

those  that  were  believed  the  new 
erated  would  still  be  too  highly  lever- 
d.  Finally,  the  original  bank  lenders, 
•ing  that  Federated  might  never  have 
funds  to  compete  effectively,  agreed 
"ergo  the  cash  part  of  their  deal  in 
bange  for  another  new  note.  Says 
;kin:  "We  realized  it  was  up  to  us  to 
le  up  with  a  solution  to  make  sure 

company  was  well-capitalized." 
ysoe's  work  didn't  end  with  the  bank 
1.  Looming  over  the  bankruptcy  was 
threat  of  a  lawsuit  from  Allied  bond- 
iers.  These  investors  were  livid  that 
npeau  had  sold  Allied's  Brooks 
ithers  and  Ann  Taylor  divisions  and 
in  the  cash  to  his  holding  company. 


Federated  Stores  Inc.  In  exchange  for 
the  cash,  FSI  gave  Allied  stock  in  Feder- 
ated. FSI  then  used  the  cash  to  pay  down 
debt  Federated  owed — from  its  own 
takeover — to  Banque  Paribas  and  Bank 
of  Montreal.  Allied  bondholders  charged 
that  Allied  had  been  given  worthless 
stock  and  deprived  of  crucial  funds.  So 
they  planned  on  a  $1.2  billion,  carpet- 
bombing  suit  charging  "fraudulent  con- 
veyance" against  Allied,  Federated,  Citi- 
bank, Banque  Paribas,  Bank  of 
Montreal,  and  First  Boston,  which  had 
given  Campeau  takeover  advice. 
'GOING  NUTS.'  For  months,  the  Allied 
case  seemed  to  be  going  nowhere,  large- 
ly because  Judge  Aug  had  enjoined  the 
bondholders  from  suing.  "The  Allied 
bondholders  were  going  nuts,  and  no- 
body was  listening  to  them,"  says  Peter 
Chapman,  editor  of  Bankruptcy  Credi- 
tors' Service,  a  daily  newsletter  that 
tracked  Federated.  Then  Ellen  Werther, 
a  partner  at  Coudert  Brothers  and  the 
Allied  bondholders'  attorney,  petitioned 


to  have  an  examiner  appointee!  to  decide 
the  merits  of  the  bondholders'  claims. 
Within  weeks,  they  had  a  deal  to  drop 
their  complaint  in  exchange  for  new  eq- 
uity valued  by  Federated  at  $472.5  mil- 
lion. The  biggest  barrier  to  a  workout 
was  gone. 

What  happened?  The  answer  lies  in  a 
depository  in  Manhattan,  where  400,000 
pages  of  documents  related  to  the  bank- 
ruptcy have  been  placed.  Outsiders  are 
barred  by  court  order  from  viewing  the 
sensitive  papers.  But  lawyers  for  all  par- 
ties had  access,  and  as  they  burrowed, 
Werther  and  Tysoe  say  the  strength  of 
the  case  emerged.  Says  Tysoe:  "We 
knew  the  potential  for  liability  was 
there." 

First  Boston  and  Bank  of  Montreal 
disagree.  "The  documents  that  the  Bank 
of  Montreal  submitted  did  not  in  any 
way  establish  fraudulent  conveyance," 
says  Robert  Finke,  an  attorney  at  Mayer 
Brown  &  Piatt  in  Chicago,  the  bank's 
counsel.  "They  showed  the  opposite." 
Banque  Paribas  could  not  be  reached, 
and  Citbank  would  not  comment.  Bank 
of  Montreal,  Banque  Paribas,  and  First 
Boston  will  swap  their  claims  for  new 
equity. 

NORTHEAST  EXPOSURE.  With  the  fraudu- 
lent-conveyance  issue  settled.  Federated 
has  had  other  headaches,  most  notably  a 
haggle  with  the  Internal  Revenue  Ser- 
vice, which  it  says  has  been  resolved. 
And  the  struggles  will  continue  after 
bankruptcy.  Many  Federated  chains, 
which  include  Stern's  and  Abraham  & 
Straus,  are  in  the  recession-weary 
Northeast. 

The  post-bankruptcy  Federated  will 
still  be  heavily  leveraged  with  $3.5  bil- 
lion in  debt  on  its  balance  sheet.  Another 
potential  problem  is  consumers'  in- 
creased enthusiasm  for  bargains,  which 
means  that  even  after  the  economy 
comes  out  of  a  recession,  "department 
stores  will  not  be  able  to  mark  up  as 
they  used  to,"  warns  Barbara  Wedel- 
staedt,  a  junk-bond  analyst  at  Duff  & 
Phelps  Inc.  "So  the  general  level  of  prof- 
itability will  not  reach  what  it  did  in  the 
1980s."  On  the  other  hand,  virtually  any- 
thing would  be  better  than  what  Feder- 
ated went  through  in  the  1980s. 

By  Laura  Zinn  with  Michele  Galen  in 
New  York- 
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e  their  own  plan 
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Allied  bondholders,  in 
return  for  $472.5  mil- 
lion in  new  Federated 
stock,  drop  all  claims  of 
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Company  persuades 
bank  syndicate  to  take 
more  equity 


Judge  approves  compa^*; 
ny  plan  to  swap  $5  bil-^ 
lion  in  bank  debt  and 
other  liabilities  for  new 
notes  and  equity 


Emergence  from  Chap- 
ter 11  scheduled  for 
Federated  Department 
Stdres,  a  retailer  with 
$7.2Mlion  in  sales 
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m  embarrassed  to  tell  you  how  many  times  I've  tried  to  go 
cold  turkey  to  quit  smoking.  But  I  never  really  lasted.  Sooner  or 
later,  I'd  start  smoking  again.  Then,  my  doctor  suggested  a  new 
approach  that  includes  the  Habitrol™  (nicotine)  patch. 


riL  NOW,  I  NEVER 
THOUGHT  I  COULD 
REALLY  QULTSMOKLNG 


Habitrol  is  a  skin  patch.  When  used  as  part  of  a 
comprehensive  smoking  cessation  program,  it  has  been 
clinically  proven  to  significantly  increase  the  chances  of 
quitting  by  relieving  the  craving  for  nicotine. 

In  addition  to  the  smoking  cessation  program,  I  was 
given  a  free  kit.  The  kit  includes  tips  on  getting  through  the 
rough  times  and  an  audio  tape  for  relaxation  and  motivation. 
My  doctor  is  a  big  support  as  well.  He  even  gave  me  a  list  of 
support  groups  I  could  attend. 

Of  course,  Habitrol  won't  work  tor  everyone.  Only 
your  doctor  can  determine  if  it's  right  for  you.  If  you're 
pregnant  or  suffer  from  any  serious  disease,  be  sure  to  tell  your 
doctor.  The  most  common  side  effect  is  skin  irritation. 

If  you're  really  determined  to  quit,  ask  your  doctor 
about  Habitrol  therapy.  Or  call  I'SOO-YES-U-CAN,  for 
more  information,  today. 

If  you're  tired  of  quitting  and  failing,  this  could 
be  your  chance. 


NEW 

YOU  CAN  HA  VE  THE  POWER.  HabitiDl 

(nicotine) 


Habitrol  '* 
(nicotine) 

Transdermal  Therapeutic  System 

Systemic  delivery  of  21 ,  U,  or  7  mg/day  over  24  liours 

BRIEF  SUMMARY.  FOR  FUli  PRESCRIBING  INFORMATION  SEE  PACKAGE 
INSERT. 

INDICATIONS  AND  USAGE 

Hdbiltol  Kfdiiiieni  5  indicaled  as  an  aid  lo  smoking  cessation  lot  (he  reliel  ol  nico- 
line  wilhdrawal  symptoms  Habitrol  Ifeatment  should  Ik  used  as  a  pari  ol  a  com- 
prehensive !)ehavioial  smoking  cessation  progiam 

The  use  ol  Habitrol  systems  lor  longer  than  3  months  has  not  tieen  studied 
CONTRAINDICATIONS 

Use  ol  Habitrol  systems  is  conltaindicaled  in  patients  with  hypersensitivity  or  allei  - 
gy  lo  nicotine  or  lo  any  ol  the  componenis  ol  the  therapeutic  system 
WARNINGS 

Nicotine  Irom  any  source  can  Oe  toxic  and  addictive  Smoking  causes  lung  cancer 
heart  disease  emphysema,  and  may  adversely  atlect  the  letus  and  the  pregnant  woman 
For  any  smoker,  with  or  without  concomitani  disease  or  pregnancy,  the  risk  ol  nicotine 
replacement  in  a  smoking  cessation  program  should  be  weighed  against  the  hazard  ol 
continued  smoking  while  using  Habilrol  systems,  and  the  likelihood  ol  achieving  ces- 
sation ol  smoking  without  nicotine  replacement 
Pregnancy  Warning 

Tobacco  smoke  which  has  been  shown  lo  be  harmlul  to  the  letus,  contains 
nicotine,  hydrogen  cyanide,  and  carbon  monoxide  Nicotine  has  been  shown  in 
animal  studies  to  cause  telal  harm  It  is  theretore  presumed  that  Habitrol  Ireat- 
menl  can  cause  letal  harm  when  administered  to  a  pregnant  woman  The  etiect 
ol  nicotine  delivery  by  Habiliol  systems  has  not  been  examined  in  pregnancy 
(see  PRECAUTIONS,  Other  Eltects)  Therelore,  pregnant  smokers  should  be 
encouraged  to  attempi  cessation  using  educational  and  behavioral  interven- 
tions belore  using  pharmacological  approaches  It  Habitrol  therapy  is  used 
during  pregnancy  or  il  Itie  patient  becomes  piegnani  while  using  Habitrol 
Iceatment,  the  patient  should  be  apprised  ol  the  polenlial  hazard  to  the  letus 
Safety  Note  Concerning  Cliildren 

The  amounts  ol  nicotine  that  are  tolerated  by  adult  smokers  can  produce  symptoms 
ol  poisoning  and  could  prove  latal  il  Habitrol  systems  are  applied  or  ingested  by 
children  or  pels  Used  21  mg/day  systems  contain  about  60%  (32  mg)  ol  Iheir  ini- 
tial drug  content  Therelore  patients  should  be  cautioned  to  keep  both  used  and 
unused  Habitrol  systems  out  ol  the  reach  ol  children  and  pels 
PRECAUTIONS 
General 

The  patient  should  be  urged  lo  stop  smoking  completely  when  initialing  Habitrol 
therapy  (see  DOSAGE  AND  ADMINISTRATION)  Patients  should  be  inlormed  that  it 
they  continue  lo  smoke  while  using  Habitrol  systems,  they  may  experience  adverse 
ellecis  due  lo  peak  nicotine  levels  higher  than  those  experienced  Irom  smoking 
alone  It  there  is  a  clinically  signiticani  increase  in  cardiovascular  or  other  eltects 
attributable  lo  nicotine  ttie  Habitrol  dose  should  be  reduced  or  Habitrol  treatmenl 
discontinued  (see  WARNINGS)  Physicians  should  anticipate  that  concomitant 
medications  may  need  dosage  adiustmeni  (see  Drug  Interactions) 

The  use  ol  Habitrol  systems  beyond  3  months  by  patients  who  stop  smoking 
should  be  discouraged  because  Ihe  chronic  consumption  ol  nicotine  by  any  route 
can  be  harmlul  and  addicting 

Allergic  Reactions:  In  a  6-week,  open-label  dermal  irritation  and  sensitization 
study  ol  Habitrol  systems  22  ol  220  patients  exhibited  detinile  erythema  al  24 
hours  alter  application  Upon  rechallenge  3  patients  exhibited  mild-to-moderale 
conlaci  allergy  Patients  with  contact  sensitization  should  be  cautioned  that  a  sen  - 
ous  reaction  could  occur  Irom  exposure  to  other  nicotine-conlaining  products  or 
smoking  In  the  ellicacy  trials,  erythema  tollowing  system  removal  was  typically 
seen  in  about  1 7%  ol  patients,  some  edema  in  4%,  and  dropouts  due  to  skin  reac  - 
lions  occurred  rn  6%  ol  patienis 

Patienis  should  be  instructed  to  promptly  discontinue  the  Habitrol  trealment 
and  contact  therr  physicians  it  they  experience  severe  or  persistent  local  skin  reac- 
tions at  the  site  ol  application  (e  g ,  severe  erythema,  pruritus  or  edema)  or  a  gen  ■ 
eralized  skin  reaction  (e  g ,  urticaria,  hives,  or  generalized  rash) 
Skin  Disease:  Habitrol  systems  are  usually  well  tolerated  by  patients  with  normal 
skin  but  may  be  iiiiialinq  lor  parienis  with  some  skin  disorders  (atopic  or  eczema- 
tous  deirnalili',) 

Cariioyascular  or  Peripheral  Vascular  Diseases:  The  risks  ol  nicotine 
replacemeni  m  patients  wilh  certain  cardiovascular  and  peripheral  vascular  dis- 
eases should  be  weighed  against  the  benelits  ol  including  nicotine  replacemeni  in 
a  smoking  cessatron  program  lor  them  Specrticalty  patients  with  coronary  heart 
disease  (history  ol  myocardial  inlarclion  and/or  angina  pectoris)  serious  cardiac 
arrhythmias,  or  vasospastic  diseases  (Buerger's  disease,  Prinzmetat  s  variant  angi  - 
na)  should  be  caretully  screened  and  evaluated  belore  nicotine  replacement  is  pre- 
scribed 

Tachycardia  occurring  in  association  with  the  use  ol  Habitrol  treatment  was 
reported  occasionally  II  serious  cardiovascular  symptoms  occur  with  Habitrol 
iiealmeni  it  should  tie  discontinued 

Habitrol  treatmenl  should  generally  not  be  used  in  patients  during  Ihe  immedi- 
ale  post-myocardi.ll  inlarclion  period  patients  wilh  serious  arrythmias,  and 
palifots  with  severe  or  worsening  angina  pectoris 
Demi  or  Hepatic  Insutticiencf:  The  pharmacokinetics  ol  nicotine  have  not 
been  studied  in  trie  elderly  or  m  patients  with  renal  or  hepatic  impairment 
However  given  II  .it  nicotine  is  extensively  metabolized  and  that  its  lolal  system 
clearance  is  dependent  on  liver  blood  How  some  inlluence  ol  hepatic  impairment 
on  drug  kinetics  (reduced  clearance)  should  be  anhcipaled  Only  severe  renal 
impairment  would  be  expected  to  atlect  Ihe  clearance  ol  nicotine  or  its  metabolites 
Irom  Ihe  cnculaiinn  (See  CLINICAL  PHARMACOLOGY,  Pharmacokinetics) 
Iniocrine  Diseases:  Habilrol  treatment  should  be  used  with  caution  in 
patients  with  hvperiiiyioidism  pheochromocyloma  or  insulin-dependeni  dia- 
betes siiic!'  nil  ot'iif  I  .iii^es  Ihe  release  ol  catecholamines  by  the  adrenal  medul- 
la 

Peptic  Ulcer  Disease:  Nicotine  delays  healing  in  peptic  ulcer  disease,  therelore. 
Habilrol  treatmenl  should  be  used  with  caution  in  patients  with  active  peptic  ulcers 
and  only  when  the  benelits  ol  including  nicotine  replacement  in  a  smoking  cessa- 
tion program  outweigh  Ihe  risks 

Accslerated  Hypertensioo:  Nicotine  constitutes  a  risk  lactor  lor  development 
ot  maiiii,  "il  hvp-ifieciun  in  palients  with  accelerated  hypertension,  therelore, 
H.iliiinji  'ir.jii'itn!  ■  'loijid  be  used  with  I'aulion  m  these  palients  and  only  when  the 
biiipliis  ol  iiicludiiui  niroline  replacement  in  a  smoking  cessation  program  out- 
vy/i  ;ttf  risks 
li-fonnation  lor  Patients 

■*  oaiieiit  instruction  i  ■'■'i  is  included  in  the  package  ol  Habilrol  systems  dis- 
ln-nsed  to  Itie  patient  II  jiitains  important  inlormalion  and  inslructions  on  how  to 
i.se  and  dispose  ol  Habi!  ol  systems  properly  Patients  should  be  encouraged  lo 
jsk  questions  ot  the  pnysician  and  ptiarmacist 

>■  atients  must  be  advised  to  keep  ooth  used  and  .jnused  systems  out  ol  Ihe  reach  ol 


children  and  pels 
Drug  Interactions 

Smoking  cessation  with  or  without  nicotine  replacemeni,  may  alter  Ihe  pharma- 
cokinelic,  nl  ceil,iin  concomitani  medications 
May  Require  a  Decrease  in 

Dose  at  Cessation  of  Smoking     Possible  Mechanism 

Acelaniinophen.  calleine.  Deinduclion  ol  hepatic 

imipramine.  oxazepam,  enzymes  on  smoking 

pentazocine,  propranolol.  cessation 
theophylline 


Insulin 


Increase  ol  subcutaneous 
insulin  absorption  with 
smoking  cessation 


Adrenergic  antagonists  Decrease  in  circulatrng 

(e  g ,  prazosin,  labetalol)  catecholamines  with 

smoking  cessation 

May  Require  an  Increase  In 

Dose  at  Cessation  of  Smoking      Possible  Mechanism 

Adrenergic  agonists  Decrease  rn  circulating 

(e  g  ,  isoproterenol,  catecholamines  wilh 

phenylephrine)  smoking  cessation 

Carcinogenesis,  Mutagenesis,  Impairment  ot  Fertility 

Nicotine  itsell  does  not  appeal  lo  be  a  carcinogen  m  laboratory  animals  However, 
nicoline  and  its  metabolites  increased  Ihe  incidence  ot  tumors  m  Ihe  cheek  pouch  - 
es  ol  hamsters  and  loreslomach  ol  F344  rats,  respectively  when  given  in  combina- 
tion with  tumor-initiators  One  study,  which  could  not  be  replicated,  suggested  that 
cotinine,  the  primary  metabolite  ol  nicotine,  may  cause  lymphoreticular  sarcoma  in 
the  large  intestine  in  rats 

Nicotine  and  cotinine  were  not  mutagenic  in  the  Ames  Salmonella 
test  Nicotine  induced  reparable  DNA  damage  in  an  f  coli  lest  system  Nicotine 
was  shown  to  be  genotoxic  m  a  test  system  using  Chinese  hamster  ovary  cells  In 
rats  and  rabbits,  implanlahon  can  be  delayed  or  inhibited  by  reduction  in  DNA  syn- 
thesis that  appears  lo  be  caused  by  nicotine  Studies  have  shown  a  decrease  m  litter 
size  in  rats  treated  with  nicotine  during  gestation 
Pregnancy  Category  D  (see  WARNINGS) 

The  harmlul  eltects  ol  cigarette  smoking  on  maternal  and  telal  health  are  clearly 
established  These  include  low  birth  weight,  an  increased  risk  ol  spontaneous 
abortion,  and  increased  perinatal  mortality  Ihe  specilic  eltects  ot  Habitrol  treat- 
men!  on  telal  development  are  unknown  Theretoie.  pregnant  smokers  should  be 
encouraged  to  attempt  cessation  using  educational  and  behavioral  interventions 
belore  using  pharmacological  approaches 

Spontaneous  abortion  during  nicotine  replacement  therapy  has  been  reported, 
as  with  smoking  nicotine  as  a  contributing  lactor  cannot  be  excluded 

Habilrol  treatment  should  be  used  during  pregnancy  only  it  the  likelihood  ot 
smoking  cessalion  lustities  Ihe  potential  risk  ol  use  ol  nicotine  replacement  by  the 
patient  who  may  continue  to  smoke 
Teratogenicity 

Animal Stuilies:  Nicotine  was  shown  to  produce  skeletal  abnormalities  in  Ihe  otl- 
spring  ol  mice  when  given  doses  toxic  to  the  dams  (25  mg/kg/day  IP  or  SO) 
Human  Stuilies:  Nicotine  teratogenicity  has  not  been  studied  in  humans  except 
as  a  component  ol  cigaretle  smoke  (each  cigarette  smoked  delivers  about  1  mg  ol 
nicotine)  It  has  not  been  possible  lo  conclude  whether  cigaretle  smoking  is  terato- 
genre  to  humans 
Other  Effects 

Animal  Studies:  A  nicotine  bolus  (up  to  2  mg/kg)  to  pregnani  rhesus  mon- 
keys caused  acidosis,  hypercarbia  and  hypotension  (telal  and  maternal  con- 
centrations were  about  20  times  those  achieved  alter  smoking  1  cigarette  m  5 
minutes)  Fetal  breathing  movements  were  reduced  in  Ihe  letal  lamb  alter 
intravenous  inieclion  ol  0  25  mg/kg  nicotine  to  the  ewe  (eguivaleni  lo  smok- 
ing I  cigarette  every  20  seconds  lor  5  minutes)  Uterine  blood  How  was 
reduced  about  30%  alter  inlusion  ol  0  1  mg/kg/mm  mcolme  lor  20  minutes  to 
pregnant  rhesus  monkeys  (equivalent  to  smoking  about  6  cigarettes  every 
minute  lor  20  minutes) 

Human  ixperience:  Cigarette  smoking  during  pregnancy  is  associated  with  an 
increased  rrsk  ol  spontaneous  abortion,  low-birth-weight  intants  and  perinatal  mor- 
tality Nicotine  and  carbon  monoxide  are  considered  the  most  likely  mediators  ot 
these  outcomes  The  eltects  ol  cigarette  smoking  on  letal  cardiovascular  parameters 
have  been  studied  near  term  Cigarettes  increased  telal  aortic  blood  How  and  heart 
rate,  and  decreased  uterine  blood  How  and  letal  breathing  movements  Habitrol 
treatment  has  not  been  studied  in  pregnant  humans 
Labor  and  Delivery 

Habilrol  systems  are  not  recommended  lo  be  let!  on  during  labor  and  delivery  The 
eltects  ol  nicotine  on  Ihe  mother  or  the  letus  during  labor  are  unknown 
Nursing  Mothers 

Caution  should  be  exercised  when  Habitrol  Iherapy  is  administered  to 
nursing  women  The  salety  ol  Habilrol  treatment  in  nursrng  inlants  has  not 
been  examined  Nicotine  passes  treely  mlo  breasi  milk  Ihe  milk-lo-plasma 
ratio  averages  2  9  Nicotine  is  absorbed  orally  An  inlant  has  the  ability  lo 
clear  nicotine  by  hepatic  lirsl-pass  clearance,  however,  Ihe  elliciency  ol 
removal  is  probably  lowest  al  brrth  The  nicotine  concentrations  in  milk  can 
be  expected  lo  be  lower  with  Habilrol  trealment  when  used  as  drrected  than 
with  cigarette  smoking,  as  maternal  plasma  nicotine  concentrations  are 
generally  reduced  with  nicotine  replacemeni  The  risk  ol  exposure  ol  Ihe 
inlanl  to  nicotine  Irom  Habilrol  systems  should  be  weighed  against  Ihe 
risks  associated  with  Ihe  mlanl  s  exposure  to  nicotine  Irom  contrnued 
smoking  by  the  mother  (passive  smoke  exposure  and  contamination  ot 
breasi  milk  with  other  componenis  ol  tobacco  smoke)  and  Irom  Habrlrol 
systems  alone  or  in  combination  with  continued  smoking 
Pediatric  Use 

Habitrol  systems  are  not  recommended  lor  use  in  children  because  the  salety  and 
ellectiveness  ol  Habilrol  Ireatment.m  children  and  adolescents  who  smoke  have  not 
been  evaluated 
Geriatric  Use 

Forty -eighi  patients  over  Ihe  age  ol  60  participated  in  clinical  trials  ol  Habilrol  ther  - 
apy  Habitrol  Iherapy  appeared  lo  be  as  etteclive  in  this  age  group  as  in  younger 
smokers 

ADVERSE  REACTIONS 

Assessment  ol  adverse  events  m  Ihe  792  patients  who  participated  in  controlled 
clinical  trials  is  complicated  by  the  occurrence  ot  Gl  and  CNS  ellecis  ol  nicotine 
withdrawal  as  well  as  nicotine  excess  The  actual  incidences  ol  both  are  conlound- 
ed  by  concurrent  smoking  by  many  ol  Ihe  patients  In  the  trials,  when  reporting 
adverse  events,  the  investigators  did  not  attempt  to  identity  Ihe  cause  ol  Ihe  symp- 
tom 

Topical  Adverse  Events 

The  most  common  adverse  event  associated  with  topical  nicotine  is  a  short-lived 
erythema,  pruritus,  or  burning  at  the  applicalion  site,  which  was  seen  al  least  once 


in  35%  ot  palients  on  Habilrol  trealment  in  Ihe  clinical  trials  Local  erythema  alter 
system  removal  was  noted  al  leasi  once  in  1 7%  ol  patients  and  local  edema  in  4% 
Erythema  generally  resolved  within  24  hours  Cutaneous  hypersensitivity  (contact 
sensitization)  occurred  in  2%  ol  patients  on  Habitrol  trealment  (see  PRECAU- 
TIONS Allergic  Reactions) 
Probably  Causally  Related 

The  tollowing  adverse  events  were  reported  more  trequently  in  Habitrol-lrealed  patients 
than  in  placebo-treated  patients  or  exhibited  a  dose  response  in  clinical  trials 
Digestive  system  -  Diarrhea',  dyspepsia' 
Moblh/Tooth  disorders  -  Dry  mouth 
Musculoskeletal  system  -  Arthralgia',  myalgia' 
Nervous  system  -  Abnormal  dreamst ,  somnolencet 
Frequencies  tor  21  mg/day  system 
'Reported  in  3%  to  9%  ol  patients 
tReported  m  1  %  lo  3%  ol  patients 
Unmarked  it  reported  in  ■;  1%  ol  patients 
Causal  Relationship  Unknown 

Adverse  events  reported  in  Habitrol-  and  placebo-treated  patients  at  about  the 

same  trequency  in  clinical  trials  are  listed  below  The  clinical  signilicance  ol  Ihe 

association  between  Habitrol  treatment  and  these  events  rs  unknown,  but  they  are 

reported  as  alerting  inlormalion  tor  the  clinician 

Body  as  a  whole  -  Allergyt.  back  paint 

Cardiovascular  system  -  Hypertensiont 

Digestive  system  -  Abdominal  paint,  conslipaliont,  nausea',  vomiting 

Nervous  system  -  Dizziness',  concentration  impairedt,  headache  (1/%),  insomnia' 

Respiratory  system  -  Cough  mcreasedt,  pharyngitisf  sinusitis  t 

Urogenital  system  -  Dysmenorrhea' 

Frequencies  lor  21  mg/day  system 

'Reported  in  3%  lo  9%  ol  patients 

tReported  in  1  %  to  3%  ot  patients 

Unmarked  it  reported  in  -  1%,  ot  patients 

DRUG  ABUSE  AND  DEPENDENCE 

Hil  ■     . '         . 'i 'lavea low abusepotentiat  based ondiltetencesbetween 
It  dm;  ,.  ,y,jii:i;t",   luui  LDidClenstics  commonly  considered  important  in  contributing 
lo  abuse  much  slower  absorption,  much  smaller  lluctualions  in  blood  levels,  lower 
blood  levels  ol  nicotine,  and  less  IreguenI  use  (i  e  once  daily) 

Dependence  on  nicotine  polacrilex  chewing  gum  replacement  Iherapy  has  been 
reported  Such  dependence  might  also  occur  Irom  transterence  lo  Habitrol  systems 
ol  tobacco-based  nicotine  dependence  The  use  ol  the  system  beyond  3  months 
has  not  been  evaluated  and  should  be  discouraged 

To  minimize  Ihe  risk  ot  dependence,  patients  should  be  encouraged  to  withdraw 
gradually  Irom  Habilrol  treatment  alter  4  lo  8  weeks  ot  usage  Recommended  dose 
reduction  is  lo  progressively  decrease  Ihe  dose  every  2  to  4  weeks  (see  DOSAGE  AND 
ADMINISTRATION) 
OVERDOSAGE 

The  eltects  ot  applying  several  Habilrol  systems  simultaneously  or  ol  swallow^ 
mg  Habilrol  systems  are  unknown  ( see  WARNINGS,  Satety  Note  Concerning 
Children) 

The  oral  LD,,^  lor  nicotine  in  rodents  varies  with  species  but  is  in  excess  ol  24 
mg/kg,  death  is  due  lo  respiratory  paralysis  The  oral  minimum  lethal  dose  ol  nico- 
tine in  dogs  IS  greater  than  5  mg/kg  The  oral  mimmum  acute  lethal  dose  lor  nrco- 
tine  in  human  adults  is  reported  to  be  40  lo  60  mg  (<1  mg/kg) 

Two  or  three  Habitrol  30  cm-  systems  in  capsules  led  lo  dogs  weighing  8-1 7  kg 
were  emetic  but  did  not  produce  any  olher  signiticani  clinical  signs  The  adminis- 
tralion  ol  these  patches  corresponds  lo  about  6-17  mg/kg  ol  nicotine 

Signs  and  symptoms  ol  an  overdose  ol  Habilrol  systems  would  be  expected 
to  be  the  same  as  those  ol  acute  nicotine  poisoning  including  pallor,  cold 
sweat,  nausea  salivation,  vomiting,  abdominal  pain,  diarrhea,  headache,  dizzi- 
ness disturbed  hearing  and  vision,  tremor,  mental  contusion  and  weakness 
Prostration  hypotensron.  and  respiratory  tailure  may  ensue  with  large  over- 
ooses  Lethal  doses  produce  convulsrons  quickly  and  death  lollows  as  a  result 
ol  ['"'ii     i'  ■  •■niral  respiratory  paralysis  or,  less  trequently,  cardiac  lailure 
Overdose  From  Topical  Exposure 

Till  Hiiiiii,!,  ,  ./-ill  should  be  removed  rmmediatety  it  the  patient  shows  signs  ot 
overdosage  and  Ihe  patient  should  seek  immediate  medical  care  The  skin  surface 
may  be  Hushed  with  water  and  dried  No  soap  should  be  used  since  it  may 
increase  nicotine  absorption  Nicotine  will  continue  to  be  delivered  into  the  blood- 
stream lor  several  hours  (see  CLINICAL  PHARMACOLOGY,  Pharmacokinetics) 
alter  removal  ol  the  system  because  ot  a  depol  ol  nicotine  in  Ihe  skin 
Overdose  From  Ingestion 

Persons  ingesting  Habilrol  systems  should  be  relerred  lo  a  health  care  lacility  tor 
management  Due  lo  Ihe  possibility  ot  nicotine-induced  seizures,  activated  char- 
coal should  be  administered  In  unconscrous  patients  with  a  secure  airaray,  instill 
activated  charcoal  via  nasogastric  lube  A  saline  cathartic  or  sorbitol  added  to  the 
lust  dose  ol  activated  charcoal  may  speed  gastroinleslinal  passage  ol  Ihe  system 
Repeated  doses  ol  activated  charcoal  should  be  administered  as  long  as  the  sys- 
tem remains  in  Ihe  gastrointestinal  tract  since  it  will  continue  lo  release  nicotine  lor 
many  hours 

Management  of  Nicotine  Poisoning 

Other  supportive  measures  include  diazepam  or  barbiturates  lor  seizures,  atropine  lor 
excessive  bronchial  secretions  or  diarrhea,  respiratory  support  tor  respiratory  lailure. 
and  vigorous  lluid  support  lor  hypotension  and  cardiovascular  collapse 
Safety  and  Handling 

Habilrol  systems  can  be  a  dermal  irritant  and  can  cause  contact  sensitization 
Although  exposure  ol  health  care  workers  lo  nicotine  Irom  Habitrol  systems  should 
be  minimal  care  should  be  taken  lo  avoid  unnecessary  conlaci  with  active  sys 
tems  It  you  do  haijdie  aclive  systems,  wash  with  water  atone,  since  soap  may 
increase  nicotine  absorplron  Do  not  touch  your  eyes 
Disposal 

When  Ihe  used  system  is  removed  Irom  Ihe  skin,  il  should  be  lolded  over  and  placed 
in  the  protective  pouch  which  contained  the  new  system  The  used  system  should  be, 
immediately  disposed  ol  in  such  a  way  to  prevent  its  access  by  children  or  pets  See 
palient  inlormalion  lor  lurther  drreclions  lor  handling  and  disposal 
How  to  Store 

Do  not  store  above  86'F  (30'C)  because  Habitrol  systems  are  sensitive  to  heat,  A 
slight  discoloration  ol  the  system  is  not  signiticani 

Do  not  store  unpouched  Once  removeri  Irom  Ihe  protective  pouch,  Habilrol 
systems  should  be  applied  promptly  since  nicotine  is  volatile  and  the  system  may 
lose  sirenglh 

CAUTION:  Federal  law  prohibits  dispensing  without  prescrrplron 
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Iports  Business 


ING  I 


T  THESE  PRICES, 
ITHO  NEEDS  THE  ALPS? 


S.  ski  resorts  lure  foreigners  with  deals  aiid  homey  touches 


^keter  S.  Smith  usually  spends  his 
^^winter  vacation  schussing  the 
Swiss  Alps.  But  this  season,  the 
idon  science  teacher  flew  5,500  miles 
ski  in  Breckenridge,  Colo.  The  skiing, 

says,  is  "brilliant.  The  people  are 
!ndly,  and  I  like  the  country  music." 
:1  he  return?  "Definitely." 
'hose  words  are  as  welcome  as  fresh 
vder  to  U.  S.  ski  resorts.  Some  809''  of 

world's  skiers  live  outside  the  U.  S., 


marketing  organization  for  16  U.  S.  ski 
resorts,  estimates  that  foreign  skiers 
represent  some  37'  of  U.  S.  skiers,  up 
from  l7o  five  years  ago. 

No  wonder  Benkelman  is  rolling  out 
the  welcome  mat  for  foreign  skiers.  He 
just  spent  $5  million  to  buy  and  improve 
Breckenridge  Spa,  mainly  for  the  benefit 
of  the  British,  who  now  contribute  407 
of  his  revenues.  The  spa  offers  a  curren- 
cy exchange,  English  newspapers,  and 


AND  THE  LONDON  TCLEGRAPH  AT  BRECKENRIDGE:  THE  SPA  ALSO  OFFERS  A  CURRENCY  EXCHANGE 


1  more  than  ever,  those  foreigners  are 
)rize  market  for  U.  S.  resorts.  Busi- 
;s  has  been  flat  for  a  decade,  as  yes- 
year's  hot  dogs  spend  once  disposable 
ome  on  children,  hearth,  and  home, 
''oreign  vacationers,  in  fact,  do  better 
.n  just  replace  the  American  skiers, 
tiey  spend  twice  as  much  and  stay  a 
tnight  instead  of  a  week,"  explains 
lliam  D.  Benkelman,  a  partner  in 
3ckenridge  Spa,  an  upscale  lodge.  Ski- 
■  from  overseas  sample  everything 
m  shopping  to  sleigh  rides,  spending 
average  of  nearly  $250  per  day  at 
ne  resorts,  compared  with  $150  for 
laestic  skiers.  And  more  are  coming 
Jry  year.   SkiUSA,   an  international 


an  afternoon  repast  with  tea  from  Har- 
rods,  cucumber  sandwiches,  and  scones. 

Everything  in  town  seems  designed  to 
keep  the  Brits  in  a  spending  mood.  At 
the  111-year-old  Gold  Pan  bar,  folks 
fresh  off  the  plane  from  London  sip 
Coors  with  lime  juice,  shout  requests  to 
Sam  the  Singing  Cowboy,  and  videotape 
each  other  kissing  a  mounted  buffalo 
head.  Obliging  Yanks  even  stage  im- 
promptu fisticuffs  for  the  visitors.'  "We 
fake  fights  for  them,"  admits  David 
Samples,  a  dishwasher  at  a  local  restau- 
rant. "Sometimes  they  get  up  and  run 
away."  The  British  pop  into  Sundance 
Hats  for  $73.95  cowboy  headgear  or 
Quandary  Antiques  for  quilts  and  vin- 


tage Cream  of  Wheat  advertising  plac- 
ards. "They  all  say:  'Isn't  this  lovely!'  " 
reports  owner  Maureen  Nicholls. 

It's  lovely  for  nearby  Breckenridge 
Ski  Corp.,  which  began  wooing  British 
skiers  about  five  years  ago,  after  the 
tumble  in  energy  prices  all  but  wiped 
out  skiers  from  the  oil  patch.  Now,  87c' 
of  its  business  comes  from  foreigners. 
It's  aiming  for  107. 

GERMAN  JUNKET.  Ski  the  Summit,  a  mar- 
keting consortium  that  includes  Breck- 
enridge, Keystone,  Copper  Mountain, 
and  Arapahoe  Basin,  zeroed  in  on  the 
foreign  market  three  years  ago.  It  ex- 
pects 23,000  foreign  skiers,  mostly  Brit- 
ish, this  winter,  representing  about  77 
of  Summit  County's  ski  business.  Ski  the 
Summit's  next  target  is  the  Germans: 
100  German  TV  and  print  reporters  will 
hit  the  slopes  this  season,  courtesy  of 
the  consortium. 
Most  foreign  skiers  go  West,  but 
Eastern  resorts  are  attracting 
them,  too.  "They  leave  London  on 
a  morning  flight,  and  they  are 
here  in  time  for  their  evening 
American  meal,"  says  Richard 
Blowers,  a  tour  guide  at  Thomson 
Holidays  PLC,  which  packages  ski 
vacations  at  Killington,  Vt. 

The  West  should  remain  the 
prime  draw,  though — while  the 
dollar  stays  low.  A  ski  package 
that  includes  a  direct  flight  from 
London's  Gatwick  Airport  to  Den- 
ver, local  transportation,  and  two 
weeks'  lodging  now  goes  for  less 
than  $1,000,  plus  lift  tickets. 

Prices  like  that  should  appeal  to 
more  than  the  Brits,  of  course. 
Breckenridge  Ski  has  started  ad- 
vertising in  Japan.  Not  coinciden- 
tally,  Breckenridge,  like  several 
other  U.  S.  ski  areas,  is  owned  by 
Japanese  interests.  Park  City, 
LItah,  already  has  trail  signs  in 
Japanese.  And  to  build  name  rec- 
ognition. New  York's  Hunter 
Mountain  licensed  its  name  and 
the  names  of  its  runs,  such  as  "Wall 
Street,"  to  a  resort  outside  Tokyo.  Japa- 
nese skiers  who  come  to  Hunter  will 
find  a  hillside  sushi  bar. 

Resort  operators  are  discovering, 
though,  that  the  Japanese  expect  them 
to  take  customer  service  seriously. 
"They  want  to  know  if  we  have  small 
enough  ski  boots  and  Japanese-speaking 
ski  instructors,"  says  Lucy  Kay,  Breck- 
enridge Ski's  marketing  director. 

It  may  not  be  time  for  American  re- 
sorts to  dump  the  hot  buttered  rum,  but 
they  should  start  warming  the  sake. 

By  Sandra  D.  Atchison  in  Breckenridge, 
Colo.,  with  Evan  I.  Schwartz  in  New  York 
and  Gregory  Sandler  in  Boston 
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Presentation  Equipment 


The  most  advanced  pen  sized 

Laser  Pointer 

for  your  presentations 


CA  94526 


Suite  205,  Danvilli' 
Tel   510  820  1763 


Ideal  For: 
•Executives 
•Realtors 
•Contractors 
•Professors 
•Doctors 


$92 

Incredible 
Low  Price 

Plus  Tax,  $5.00  S&H 


•Range  to  55  yds 
•Two  AAA  Batteries 
•5  1/2"long,7/16"dia. 


FREECALL^^-- 
800-854-6686 


Menswear/Fashion 


men's  WIDE  SHOES 


EE-EEEEEE,  SIZES  5-13 

Extra  width  lor  men  wtio  need  It. 
Excellent  variety,  styling  and  quality 
Send  for  FREE 
CATALOG 


Tlie  WiilesI  Selection  ol  Hie  Widest  Shoes  Anywiiere! 

HITCHCOCK  SHOES.  INC 

Dept.  55B  Hingham,  MA  02043 


Recreational  Vehicles 


GO  ANYWHERE! 


max 

6  wheel 
drive 

ATV 

Amphibious  2  and  4 
passenger  models 


Call  Toll-Free  1-800-255-2511 

(From  anywhere  In  the  U  S  or  Canada) 

FAX:  716-855-1094 

Recreativcs  Industries,  Inc 

60  Depot  Street,  Buffalo,  NY  14206 


FREE  CATALOG  AND  PRICES 


Jewelry  AWatches 


\\  Then™  // 
Commandment 


Thou 
Shalt 
Not  Pay 
Retail! 

Lils.  Now  Carlici 
IHK  t'anthcr 
C\isto(n  Diamtincls 
Retail  1>l7.,l0n 
S|,L-<.i,il  S'),')')!) 

SPECTACULAR  SAVINGS 

AT  Ml  ERICA 'S  I'ORtJIOST 
FINE  MA  TCI  I  DISCOUNTER 

MVLTI-MILUON  DOLLAR  INVEMORY 
ALL  WITH  INDEPENDIiNT 
Lmm  TORY  DOCIJMENTA  TION 

All  fainou.i  hratuXi  titcliuViig 
Role.v  •  Paiek  -  Pbilii>pi'  •  Autleinar.i 
Omcqa  •  Cartter  •  libel  *  Chopard 
NEW  "  PRE-OW'NED 
SALES  •  SERVICE  'ACCESSORIES 

Trades  Accepted  •  Financing 
Major  Credit  Cards 
rSo  Sales  Tax  to  Out-Of-State  Buyers 
DIAMOrSDS  •  PEARLS  •  ESTATE  JEWELRY 
Call  for  Shop» A  fHome» Brochure 
Or  Showroom  Appointment 

GRAFSTEIN  &  CO.  Estb.1939 

National  Mail  Order  Division 
Xerox  Towers  —  7th  floor 
1851  K.  First  St.,  Santa  Ana,  CA  92705 

(7H)  835-6100  Nationwide  Service 


VSSKTAANA  •  BKVERUy  HII.LS  •  NF,W  YORK 


Auctions 


United  States 
Customs  Service 
Seized  Propeily  Auctions 

Om  lOOsolnlieldonnuolly 

Leom  in  advance... 

•  what  machandise  is  (« sole? 

•  Where  S  when  me  the  ouctions  held? 

•  When  con  I  preview  meichondisc? 

...with  out  Subsaiption  Service 

EG&GDynatrend 
U.S.  Customs  Service  Support  Division 
2300  Clarendon  Blvd.,  Suite  70S 
Arlington,  VA  22201 

Sole  mhocloi  lot  U  S  Cuslorm  sales 
^.^EGcO  DYNATREND 


International  Marketing 


EUROPEAN  V.I.P'S 
List  Rental 

Contact  over  18.000  upper  ectnelon 
MMg  Directors  of  ttie  top  European 
corporations  Direct  your  product  or 
service  to  ttiese  liigtily  responsive 
International  Executives  $110/M, 
Test  ttie  marl<et  w/3000  names  for 
$375 

Bottom  Line  Management 

1050  Charter  Street 
Redwood  City,  CA  94063 
(415)366-7738  Fax:(415)366-4306 


Business  Opportunities 


PERSONALIZED  CHILDREN'S  BOOKS 


Turn  a  small  investment  into  Itiat 
profitable  full  or  part  lime  business  you 
tiave  always  dreamed  about! 

An  excelleni  home  operated  business' 
Bool(S  sell  last  in  storesi  At  lairs'  Parliesi 
Malls'  Or  mail  order  anywhere  there  ate 
people  It's  easy  to  make  $4000  to  $8000 
per  month  making  and  selling  our  excit- 
ing line  of  personalized  books  (lor  chil- 
dren &  grown-ups)  Personalized  audio 
tapes  and  stationery  available  also 
CALL  TODAY!  (214)  353-9999 

D&K  ENTERPRISES,  INC. 

My  Very  Own  Books 

2953  Ladybird  Lane.  Ste  21 

Dallas.  Texas  75220 


TELEVISION  MM  BE  THE  BEST  WAY 
TO  SELL  YOUR  PRODUCT 
DIRECT  TO  CONSUMERS 

II  you  have  a  unique,  mass-markel  pfoduci  con- 
sider a  proven,  elleclive  selling  medium  Ihe 
hall-hour  difecl  response  TV  lormal  known  as 
Ihe  Inlomercial  A  business  relalionship  with 
Synchronal,  Ihe  leader  in  ihis  dynamic  tie'd,  has 
resulted  in  success  lor  a  wide  variety  ol 
pioducis  Royallies  and  loinl  ventures  available 
Write  to  New  Products,  Synctironal  Corp.,  1515 
Broadway,  New  York.  NY  1 0036^  


r 


PERSONALIZED 
BOOKS 


Make  money  from  home  with  your 
computer   .Start  part-time  with 
potential  earnings  of  $5,000 
or  more  per  month , ,  print 
personalized  children's  bool<s. 


DEALERSHIPS  AVAILABLE 
Only  $1499 


Best  Personalized  Books 


1 


L3107  Chapel  Downs  Drive  ■ 
Dallas.  TX  75229   .   (214)  357-6800  ■ 


Sales  Promotion/Marketing! 


Sales  Leads  &  Mailing  Lists 


•  9  IVlillion  U  S  Businesses  - 

Telephone  Veiilied  with  Conlac!  Name  and  [mpioyee  Size 

•  1.7  Million  Hign  Income  Ameiicans  •  84  Million  Unsumeis/Residenl 

•  I,?  Million  Canadian  Businesses    •  Opporlunily  Seekeii 

FREE  Catalog  -  Call  (402)  331  7169  oi  write: 
American  Business  Lists 

PO  Box  27347, Depi  01  062-Omaha.  NE68I: 


Cable  TV 


CABLE  TV  DESCRAMBLEIK 

CONVERTERS,  ACCESSORIE! 

Name  Brands.  Lowest  Prices.  Best  Servici 
For  FREE  16-pagc  color  catalog  call 

CABLE  READY  fOQQl  234-1001 
COI\flPANY  l""**! 


FREE  CATALOG!  1-800-345-892' 
JERROLd  HAMLIN  OAK  ETC 

CABLE  TV  DESCRAMBLERS 


•  Special  Dealer  Pnces'  •  Compare  Our  Low  R 
Prices'  •  Orders  From  Stool'  Shipped  Immediately! 
•  Guaranleed  Warranties  &  Prices' 
•  All  Maior  Credit  Cards 
PACIFIC  CABLE  CO.,  INC.  _ 
7325'/!  Reseda.  Dept  852     Reseda,  CA  913; 
For  all  ottier  intotmation  1-618-709-9937 


Professional  Equipment 


The  professional 
we^er  station 
comes  home. 


Thanks  to  Itie  Weather  Wizard  II,  now  yc 
cdn  have  a  fully  sophisticated  weath 
monitoring  system  righl  in  your  own  horn 
Weather  Wizard  II  has  all  il  takes  to  watch  tl 
weather  like  the  pros  All  lor  only  $195. 

FEATURES  INCIUDE: 

•Inside  &  Outside  Temps 
•Wind  Speed  &  Direction 
•Wind  Chill 

•  Time  &  Dale 

•  Alarms 


The  Professional 
Home  Weather  Station 


Only  $  1 95  Add  $50  lor  sell-emptying  ram  colleclol 
Order  today  1-800-678-3669  •  BW614T 


r)  Av(    Haywakp,  (.  a  S4  J 


FOR  AD  RATES 

Ji  m  BUSINtSSm^  WEEK 

BUSINESS  WEEK 

AND  INFORMATION 

MARKET-PLACE 

PHONE: 

Mlfl  H  ni#PTB#l  RAF 

100  EAST  OHIO  STREET 

(312)337-3090 

mUmntfmmTm^l  /If  !■ 

SUITE  632 

OR  WRITE: 

M  Ir  ■rlfiflC  f  M  LAI^C 

CHICAGO,  IL6061 1 

FAX:  (3 12)  337-5633 

Newsletters  /Periodicals 


Donald  R.  Morris 

NEWSLETTER 

WEEKLY  NEWS  ANALYSIS  AND  COMMENT 


For  Free  Sample  Issue 
Write  or  call: 

P.O.  Box  19909 
Houslon,  TX  77224 
1-800-441-9837 


nnapolis  graduate,  WW  II  and  Korean  veteran,  17  years  CIA  Soviet  counter- 
pionage  operations  in  Berlin,  Paris,  Kinshasa,  Vietnam.  Houston  Post  columnist  for 
'  years,  author  of  The  H  ashing  of  the  Spears. 

r.  GOV.  BILL  HOBBY,  Texas:  "The  best  and  most  valuable  newsletter  I  know." 
ICHARD  RUSSELL  (Dow  Theory  Letters):  "invariably  infonnativc,  fascinating 
id  well-written  . .  .  time  and  again,  amazing." 

VMES  SALTER  (novelist  and  P.E.N,  laureate):  "Vastly  informed,  damnably 
ticulate.  Distinguished  by  insight,  and  even  more  reassuring,  historical  remove.  A 
markable  perspective,  and  freedom  from  passions  of  the  day." 


Business  Services 


QUALITY  PRINTING  •  HIGH  VOLUME  COPYING  •  CANON  LASER  COLOR  POSTSCRIPT  OUTPUT 

There's  No  Need  To  Leave  Your  Office,  i 

Let  us  do  the  work!  | 

Call  National  Graphics  Services  toll  free  at:  s 

^     1-800-472-7082     ^  i 

^Sk^  (Fax/Modem:  1-800-638-7525)  ^>r^  5 

A  lull  Service  Graphics  Company  serv  ing  the  nation  with  supetior  qualil)'.  fasi-mmaround  at  low  pnces.  ^ 
FRF.E  Pit  K-I  P  &  DELIVKRV  AND  IMMKDI ATF,  PRICE  QUOTES  5 

kioo  iNiudanTS  /'ooo  aoayi » saoiAaas  vaawM  aiaidwoo » xndino  oiHomoNn » 5 


OWN  COMPANY  ■       ■  ■ 

ewsletter 


Our  one-stop  publishing  and 
mailing  service  makes  it  easy. 
;  info  and  prices:  (800)  359-5993 

ju  re  sennus  uht>ui  d<nn\i  a  ncwslctif} , 
'Ola  Expii'w  IS  ihe  only  wax  to 

VTIi  EXPRESS  INC.  CLIENTS  NATIONmOE 


DYNAMIC  DUO 


escue  your  troubled  company  Fee  or 
s  as  payment.  Elegant  45  year  old 
If  Pres  50  million  multi-national.  Mor- 
j  and  monogement  pro  Sold  compony 
ig  lot  challenges  42  year  old  grad. 
3rd  Business  School  &  CA  onalyst/cost 
.  Both  also  available  to  sit  on  or  odvise 
board 

FAX  (519)  622-9167  


Education/Instruction 


ALLEGE  DEGREE 

HELORS  •  MASTERS  •  DOCTORATE 

For  Work,  Llle  and  Acailemic 
Experience  •  No  Classroom 
Attendance  Required 

Call  (800)  423-3244 

or  send  detailed  resume 
lor  Free  Evaluation 

icific  Western  University 

600  N  Sepulveda  Blvd  Dept  170 
Los  Angeles.  CA  90049  USA 


ajor  British  University  offers 

ternational  MBA 

itirely  through  home  study, 
iheiorsrequired.  Recognized  by  US  Dept. 
jcation  Onginally  founded  1820.  Under 
).  Alice  Edwards,  Heriol-Wati  Univer- 
J.S.  Agency) .  1 780  Shattuck  Ave. ,  Berke- 
i  94709,  toll-ftee  (800)  MBA-0707  or  lax 
541-8711  Thank  you. 


RESEARCH  REPORTS  _ 

19,278  academic  topics  available' 
Send  $2  00  for  the  272-page  catalog. 
Custom-written  reports  also  available 
RESE/IRCH  ASaSTANCf 
1  1322  Idaho  Ave  ,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California:  310-477-8226) 


Capital  Available 


IMMEDIATE 
CASH 

FOR  YOUR 
SLOW  PAYING 
ACCOUNTS  RECEIVABLE 

TOWERS 

FIN  ANCLM  CORPORATION 
417  Fifth  Avenue 
New  Yorl^,  NY  10016 

(212)  696-0505 

Contact  Coqjorate 
Finance  Department 


JAPANESE  SWORDS  WANTED 


WE  WILL  PAY  JAPANESE  PRICES! 
TAIKEIDO  USA 

23441  GOLDEN  SPRINGS 
DIAIVIOND  BAR,  CA  91765 
CALL  FOR  FREE  EVALUATION 
(714)  860-5137  •  1-800-747-3242 


Wine  Cellars 


WINE  CELLARS  BY 

28  HANDMADE  WOOD  MODELS*  1 14  TO  3400  BOTTLES ♦MAbiiNUS A 

FACTORY  DIRECT  TO  YOU  "'^^TscovFr^^' 


MODEL     DESCRIPTION     APPRX  CAPACITY 


J 


440 

700 

296 

1 14 

230 

700FUR 

700HH 


Upright 
Upright 
Credenza 
Compact 
Two  Doors 
Fur  Vault 
His  and  Hers 


400 
600 
280 
114 
230 
8  to  10  Furs 
300  bottles  4/5  Furs 


SUGG 
RETAIL 

S2495 
2995 
2695 
1395 
1795 
2995 
3995 


Designers'  non  wood  model  60  bottle  gidss  door  899 


YOUR 
COST 
$1695 
1995 
1795 
995 
1195 
1995 
2995 
659 


VinOtemp  Int'l  ♦  1 34  W  1 3 1  st  St  (PO  box  6 1 6 1  E)  ♦  Los  Angeles.  CA  9006 1 
CALL  800/777-VINO  (777-8466]  or  213/719-9500  fax  213/719-9518 

IMtylEDIATE  SHIPIVIENT  ON  MOST  MODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


Corporate  Gifts 


100%  Cotton/ Your  Logo! — 
Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton,  American  Made  polo  shirts,  custom  embroidered  witLi  your  logo 
are  sucLi  good  quality,  we  unequivocally  and  unconditmnaliy  guarantee  them  for  an 
indetinite  period  of  time!  Free  shipping  fnr  international  orders.  For  a  price  list  and 
catalogue  please  call:  1-800-847-4478 
Fax  1-718-7H2-4614 

The  Queensboro  Shirt  Company 

Dept  BW22,  119N  11th  St.,  Greenpoint,  NY  11211 


Heaith/pitness 


Get  an  incredible 
full-body  workout 
from  a  portable 
gym. 

tiy'm  in  a  briefcase 
IS  flmess  to  go" 

USA  TODAY 

FREE  INFO 
1-800-553-6633 

LIFELINE 
1421  S  PARK  ST 
MADISON,  Wl  53715 

Made  in  the  USA 


Executive  BackChair 


Engineered  for 
customized  orthopedic 
support  to  prevent 
and  relieve  back  pain 


•  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

•  Forward-tilt 
feature 


PaCKSaVer  1.800.251.2225or«rit. 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS... 
EVERYDAY  LOW  PRICES  ON.. 


VOUB 

Logo 
Here 


CHOOSE  FROM 
HUNDREDS  OF  ITEMS. 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


usiness 


EDITED  BY  AMY  DUNKIN 


Computers 


POWER  COMPUTING 
ON  THE  GO 


The  average  laptop  com- 
puter user  who  cHcks 
away  at  memos  and  sim- 
ple spreaflsheets  on  commuter 
trains  and  in  hotel  rooms  can 
get  along  just  fine  with  an 
econobox:  inexpensive  and  re- 
liable yet  limited  in  perfor- 
mance and  amenities.  But 
some  professionals  need 
more  sophisticated 
computing  power  on 
the  road.  To  accom- 
modate them,  manu- 
facturers are  now  of- 
fering a  wide  array  of 
total.»!e  machines  with 
features  of  the  brawn- 
iest desktops. 

The  super  laptops  use 
the  fastest  microproces 
sors  for  hefty  comput- 
ing prowess,  massive 
storage  devices  to  hold  li- 
braries of  information,  and 
the  latest  display  technology 
for  eye-catching  color  and 
razor-sharp  clarity.  Sharp 
and  Toshiba,  for  example,  of- 
fer "active-matrix"  screens 
that  eliminate  the  blurring  of 
conventional  liquid  crystal  dis- 
play (LCD).  And  they  are  mak- 
ing this  expensive  technol 
ogy — originally  developed  for 
defense  purjwses — relatively 
affordable. 

With  prices  ranging  from 
.$5,0()()  to  $12,000— vs.  $3,000 
for  the  average  notebook  ma- 
chine— the  super  laptops  are 
for  serious  number-crunchers, 
jieople  who  design  airplanes, 
or  those  who  balance  spread- 
slieets  hundreds  of  columns 
long.  But  industry  analysts 
predict  that  many  features  of 
the  sui)er  machines  will  even- 
tually filter  down  to  the  more 
mainstream  market. 

As  with  the  top  perfor- 
mance cars,  what  gives  super 
i;,j)tops  their  oomph  can  be 
i'ound  under  the  hood.  Most 
of  the  [lopular,  economical 
iiiM-compatible  laptops  use  an 
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Intel  80386SX  microprocess 
a  less  capable  version  of  t 
386DX  chip.  But  the  hi 
end  portables  don't  skin 
Sharp's  Colorstar  PC-8& 
for  example,  contains  t 
same  386DX  microproc 
sor  found  in  m( 
desktop  compute 
That  means  it  can  r 
such    complex  p: 
grams  as  Microsof 
popular  Windows  fasir 
than  a  386SX  machij. 
Windows  translates  di 
cult  computer  commai 
into  easy-to-use  pictur 
or  icons.  The  creation 
these  icons  makes  tai 
simpler  for  users  but 
quires  lots  of  extra  C( 
puting  power. 

Some  of  the  super  1 
tops  use  the  even  m 
powerful  80486DX  el 
This  is  the  same  "bra 
found  in  machines  that  c 
trol  huge,  immovable  |. 
networks.  IBM  was  fi 
with  a  486DX  totable  w 
it  began  selling  the  Pers 
al  System/2  Model  P75 
November,  1990.  Compaq 
lowed  last  October  with 
Portable  486c,  which 
such  complicated  tasks 
computer-aided  design. 
LIVING  COLOR.  If  you  d 
plan  on  controlling  compi 
networks  from  afar  or  des 
ing  the  next  jumbo  jet 
486SX-based   unit  might 
a  better  bet.  This  chip  i 
slowed-down  version  of 
486DX,  but  it  is  still  a  con 
erable  improvement  over 
386  chips  in  accomplish 
such  tasks  as  searching 
bases  that  contain  thousa 
of  files. 

Laptop  leader  Toshiba  r 
kets  one  machine  in  this  cl 
the  lightweight,  batt 
powered  T4400SX.  But  it  i 
an  older,  monochromatic 
screen.  NEC  Technologies^ 


PERSONAL  BU 


it 


other  hand,  has  been  sell- 
since  last  November  a 
3X-equipped  laptop  with 
active-matrix  color  screen 
the  pinnacle  of  its  Pro- 
id  line  of  laptop  models. 
Prospeed  486SX/C,  which 
^hs  nearly  17  pounds,  is 
red  toward  users  who 
't  mind  trading  extra 
yht  for  performance, 
olor  capability  is  surely 
of  the  most  impressive 
ures  of  the  new  super  lap- 
;.  Like  the  most  expensive 
ctop  monitors,  the  latest- 
eration  of  portable  active 
rix  screens  can  show  more 
1  256  colors  simultaneous- 
to  produce  pictures  and 
phics  of  photographic 
lity.  What's  more,  since 
i^e-matrix  screens  use  mi- 
■copic  electronics  to  sharp- 
3ach  individual  dot  of  dis- 
f,  users  avoid  the 
strain  that's  common  with 
/entional  monitors, 
hat's  a  big  advantage  for 
e  Rogenfeld,  director  of 
ir  relations  and  immigra- 
for  Walt  Disney.  The  ac- 
-matrix  screen  on  his  To- 
)a  portable  helps  him 
inguish  different  colored 
ngles  that  link  clauses  in 
page  documents.  He  ap- 
;iates  the  clarity  during 
se  frequent  occasions 
!n  he  has  to  work  in  front 
he  screen  for  hours.  "The 
)lution  is  incredible,"  he 
3.  "It's  far  superior  to  a 
<;top  monitor." 
oshiba  is  ahead  of  its  corn- 
tors  in  the  use  of  active- 
rix  screens.  On  Jan.  20,  it 
oduced  a  new  T6400  line 
;  marries  the  advanced  col- 
echnology  with  a  486  chip, 
rp's  Colorstar  PCs,  by  con- 
it,  also  offer  active-matrix 
!ens,  but  they  use  an  older 
.  less  powerful  micro- 
lessor. 

>M  FOR  MORE.  Another  ad- 
tage  of  the  super  laptops 
heir  enormous  storage  ca- 
ity.  Large  internal  disk 
'es  enable  the  machines  to 
powerful  software  pro- 
ms, including  those  with 
histicated  multimedia 
ctions  that  integrate  text, 
sic,  speech,  and  video, 
'he  new  386  and  486  mod- 
typically  can  store  120  me- 
lytes,  or  120  million  charac- 


ters, of  information.  That's 
triple  the  capacity  of  most 
laptop  and  notebook  ma- 
chines. And  with  software 
programs  growing  ever  larg- 
er, some  makers  are  looking 
ahead.  Compaq's  Portable 
486c  and  Toshiba's  T6400DX, 
for  example,  go  to  about  200 
megabytes,  and  IBM's  P75  cre- 
ation tops  them  all  at  400 
megabytes. 

Many  of  these  souped-up 
laptops   have   room   to  add 


slots  for  smaller  boards,  such 
as  a  modem  that  allows  the 
computer  to  communicate 
over  phone  lines. 

As  remarkable  as  these  ma- 
chines are,  they  have  draw- 
backs. First,  they're  much 
heavier  than  conventional  lap- 
tops, which  weigh  8  to  10 
pounds.  And  they're  real 
clunkers  compared  with  note- 
books, which  measure  around 
SV2  by  11  inches  and  weigh  7 
pounds  or  less. 


costs  $11,334 — and  it  doesn't 
come  with  an  active-matrix 
color  screen.  At  $5,600,  Toshi- 
ba's T4400SX  is  the  least  ex- 
pensive of  the  lot,  but  it  lacks 
color  and  comes  with  only  an 
80-megabyte  hard  drive. 

Of  course,  if  you're  willing 
to  spend  around  $5,000,  there 
are  all  kinds  of  interesting 
choices  that  don't  quite  quali- 
fy as  super  laptops.  Sharp's 
PC-6881,  due  out  in  April,  will 
offer  an  active-matrix  color 


THE  SUPER  LAPTOPS  AT  A  GLANCE 


Model/ 

List  price 

Microprocessor 

Hard  drive 

(Megabytes) 

Weight 

(Pounds) 

Comments 

IBM  PS/2  MODEL 
P75  $11,334 

486DX 

400 

22.1 

One  of  the  oldest  supers;  has  the  largest  hard 
drive,  but  no  color 

COMPAQ  PORTABLE 
486C  $11,000 

486DX 

210 

17.6 

Has  two  full-size  expansion  slots,  like  a 
desktop;  120  megabyte  is  $1,000  less 

SHARP  COLORSTAR 
PC-8501  $10,000 

386DX 

TOO 

15.3 

Uses  on  older  microprocessor,  but  has  the 
sharpest  active  matrix  screen 

TOSHIBA 

T6400DXC  $9,750. 


HEC  PROSPEED 
486SX/C  $9,000 


TOSHIBA 

T4400SX  $5,600. 


486DX        200  12.9 


486SX         120  16.8 


486SX  80  7.25 


The  latest  super  totable;  models  with  486SX 
chip  coming  soon 


Has  one  full-size  expansion  slot  and  on  active- 
matrix  color  screen 


Lightweight  and  battery-powered,  but  uses 
older  monochromatic  screens 


even  m.ore  features.  Compaq's 
totable  PC  offers  two  full-size 
expansion  slots  that  can  ac- 
commodate circuit  boards  for 
accessories  and  upgrades.  A 
Compaq  owner,  for  example, 
might  add  a  CD-ROM  drive — an 
essential  multimedia-comput- 
er component  that  typically 
stores  600  megabytes  of  infor- 
mation. 

IBM's  P75  offers  two  full- 
size  slots,  plus  two  half-size 


You  can  also  largely  forget 
about  using  them  on  airplanes 
and  trains.  Except  for  Toshi- 
ba's monochromatic  T4400,  all 
need  an  AC  outlet.  That's  be- 
cause rechargeable  batteries 
don't  yet  exist  that  are  power- 
ful enough  to  run  top-of-the- 
line  microprocessors  and  ac- 
tive-matrix color  screens. 

The  only  other  obstacle  to 
obtaining  one  of  these  power- 
houses  is   price.   IBM's  P75 


screen  in  a  notebook-size 
package.  The  sacrifice  here  is 
microprocessor  speed.  And 
Apple's  new  Powerbook  170  is 
a  $4,600,  40-megabyte  laptop 
that  features  the  same  brain 
as  the  Macintosh  Ilci  desktop. 
Clearly,  computer  makers  see 
laptops  as  the  way  to  go.  So  it 
shouldn't  be  hard  to  find  a 
machine  to  meet  your  needs, 
no  matter  how  complex  they 
are.  Paul  Eng 
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Photography 

TOP  PICKS 
AMONG  THE 
NEW  CLICKS 


With  miniaturized 
electronics  making; 
complex  85  mm 
cameras  lightwei<,rht  and 
pocket-sized,  Nikon's  newest 
model  may  startle  you.  It's  as 
bulky  and  heavy  as  a  brick, 
sports  a  gaudy  orange  stripe, 
and  costs  about  $6,000.  Think 
the  contraption  and  its  design- 
ers should  be  tossed  into  the 
sea'?  No  problem.  The  Ni- 
konos  RS  works  underwater. 

Until  now,  scuba  divers  and 
snorkelers  had  to  use  clumsy, 
hard-to-focus  special  cameras 
or  ones  enclosed  in  water- 
proof housings.  But  the  Ni- 
konos,  with  its  oversize  but- 
tons and  controls,  works  just 
like  any  single-lens  reflex 
(SLR)  to  320  feet  down.  For 
photographers  without  such 
deep  pockets,  Minolta's 
Weathermatic  ($300),  a  com- 
pact point-and-shoot,  will  take 


NIKON'S  RS  IS  HANDY  UNDERWATER.  CANON'S  RC-250  PHOTOS  PLAT 
BACK  ON  TV.  KYOCERA'S  CONTAX  T2  IS  SLIM,  LIGHT,  AND  STURDY 


pictures  down  to   100  feet. 

Other  makers  have  intrigu- 
ing new  models  for  still  pho- 
tographers who  prefer  to 
keep  their  feet  on  dry  land. 
Take  Kyocera's  Contax  T2.  A 
slim  point-and-shoot  named 
European  Compact  Camera  of 
the  Year,  it  boasts  a  durable 
titanium  body  and  weighs  just 
1.6  ounces.  You  can  switch 
from  auto-focus  to  manual, 
guided  by  a  viewfinder  indica- 


tor that  lights  at  pinpoint  fo- 
cus. That  capability,  along 
with  the  titanium  and  a  Carl 
Zeiss  Sonnar  38mm  f2.8  lens, 
runs  the  price  u]!  to  $1,000. 
LITTLE  SURE  SHOT.  For  a 
broader  market,  Ricoh  is  said 
to  be  ready  to  unveil  a  point- 
and-shoot  model  barely  larger 
than  a  cigarette  pack — which 
the  maker  would  promote  as 
the  smallest  automatic  cam- 
era with  a  zoom  lens.  It's  a 


modest  zoom,  from  3.")nmi  t 
60mm,  but  it's  suitable  fc 
most  snapshooters.  Pric*: 
about  $300. 

Canon  also  focused  o 
zooming  in  its  new  EOS  Ela 
($580),  an  update  of  the  aut( 
focus  SLR  introduced  in  199( 
It  now  boasts  a  built-in  zooi 
flash  that  adjusts  the  angle  ( 
light  to  the  area  covered  b 
the  zoom  lens.  For  trick 
lighting  situations,  you  ca 
set  exposure  and  shuttf 
speed  with  an  optional  ba 
code  scanner.  It  accepts  dat 
from  bar  codes  under  sampi 
photos  in  a  booklet  so  tl 
■.imera  will  produce  a  simil 
shot.  Another  innovation 
soundproofed  motor-dri\ 
mechanism  almost  complete 
silences  the  disruptive  clic 
whirr  noise. 

Canon  has  also  accessoriz( 
its  RC-250  electronic  camei 
($799),  which  can  record 
still  pictures  on  a  2-inch  flo 
py  disk  and  play  them  ba( 
on  any  TV  set.  For  $400,  yc 
get  a  3-inch  color  monitor  ai 
3-hour  battery  pack.  That  le 
you  take  up  to  800  pictur  rs 
and  view  them  immediatel  oi 
like  Polaroids,  for  instant  ph  in 
togratification.       Don  Du 


When  their  certificates 
of  deposit  mature, 
savers  have  some  unappeal- 
ing choices:  either  roll  over 
the  CDS  at  4%  or  put  the 
money  into  stocks,  bonds,  or 
mutual  funds — where  the 
principal  is  at  risk.  The  situa- 
tion is  particularly  worri- 
some for  savers  who  live  off 
interest  income.  They  need 
all  the  yield  they  can  get  but 
can't  afford  to  take  risks. 

Here's  a  prescription  for 
CD  shock  that  you're  not  like- 
ly to  hear  from  a  broker  or 
banker:  U.  S.  savings  bonds. 
No,  not  the  kind  that  people 
give  as  gifts  for  newlyweds 
and  newborns — persons  in 
need  of  long-term  savings 
but  not  current  income. 
Those  are  the  Series  EE  sort, 
which  are  bought  at  half 
their  face  value  and  mature 
h)  12  years  to  full  value. 

The  lesser-known  Series 
Kii  bonds  make  attractive  ve- 
hiclt  i;  for  savers  who  want 
reg  ular  interest  payments. 


Smart  Money 

THESE  SAVINGS  BONDS 
AREN'T  KIDS'  STUFF 


They're  purchased  at  face 
value  and  make  semiannual 
payments  of  6%  a  year.  The 
interest  is  sent  by  electronic 
funds  transfer  directly  to  the 
bondholder's  bank  account. 


CURRENT 
LOW-RISK  YIELDS 


U.S.  TREASURY 

NOTE (5-YEAR) 

6.4% 

SERIES  HH 

SAVINGS  BOND 

6.0 

MONEY-MARKET 

MUTUAL  FUND 

4.1* 

BANK  CERTIFICATE 

OF  DEPOSIT  (1 -YEAR) 

4.1* 

U.S.  TREASURY 

BILL  (6-MONTH) 

4.0 

*Average 


And  unlike  bank  interest,  in- 
come from  savings  bonds  is 
exempt  from  state  and  local 
taxes. 

The  bonds  have  a  10-year 
life  and  can  be  extended  for 
another  10  years.  They  are 
issued  in  denominations  of 
$500,  $1,000,  $5,000,  and 
$10,000.  Unlike  Series  EE 
bonds,  whicli  pay  out  a  vari- 
able rate  of  interest,  the  rate 
on  Series  HH  bonds  doesn't 
change.  However,  if  interest 
rates  jump,  you  can  cash  in 
these  bonds  without  penalty 
or  loss  of  principal  and  look 
for  higher  returns  else- 
where. 

Series  HH  are  available 
through  Federal  Reserve 
Banks  and  their  branches. 


You  can  purchase  them  onl 
with  Series  EE  bonds. 

If  you  have  a  maturing  CI 
and  no  EE  bonds,  there's  stije 
a  way  to  get  HHs.  Frank  Ri' 
ey,  the  Treasury's  New  Yor  J 
district  director  for  U.  S  iif 
Savings  Bonds,  says  saver  tli 
can  purchase,  say,  $10,000 
EE  bonds  (that's  $20,000  fac 
value)  and  convert  them  tpl 
$10,000  in  HH  bonds  si 
months  from  now — the  min 
mum  amount  of  time  EE 
must  be  held.  The  saver  wi  n\ 
only  earn  a  4.16%  annual  ii 
terest  rate  for  the  six-mont 
period,  but  that's  no  wors 
than  what's  available 
many  banks  and  thrifts. 

The  only  limitation  to  th 
savings  program  is  that  a 
individual  must  restrict  pu 
chases  of  EE  bonds  to  $15,0( 
($30,000  face  value)  per  yea 
Couples  can  invest  $15,0( 
each.  There  is,  however 
limit  on  the  EE  holdings  yc 
can  exchange  for  Series  H 
bonds.  Jeff  Laderma  if;. 


tr. 
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PERSONAL  BUS 


Dining 

riNG  IN  JAPAN— FOR  LESS 
AN  AN  EMPEROR'S  RANSOM 


[ 


now  people  back  from 
Tokyo  with  tales  of 
outlandish  prices? 
may  have  eaten  at  a 
so  exclusive  it  has  no 
i.  Hidden  in  a  back  street 
le  Nakano  district,  it  re- 
;s  entry  to  members  and 
guests.  The  proprietor 
;s  only  one  group  of  sev- 
ich  evening,  plying  them 
the  choicest  seasonal 
)od,  Matsuzaka  beef  (a 
nese  specialty),  and  ob- 
3  mountain  vegetables, 
;erved  on  centuries-old 
!S.  Price  per  head:  $300, 
<  you. 

t  you  needn't  spend  an 
>ror's  ransom  for  a  delec- 
dinner  in  delightful  sur- 
dings  in  Tokyo.  And  you 
n't  limit  your  menu 
aw  fish.  Take  Ta- 
il a  cozy  establish- 
t  near  Yasukuni 
le.  Its  kimono-clad 
irs  serve  a  wide  ar- 
of  typical  Japanese 
!S  freshly  prepared 
the  finest  ingredi- 
Four  of  us  feasted 
;  on  hors  d'oeuvres, 
broiled,  and  deep- 
fish,  tofu  steak, 
tori  (skewered 
cen  chunks),  and 
sed  eggplant, 
led  down  with  plen- 
'  beer  and  cold  sake. 
total  tab  was  $235: 
;heap,  but  good  val- 
y  Tokyo  standards, 
wner  Hiroshi  Kawa- 
I  speaks  a  bit  of  En- 
and  can  help  with 
order.  Ask  for  a 
•floor  table. 
CY.  One  of  Tokyo's 
ir-known  culinary 
ains  is  the  lovely 
aya  in  the  old  gei- 
quarter  of  Kagurazaka. 
't  miss  the  specialty — 
isuki.  a  panful  of  thick 
lies,  chicken,  shellfish, 
vegetables  cooked  in  a 
broth  at  your  table.  For 
icredible  $12,  you'll  have 
ty  to  eat.  But  also  split  an 


order  of  Torijaya's  broiled 
agenasu,  half  a  large  egg- 
plant spread  with  a  concoction 
of  red  miso  (soybean  paste) 
and  ground  meat. 

While  there's  plenty  in  Jap- 
anese cuisine  to  make  one 
squeamish — raw  horse  meat 
or  squid  marinated  in  its  own 
innards — most  Westerners 
take  to  a  dish  called  kushiage, 
or  skewered  morsels  of  fish, 
meat,  and  vegetables  deep- 
fried  in  front  of  you.  Try  Ku- 
shinoya  on  Aoyama  Dori  near 
Omotesando,  where  the  basic 
course  of  15  different  skew- 
ers goes  for  $37. 

Japanese  think  of  sukiyaki 
as  something  to  eat  at  home. 
But  that  won't  prevent  you 
from  finding  superb  versions 


BW'S  NEFF  (LEFT)  SEEKS  OUT  EXOTIC  FARE  AT  REASONABLE  PRICES 


A  TASTE  OF  TOKYO 


Restaurant  Cuisine  Dinner  for  two* 

Phone 

ECHIKATSU  Japanese 

$150 

381  1-5293 

GOLD  LEAF  Thai 

no 

3447-1212 

ILBOCCALONE  Italian 

120 

3449-1430 

ISOSEI  Japanese  (sushi) 

120 

3718-1132 

ISSHIN  Japanese 

50** 

3401-7991 

KHUMBILA  Nepalese 

80 

3440-2638 

KUSHINOYA  Japanese 

85 

3499-1194 

TAMURA  Japanese 

110 

3262-7379 

TORIJAYA  Japanese 

40 

3260-6591 

Includes  one  drink  per  person      ** Lunch      DATA:  BW 


of  the  braised-meat-and-vege- 
table  dish  in  restaurants.  For 
lunch,  try  it  in  sukiyakiju 
(lunchbox)  form  for  $21  at  Is- 
shin,  on  Omotesando  just 
above  designer  Issey 
Miyake's  Pleats  boutique.  For 
dinner,  venture  to  the  funky 


downtown  area,  Yushima,  to 
Echikatsu,  an  ancient  estab- 
lishment dripping  with  tradi- 
tional ambience  as  luscious  as 
the  sukiyaki  broth.  You  can 
choose  courses  from  $50  to 
$83  per  person,  differing 
mainly  in  the  quality  of  the 
meat.  For  Tokyo,  it's  a  steal. 
No  trip  to  Japan 
would  be  complete  with- 
out sampling  sushi.  The 
Japanese  may  be  more 
passionate  about  sushi 
than  any  other  comesti- 
ble. And  almost  every- 
one has  an  untoppable 
spot,  some  of  which 
could  get  your  expense 
account  suspended.  But 
for  quality  and  selection 
at  affordable  prices,  it's 
hard  to  beat  Isosei  in 
suburban  Jiyugaoka. 
Two  big  eaters  and 
drinkers  would  have 
trouble  spending  more 
than  about  $130. 
FETTUCCINE?  Want  to 
sample  other  Asian  cui- 
sines? One  smart  but 
offbeat  choice  would  be 
Khumbila,  which  serves 
Nepalese  and  Tibetan 
delicacies  in  an  informal 
basement  setting  in 
Hiroo.  You  can  order  set 
courses  for  $20  to  $40, 
but  it's  more  fun  to 
choose  on  your  own.  Don't 
miss  the  momoko,  or  Tibetan 
pork  dumplings,  and  the  mut- 
ton or  chicken  curry.  Also  in 
Hiroo  is  one  of  Tokyo's  loveli- 
est Thai  restaurants,  the  Gold 
Leaf.  Its  set  lunches  begin  at 
about  $12. 


If  you  start  longing  for 
Western  food,  Tokyo  boasts 
branches  of  such  French  culi- 
nary icons  as  Maxim's  and  La 
Tour  d'Argent,  plus  at  least  a 
dozen  more  French  restau- 
rants that  could  hold  their 
own  anywhere.  But  why  not 
jump  aboard  the  Italian  band- 
wagon rolling  through  the 
city?  Try  one  of  the  favorites, 
II  Boccalone.  A  short  walk 
from  Ebisu  Station  in  western 
Tokyo,  this  rustic  eatery  with 
wooden  floors  and  tables  sup- 
plements its  many  regular 
dishes  with  specials,  such  as 
fettuccine  in  crab  cream 
sauce.  It  also  offers  a  rich  col- 
lection of  freshly  baked  des- 
serts. Dinner  for  one  is  about 
$55  without  wine. 

As  they  often  say  at  the  be- 
ginning of  a  meal  in  Japan, 
Itadakimasu!  Bob  Neff 


Worth  Noting 

■  LEGAL  LORE.  Your  Rights  in 
the  Workplace  (Nolo  Press, 
$16)  can  help  you  decide 
whether  to  see  a  lawyer  if 
you  think  you've  been  fired 
without  cause,  faced  discrimi- 
nation or  harassment,  or  oth- 
erwise been  treated  unfairly. 

■  SUMMER  SPORTS.  The  Sum- 
mer Olympics  in  Barcelona 
don't  start  till  July  25,  but 
tickets  are  oversubscribed  for 
some  events,  says  Olson  Tra- 
velworld  (800  874-1992),  which 
lists  availabilities  and  prices. 
Check  tour  packages,  though. 
They  may  have  seats  for 
"sold  out"  events. 
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nvestment  Figures  of  the  Wee 


COMMENTARY 

Wall  Street  is  no  fan  of 
Washington.  The  Dow  industrials 
climbed  to  nearly  3300  on  Jan. 
29,  cheering  some  companies' 
good  profit  reports.  But  then 
Federal  Reserve  Chairman  Alan 
Greenspan  said  the  economy 
doesn't  need  anymore  monetary 
easing  ond  warned  Congress  that 
a  big  economic  recovery  package 
could  prove  inflationary.  That  sent 
the  bond  market  tumbling,  and  the 
stock  market  followed  suit.  Long- 
term  interest  rotes  are  now  higher 
than  before  the  last  cut  in  the  dis- 
count rote. 


Jan.  23-29 


BONDS 

Jan.  July 


Jan.     Jan.  23-29 


THE  DOLLAR 

Jan.  July 


Jan.     Jan.  22-29 


1-week  change 
-1.9% 


1  -week  change 
-1.2% 


52-week  change 
+  2.5% 


1-week  chang 
+  1.0% 


MARKET  ANALYSIS 


% (hange 

U.  S.  STOCKS 

lotesi 

Week 

S2-week 

DOW  JONES  INDUSTRIALS 

3225.0 

-0.9 

18.9 

BIG  COMPANIES  (Russell  1000) 

218.0 

-1.6 

22.9 

SMALL  COMPANIES  (Russell  2000) 

203.9 

0.1 

43.6 

ALL  COMPANIES  (Russell  3000) 

232.8 

-1.5 

24.0 

%  ihonge  (local  currency) 

FOREIGN  STOCKS 

latest 

Week 

52-week 

LONDON  (FINANCIAL  TIMES  100) 

2546.5 

1.0 

18.3 

TOKYO  (NIKKEI  INDEX) 

21,362.3 

-0.8 

-8.7 

TORONTO  (TSE  COMPOSITE) 

3598.6 

-1.1 

10.8 

FUNDAMENTALS 

latest 

Week  ago 

Year  a 

90-DAY  TREASURY  BILL  YIELD 

3.92% 

3.84% 

6.3 

30-YEAR  TREASURY  BOND  YIELD 

7.76% 

7.63% 

8.2 

S&P  500  DIVIDEND  YIELD 

2.94% 

3.01% 

3.6 

S&P  500  PRICE/EARNINGS  RATIO 

23.5 

22  6 

15.0 

TECHNICAL  INDICATORS 

latest 

Week  ago 

Readit- 

S&P  500  26-week  moving  average 
Stocks  above  26-v/eek  moving  average 
Speculative  sentiment;  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

392.4 
71.4% 
0.37 
1.51 

391.2 
69.4% 
0.34 
1.62 

Positi|' 
Neutrl 
Neutrt 
Positl'l 

INDUSTRY  GROUPS 


BRIDGE  INFORMATION  SYSTEMS  it 


%  change 


FOUR-WEEK  LEADERS 

4-week 

52-week 

Strongest  stock  in  group 

1  MACHINE  TOOLS 

24.4 

38.1 

ACME  CLEVELAND 

2  SEMICONDUCTORS 

22  8 

45  2 

INTEL 

3  LEISURE  TIME 

209 

46  9 

OUTBOARD  MARINE 

4  AUTOMOBILES 

19.8 

13.1 

CHRYSLER 

5  ENTERTAINMENT 

18.5 

27.5 

WALT  DISNEY 

FOUR-WEEK  LAGGARDS 

%  change 
4-week  S2-week 

Weakest  stock  in  group 

1  MEDICAL  PRODUCTS  AND  SUPPLIES 

-9.4 

40.8 

BIOMET 

2  DRUGS 

-7.9 

45.2 

PFIZER 

3  DIVERSIFIED  HEALTH  CARE 

-7  6 

31.6 

ABBOn  LABORATORIES 

4  SOFT  DRINKS 

-7.0 

41.3 

COCA-COLA 

5  RAILROADS 

-5.4 

41.0 

SANTA  FE  PACIFIC 

%  change 
4-week  S2-week 


Price 


33  3 


100.0 


9  '/i 


28.5 


42.3 


62  5/ 


31.3 


58.6 


22 


31.5 


16.3 


15  '/ 


23.2 


39.1 


141  '/ 


%  change 
4-week  52-week 


Pric( 


-210 


1 15.4 


24  '/ 


-15.0 


67.0 


-9.1 


39.4 


-9.7 


53.7 


72 



61  '/■■ 
73  3/ 


-1 1.7 


100.0 


12  V 


MUTUAL  rUNDS 


LEADERS 

Four-week  total  return 

% 

LAGGARDS 

Four-week  total  return 

% 

1  PRUDENT  SPECULATOR  LEVERAGED 

2  FIDELITY  SELECT  ELECTRONICS 

3  FREEDOM  DISCOVERY 

18  1 
17.9 

17.7 

PRINCIPAL  PRES.  DIVIDEND  ACHIEVERS 

NATIONAL  INDUSTRIES 

DFA  JAPANESE  SMALL  COMPANY 

-5.7 
-5.1 
-3.9 

52-week  total  return 

% 

52-week  total  return 

% 

1  OPPENHEIMER  GLOBAL  BIO-TECH 

2  AMERICAN  HERITAGE 

3  MFS  LIFETIME  EMERGING  GROWTH 

127.8 
1 15.3 
914 

STRATEGIC  GOLD/MINERALS 
FIDELITY  SELECT  ENERGY  SERVICE 
STRATEGIC  INVESTMENTS 

-19.2 
-16.3 
-12.4 

S&P  500 
4-week  total  return 


MORNINGSTARI 

Average  funcJ 
52-week  total  return 


REUTIVE  PORTFOLIOS 


Dollar  amounts 
represent  the  present 
value  of  $10,000 
invested  one  year  ago 
in  each  portfolio 


Pt'centages  indicate 
five-dny  total  returns 


U.  S.  Stocks 
$12,647 

+0.56% 


Treasury  bonds 
$11,439 

-1.44% 


Foreign  stocks 
$11,339 

-0.63% 


Money  market  fund 
$10,499 

+0.08% 


DATA  RESOURCES 


Gold 
$9,539 

-0.22% 


All  data  on  this  poqe  ore  as  of  market  close  Wednesday,  Jon  29, 
industry  groups  include  S&P  500  companies  only,  performance  and 


1992,  unless  otherwise  indicated 
share  prices  are  as  of  market  close 


Jon.  28.  Mutual  fund  returns  are  as  of  Jan  24  Relative  portfolios  are  valued  as  of  Jan.  27.  A  p| 
detailed  explonolion  of  this  page  is  available  on  request. 
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itorials 


Jex  to  Companies 

idex  gives  the  starting  page  for  a  story  or  fea- 
ith  a  significant  reference  to  a  company.  Most 
iories  are  indexed  under  tfieir  own  names, 
anies  listed  only  in  tables  ore  not  included. 
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31 
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II 

12 
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ts  117 
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36  Basin  131 
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America  41 
Montreal  126 
Poribos  126 
iBank  41 
.umber  108 
irketer"s  Insights 
31,  112,  140 
iruins  34 
Celtics  34 
ridge  Spa  131 
30 

mmunicotions 
Cing  34 


108 


Dataquest  118 

Deone  Automotive  Center  30 

Delov/are  Nortti  34 

Dell  Computer  118 

Deloitte  &  louche  24 

Delta  Air  Lines  6 

Digital  Video 

Applications  122 
Dillard  Department  Stares  97 
Disney  122 
Diversey  108 
Dresdner  Bank  41 
DuBois  Chemicals  108 
Duflf  &  Phelps  126 


Eastmon  Kodak  1 12 
Economic  Inquiry  20 
Electronic  Security 

Products  34 
Ericsson  (L.M.)  40 
Exxon  40 


118 


lu  126 
136 

O'Keete  108 

s  International  33 

28 

European 
itional  Bonk  41 
Aircraft  112 
ge  Magazine  20 
(J.W.)  33 
Aonhottan  114 
J  Monteleno  102 
dI  Bank  126 
32,  102,  112,  126, 

126 
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Bound  33 
stems 
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jtional  120 
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ler  Credit 
ince  42 

s&  Lybrand  115 
108 

Mountain  131 
t  Brothers  126 

Bank  114 

nd  Savings  1 14 

.yonnais  41 


0  102 


Foirchild  Semiconductor  12 
Federated  126 
Fiat  102 

Fidelity  Investments  28 
Fingerhut  117 
First  Boston  126 
FL  Industries  112 
Ford  31,32,  102,  140 
Forstmann  Little  112 
Foster's  Brewing  108 
Fujitsu  12 


Gartner  Group  120 
General  Dynamics  27,112 
General  Instrument  112 
GM  32,34,  102,  107,  122, 
140 

Gold  Pan  Bar  131 
Goldman,  Sachs  28 
GroupeBull  12,43 
Grumman  27 
GTE  40 
GTE  Investment 

Management  112 
Gulfstream  Aerospace  112 

H 


Harrods  131 
Hewlett-Packard  43 
Hoffmonn-LaRoche  124 
Home  Depot  108 
Honda  30,32 
Honeywell  124 
Hughes  Aircraft  27 
Humana  117 
Hunter  Mountain  131 


IBM  40,43,  118,  122,  134, 
140 

Imperial  Chemical  108 
Ingersoll-Rond  28 
Intel  134,  140 
International  Data  118 
Isuzu  102,  107 


Jamaica  Savings  Bonk  117 
J.B.  Hunt  97 


Jones,  Day,  Reavis  & 

Pogue  126 
JSB  Financial  1 17 
JWP/Businessland  118 


Keystone  131 

KFC  34 

Killingtan  131 

Koch  Supplies  40 

Kohlberg  Krovis  Roberts  112 

Kunnan  High 

Technologies  118 
Kyocero  136 


League  of  Conservation 

Voters  97 
Levingston  Ship  Building  40 
Loral  120 
LTV  27 

M 


MacylR.H.)  34,  112,  126 
Manufacturers  Bank  20 
Martin  Marietta  27 
Maserati  102 
Matsushita  Electric  117 
Mayer  Brown  &  Piatt  126 
Mazda  102 
MCA  117 
McDonald's  34 
McGraw  Hill  22 
Merck  140 
Merrill  Lynch  28 
Microsoft  134,  140 
Miller  Brewmg  108 
Minolta  136 

Minute  Man  Delivery  120 
Mitsubishi  32,  102 
MMS  International  22 
Molson  108 
Monitor  Aerospace  27 
Monsanto  Chemical  30 
Montgomery  Ward  117 
Montreal  Canadiens  108 
Morgan  Stanley  34 
Morrilton  Plastics  97 
Motor  Trend  102 
Motorola  31,  140 

N 


NBC  122 
NCR  117 

NEC  40,43,  122,  134 

Neuberger  &  Bermon  117 
Nikon  136 
Nintendo  122 
Nissan  102 
Northrop  27 
Northwest  Airlines  120 


Olivetti  118 
P 


PaineWebber  118 

Park  City  131 

PC  World  118 

Perpetual  Savings  Bank  114 

Petrobros  40 

Pillsbury  16 

Pinelonds  117 

PlanEcon  41 

Pleats  137 

Potter  Warburg  108 

PPG  Industries  28 

Princeton  Review  33 

Procordia  34 

Pullman  112 


Quolcomm  120 


Quandary  Antiques  131 

R 


Re/ Max  International  28 
Republic  National  Bank  114 
Rhone-Poulenc  118 
Ricoh  136 

Rio  Grande  Industries  117 
RJR  Nabisco  112 
RobyUSA  30 
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capital  investment  and  public  spending 
on  infrastructure  and  human  capital — 
not  just  schools  but  -worker  training 
and  apprenticeships.  Any  needed  taxes 
should  be  levied  on  consumption,  not 
income.  For  instance,  increased  gaso- 
line taxes  would  spur  conservation,  re- 
duce oil  imports,  and  raise  significant 
revenue  for  the  commonweal. 

In  part,  we  are  held  back  from  sub- 
stantial reform  by  a  government  sys- 
tem that  is  beholden  to  special  inter- 
ests. The  way  we  finance  our  elections 
is  akin  to  bribery.  Campaign-finance  re- 
form is  urgently  needed.  We  are  also 
handicapped  by  an  ideological  bias 
against  long-term  planning,  as  though 
industrial  planning  were  somehow  un- 
American.  Yet  our  defense  buildup  was 
a  form  of  industrial  planning.  Why  re- 
treat from  planning  our  defense  cuts? 
We  should  minimize  government  inter- 
vention, but  that  hardly  means  no  role 
at  all  in  strategic  planning. 

In  other  cases,  such  as  regulation, 
less  government  is  needed.  Our  anti- 
trust policies  were  formed  when  U.  S. 
Steel  was  a  kingpin  and  General  Mo- 
tors worried  only  about  Ford  and 
Chrysler.  Today,  we  need  to  permit 
joint  research  and  risk-sharing  on  ex- 
pensive projects  and  technologies. 

Drugs,  crime,  and  welfare  dependen- 
cy are  much  tougher  problems.  But  we 
know  certain  things  work.  Head  Start 
works  for  preschoolers.  Certain  schools 
work  in  educating  disadvantaged  chil- 
dren. Certain  drug-rehabilitation  pro- 
grams work.  Certain  job-training  pro- 
grams work.  We  can  make  no  better 
investment  than  training  our  people  for 
a  more  complex  and  competitive  world. 

No  social  program  will  be  good 
enough  if  the  economy  remains  weak. 
There  is  nothing  wrong  with  the  work 
ethic  of  most  Americans — from  single 
mothers  who  mop  floors  for  a  living  to 
unemployed  auto  workers.  On  Jan.  15, 
many  thousands  of  unemployed  lined 
up  for  hours  in  freezing  weather  to 
apply  for  1,000  new  jobs  posted  by  the 
Sheraton  Chicago  Hotel.  Laziness  is 
not  the  problem — a  lack  of  jobs  is. 

And  we  won't  create  enough  jobs  if 
we  don't  restructure  our  policies  to 
spur  investment  and  education.  If  we 
don't  change,  the  Japanese  view  of 
America  as  a  nation  in  decline  will 
prove  to  be  correct.  If  that  happens, 
don't  blame  Japan.  The  choice  is  ours. 
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DEAR  JAPAN, 

even  changing  culture.  Many  of  the  practices  outsiders  * 
as  keeping  them  out  seem  rooted  in  Japanese  traditions.  1  1 
keiretsu  form  of  corporate  cooperation,  for  example,  m  • 
breed  great  efficiency  and  teamwork,  but  it  also  exchu  i 
foreigners.  The  tradition  of  doing  business  with  longstai  • 
ing  partners  may  build  loyal  relationships,  but  newcomef., 
however  innovative,  are  not  welcome.  These  attitudes  hi/e 
made  Japan  an  insular  society — a  difficult  role  to  sustain^ 
an  increasingly  global  world.  For  all  of  America's  faults,^ 
has  been  remarkably  open — to  people,  ideas,  and  product 

Fundamental  attitudes  can't  easily  be  changed.  But  ya 
are  right  to  ask  America  to  make  basic  changes,  too — i|r 
example,  to  change  from  a  consumer  culture  to  a  mcfe 
investment-oriented  society.  Moreover,  we  believe  fundaniiji- 
tal  changes  in  Japan  are  in  your  interest.  Your  people  (!■ 
serve  a  higher  standard  of  living — in  better  housing,  mete 
leibuie  Lime,  aiiu  less  eApensive  consumer  piouucLS.  i 

It  is  time  for  both  nations  to  stop  blaming  each  other  ap 
get  on  with  fundamental  change  in  a  changed  world.  Let  tf 
process  begin.  | 

^P^^ut-  relations  are  deteriorating  so  rapidly  that  eco- 
^^^Bnomic  nationalism  threatens  the  prosperity  of  both 
^B^F  ovn-  countries.  Before  we  plunge  into  protectionism 
and  retaliation,  it  is  time  to  recognize  our  mutual  depen- 
dence and  to  negotiate  our  legitimate  grievances. 

First,  we  must  tone  down  the  rhetoric  on  both  sides.  You 
complain,  correctly  sometimes,  of  Japan-bashing  by  Ameri- 
cans. But  there  is  a  lot  of  America-bashing  coming  from 
Japan  right  now.  We  regularly  see  America  caricatured  as  a 
land  of  lazy  illiterates  producing  nothing  but  shoddy  prod- 
ucts. Yet  the  U.  S.  is  the  world's  leading  exporter,  its  pro- 
ductivity higher  than  anyone  else's,  its  universities  the 
world's  best.  Shoddy  products?  Does  that  include  Microsoft, 
Intel,  Merck,  Motorola,  IBM,  or  Boeing,  to  name  but  a  few? 

Perhaps  the  most  sensitive  part  of  America-bashing  con- 
cerns race.  Our  histories,  in  this  respect,  are  utterly  differ- 
ent: You  are  a  homogeneous  people  in  a  traditionally  closed 
society;  we  spring  from  numerous  ethnic  and  racial  back- 
grounds. Most  Americans  see  enormous  strength  in  our 
diversity.  It  is  who  we  are.  Yet  we  are  frequently  told  by 
many  Japanese — from  former  Prime  Minister  Yasuhiro  Na- 
kasone  on  down — that  our  problem  is  too  many  blacks  or 
Hispanics.  Or  sometimes,  code  words  are  used — such  as 
"lazy"  or  "illiterate."  Apologies  quickly  follow,  but  the  dam- 
age is  lasting.  You  often  say  Americans  don't  understand 
Japan.  Perhaps.  But  clearly,  the  reverse  is  true  as  well. 

The  second  step  is  to  recognize  how  much  the  world  is 
changing.  At  the  end  of  World  War  II,  America  demonstrat- 
ed unprecedented  generosity  toward  a  vanquished  enemy.  It 
helped  rebuild  your  country.  It  opened  its  markets  for  your 
products  and  allowed  your  markets  to  remain  closed  while 
you  rebuilt  your  industries.  America  spent  trillions  of  dollars 
on  defense,  much  of  it  to  protect  Japan  from  any  Soviet 
threat — allowing  you  to  concentrate  all  of  your  resources 
and  energy  on  commercial  activities.  It  was  America  that 
chiefly  paid  the  price  to  end  the  Soviet  threat. 

Now  the  cold  war  is  over,  and,  yes,  a  new  world  order  is 
unfolding.  America's  role  must  change.  No  longer  can  we  be 
the  enforcer  of  Pax  Americana  and  the  dominant  economic 
power.  Instead,  we  must  become  a  cooperative  partner  in  an 
integrated  global  economy  in  which  no  country  is  preemi- 
nent. And  as  you  rightly  point  out,  we  must  also  deal  with 
long-neglected  domestic  problems. 

But  Japan  must  change,  too.  In  today's  integrated  global 
economy,  it  is  untenable  for  any  one  country  to  run  a  huge 
trade  surplus  with  virtually  every  other  nation  in  the  world. 
Besides,  such  mercantilist  goals  are  unworthy  of  the  great 
power  Japan  should  be:  You  have  a  bigger  role  to  play  than 
just  exporting  cars  and  VCRS.  The  world  needs  your  presence 
in  diplomacy,  foreign  aid.  and  expansion  of  world  markets. 
And,  like  America,  Japan  has  its  own  domestic  needs — from 
improved  housing  to  a  cleaner  environment. 

We  recognize  that  changing  Japan's  role  in  the  world  will 
be  difficult.  It's  not  as  simple  as  repealing  quotas  or  tariffs. 
You  have  few  left.  But  it  is  a  matter  of  changing  attitudes, 

DEAR  AMERICA, 

^e  seem  more  dispirited  than  at  any  time  since  1 1 
M^^M  Great  Depression.  Yes,  the  recession  is  enerv  • 

Vr  aV  ing.  Yes,  the  fall  of  Soviet  communism  creates . 
public-policy  vacuum.  And  yes,  our  political  system  is  faili  ' 
us.  But  something  else  is  happening.  In  the  most  un-Ame  • 
can  way,  we  seem  paralyzed  to  do  anything  about  our  ma  r 
fold  problems.  Instead,  we  are  seeking  scapegoats — met 
recently,  Japan.  It  is  a  dangerous  game.  If  you  think  ^ 
have  economic  difficulties  now,  try  more  protectionism,  s 

We  have  some  reason  to  be  angry  at  the  Japanese.  Thir 
markets  are  just  not  as  open  as  ours — to  investment  or  ) 
products.  And  their  comments  about  the  U.  S.  are  oftji 
grossly  misleading.  But  some  sting,  because  they  have  tje 
ring  of  truth.  Many  of  our  schools  are  failing.  Crime  ai 
drugs  are  rampant.  Our  budget  deficit  is  out  of  contr;; 
Corporate  managers,  pushed  by  a  short-sighted  financij 
system,  are  often  blind  to  anything  but  the  next  quarteiS 
profits.  We  demand  governmeint  entitlements,  but  we  re  Cue 
to  pay  for  them. . . .  You  know  the  litany. 

What  to  do?  For  starters,  accept  our  new  role  in  t 
world.  With  the  end  of  the  cold  war,  we  need  not  be  t 
world's  policeman.  Understand  that  national  security 
longer  means  iCBMs  but  rather  a  strong  economy.  Su 
attitudes  should  not  degenerate  into  isolationism  but  shoi 
enable  us  to  focus  on  world  trade  and  domestic  problem.' 

This,  in  many  ways,  is  a  defining  moment  in  Americ; 
history.  For  one  thing,  the  former  Soviet  republics,  Easte 
Europe,  and  the  market-oriented  nations  of  Latin  Ameri 
are  all  promising  opportunities.  For  another,  we  have  f 
substantial  peace  dividend  coming  to  us — as  much  as  $3! 
billion  in  reduced  military  expenditures  over  the  next  decac. 
We  can  and  should  debate  how  the  money  should  be  used  • 
for  tax  cuts,  a  reduced  deficit,  or  social  spending. 

This  magazine  prefers  two  solutions:  tax  cuts  that  s])  ■ 

Continued  on  page 
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©  1991  Lexus,  A  Division  of  Toyola  Motor  Sales,  U.S.A..  Inc.  Lexus  reminds  you  In  wear  seat  bells  and  obey  all  speed  laws.  For  more  information,  call  800-872-5398  (800-USA-LEXUS). 


Take  just  one  glance  across  U 
spectrum  of  new  cars  on  t; 
road  today  and  it  isn't  hard) 
predict  where  your  eyes  will  stop.  ! 
The  Lexus  SC  400.  ' 
As  you  can  tell  from  the  pho 


DA 


re,  the  unique  design  greatly  con-       power  at  your  beck  and  call.  Or  the 


Jtes  to  this  magnetism.  What  may 
be  so  obvious,  however,  is  the 
uty  that  lies  beneath  the  skin. 
Such  as  a  Four  Cam  32-valve  V8 
'erplant  that  places  250  horse- 


classic  independent  double-wishbone 
suspension  that,  in  turn,  is  coupled  to 
a  technically  advanced  anti-lock  disc 
brake  system. 

Sounds  a  lot  like  a  muscle  car. 


doesn't  it.  Yet  the  Lexus  Coupe  is  far 
from  being  muscle-bound. 

The  leather  seats,  for  example, 
conform  to  you,  rather  than  the  other 
way  around.  The  climate  control  sys- 
tem will  automatically  maintain  the 
cabin  temperature  to  keep  everything 
from  your  toes  to  your  nose  in  com- 
plete comfort.  And  to  accommodate 
your  ears,  a  high-output,  seven-speaker 
audio  system  surrounds  you  with 
sound  few  concert  halls  can  duplicate. 

Why  know  all  this? 

Because  once  you  drive  the 
Lexus  Coupe,  you  must  be  prepared 
to  answer  a  lot  of  questions.  Auto- 
graphs, mind  you,  are  optional. 


The  Relentless  Pursuit  Of  Perfection. 


rS  ..1/    CKO  compared 


re-entering  the  EQUITY 


E 


to  going 


back    home    and    finding  an 

eight-lane  HIGHWAY  where 

Main  Street  used  to  bi 


In  short,  re-entry  could  not  be  more 
)lex. 

More  than  ever,  returning  issuers  face 
rtainty  in  the  marketplace.  Today's 
tors  are  increasingly  sophisticated  and 
ledgeable.  Their  decision  to  invest  — or 
-can  make  or  break  an  offering. 

To  be  successful,  issuers  must  be  able 
cess  every  market  and  every  investor— 
utional  and  individual  — the  world  over, 
access  detailed,  comprehensive  informa- 
ilong  the  way. 

THE  M\RKET  IS  COMPLEX. 
ETURNING  DOESN'T  HAVE  TO  BE. 

Lehman  Brothers  works  with  clients 
"nove  much  of  the  uncertainty  associated 
an  offering. 

Over  the  past  few  months,  Lehman 
lers  has  lead-managed  over  $1.7  billion 
equity.  Helping  domestic  and  inter- 
inal  clients  in  categories  as  diverse  as 
maceuticals,  high  technology,  banking 


and  retailing  successfully  return  to  market. 

wm 

LEHNL\N  BROTHERS? 

Lehman  Brothers  is  a  leader  in  raising 
equity  capital  for  its  clients.  Upward  of  $50 
billion  over  the  past  5  years,  according  to 
Securities  Data  Corporation. 

What  is  far  more  important  than  the 
dollar  figure,  however,  is  the  depth  of  experi- 
ence represented  by  that  figure.  For  it  is  com- 
posed of  every  type  of  offering  from  every 
imaginable  industry  sector. 

And  while  no  one  can  predict  what  the 
market  will  do  tomorrow,  Lehman  Brothers 
has  displayed  an  unusual  ability  to  foresee 
opportunity  and  to  move  an  offering  along  in 
a  very  timely  fashion. 

Precisely  the  sort  of  vision  and  timing 
that's  necessary  when  venturing  across  eight- 
lane  highways. 

If  you  are  considering  a  move  into  the 
equities  market,  we'd  like  to  be  involved. 


Lehman  Brothers 
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PRODUCTION 

Change  from  lost  week:  1.5% 
Change  from  lost  year:  1.4% 

1967=100  (four-week  moving  overoge) 


LEADING 

change  from  last  week:  0- 1  % 
Change  from  last  year:  -3  ,8% 


180. 


Jan.  25 
176  2 


Jan  18 
173  6r 


210 


205 


Jan.  25 
207.3 


Lijli4 


Jan  18 
2071  r 


iniim 


The  production  index  rose  sharply  in  the  week  ended  Jon,  25,  The  four- week 
average  had  been  held  down,  in  port,  by  past  holiday-depressed  readings.  In  the 
latest  week,  production  of  autos,  trucks,  and  coal  rose,  os  did  rail-freight  traffic. 
Steel,  electric  power,  ond  crude-oil  refining  declined.  Lumber  output  was  unchanged, 
and  paper  and  paperboard  production  were  unavailable  Before  calculation  of  the 
four-week  overage,  the  index  rose  to  179  5,  from  a  revised  178  6 

BW  production  inde«  copyright  1  992  by  McGrow-Hill  Inc 


The  leading  index  continued  to  gotn  ground  in  the  week  ended  Jon,  25,  Failures  of 
large  businesses  fell,  the  rote  of  decline  in  prices  of  industrial  materials  slowed,  and 
the  M2  measure  of  the  money  supply  grew  foster  On  the  downside,  stock  prices 
dropped,  bond  rates  rose,  initial  claims  for  jobless  benefits  increased,  and  reol  estate 
loons  fell  at  o  faster  rate  Before  calculation  of  the  four-week  overage,  the  index 
rose  to  207,5,  from  o  revised  207  0  the  week  before. 

Leading  inde*  copyright  1  992  by  Center  for  Inlernational  Business  Cycle  Research 
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Latest 
week 

Week 
ogo 

%  Change 
year  ago 

STEEL  (2/l)thous.  of  net  tons 

1,700 

1,71 1# 

9.8 

AUTOS  (2/1)  units 

1  1 1,873 

106,879r# 

-5.8 

TRUCKS  (2/11  units 

80,874 

71,830r# 

45.8 

ELECTRIC  POWER  (2/ 1 )  millions  of  kilowatl-fiours 

57,267 

60,03 1# 

-0.6 

CRUDE-OIL  REFINING  (2/i)thous  ofbbl./doy 

12,426 

12,642# 

-2  6 

COAL  (l/25)thous.  of  net  tons 

19,692# 

18,826 

-0.8 

PAPERBOARD  (l/251lhous.  of  tons 

NA# 

800.4r 

NA 

PAPER  (l/25)thous  of  tons 

NA# 

772.0r 

NA 

LUMBER  (1/25)  millions  of  ft. 

491. 7# 

495.1 

2.2 

RAIL  FREIGHT  (1/25)  billions  of  ton-miles 

20.6# 

20.3 

8  4 

Sources:  American  Iron  &  Steel  Institute,  Ward's  Automotive  Reports,  Edison  Electric  Institute, 
American  Petroleum  Institute,  Energy  Dept ,  American  Paper  Institute,  WWPA  ,  SFPA-,  Association 
of  American  Railroads. 

FOREIGN  EXCHANGE 

latest 
week 

Week 
ago 

Yeor 
ago 

JAPANESE  YEN  (2/5) 

126 

125 

128 

GERMAN  MARK  (2/5) 

1.59 

1.59 

1.46 

BRITISH  POUND  (2/5) 

1.81 

1.81 

1  99 

FRENCH  FRANC  (2/5) 

5.41 

5.41 

4.97 

CANADIAN  DOLLAR  (2/5) 

1  18 

1.17 

1.16 

SWISS  FRANC  (2/5) 

1.41 

1.42 

1.25 

MEXICAN  PESO  (2/5) 

3,049 

3,050 

2,961 

Sources:  Major  New  York  bonks  Currencies  expressed  in  units  per  U 
pound  expressed  in  dollars 

S  dollar,  except  for  British 

PRICES 

latest 
week 

Week 
ago 

%  Change 
yeor  ago 

GOLD  (2/5)  S/troyoz, 

354.300 

354  850 

-18 

STEEL  SCRAP  (2/4)  #1  heavy,  $/ton 

89  50 

89.50 

-13.9 

FOODSTUFFS  (2/3)  index,  1967=100 

204  2 

205.8 

-2.8 

COPPER  (2/1)  c/ib. 

102  8 

101.4 

-6.7 

ALUMINUM  (2/i)c/lb 

57.0 

56.0 

-15.6 

WHEAT  (2/1)  #2  hard,  S/bu. 

4.55 

4  30 

65  5 

COTTON  (2/1)  strict  low  middling  1 -1 /I  6  in  ,  C/lb 

49  38 

51.23 

-31.7 

LEADING  INDICATORS 

r 

latest 
week 

Week 
ago 

%  Chang(i<, 
year  agdb 

STOCK  PRICES  (1/31)  S&P  500 

412.14 

415.51 

21.f 

CORPORATE  BOND  YIELD,  Aaa  |1/31] 

8.25% 

8.22% 

-8.; 

INDUSTRIAL  MATERIALS  PRICES  (1/31) 

94.5 

94.1 

-2.; 

BUSINESS  FAILURES  (i/24) 

361 

389 

8.- 

e 

REAL  ESTATE  LOANS  (1/22)  billions 


$401.7 


S402.6 


0.( 


MONEY  SUPPLY,  M2  (1/20)  billions 


$3,418.4      $3,405. 6r 


INITIAL  CLAIMS,  UNEMPLOYMENT  (i/i8)thous 


464 


440r 


-4. 


Sources:  Standard  &  Poor's,  Moody s.  Journal  of  Commerce  (index:  1980^1 00),  Dun  i 
Bradstreet  (failures  of  targe  companies).  Federal  Reserve  Boord,  Labor  Dept.  CIBCR  seasonally  ac 
justs  data  on  business  failures  and  real  estate  loans 


1  MONTHLY  ECONOMIC  INDICATORS  1 

latest 
month 

Month 
ago 

%  Change 
year  ogij 

CONSTR.  SPENDING  (Dec.)  annual  rote,  billions  $407.4 

$408.4r 

-3.: 

PERSONAL  INCOME  (Dec  )  annual  rate,  billions  $4,923.3 

$4,874  Ir 

2. 

ORDERS  FOR  DURABLE  GOODS:  MFG.  (Dec )  billions$i  17  7 

$123  9r 

-2. 

12  LEADING  INDICATORS  COMPOSITE  (Dec.).ndex  144.8 

145.2r 

3. 

Sources:  Census  Bureau,  Commerce  Dept 

EnmiiimsiEi: 


latest 
week 


Week  %  ChangU 
ago      year  agiji 


Sourcei^:  London  Wednesday  final  setting,  Chicago  market.  Commodity  Research  Bureau,  Meta/s 
Weefe,  Kaniub  City  market,  Memphis  market. 


MONEY  SUPPLY,  Ml  (i/20) 

$912.8 

$903.5 

10. 

BANKS'  BUSINESS  LOANS  (1/22) 

289.6 

290.2r 

-10. 

FREE  RESERVES  (1/22) 

808r 

624r 

897. 

NONFINANCIAL  COMMERCIAL  PAPER  (i/22) 

133.3 

133.0 

-8. 

Sources:  Federal  Reserve  Board  (in  billions,  except  for  f 
two-week  period  in  millions) 

ee  reserves, 

f/h\ch  ore  expressed  for 

MONEY  MARKET  RATES 

Latest 
week 

Week 
ago 

Yes 
09 

FEDERAL  FUNDS  (2/4) 

3  83% 

4.00% 

6.32° 

PRIME  (2/5) 

6.50 

6.50 

9.29 

COMMERCIAL  PAPER  3-MONTH  (2/4) 

4.09 

4.10 

6.44 

CERTIFICATES  OF  DEPOSIT  3-MONTH  (2/5) 

4.03 

4.03 

6.45 

EURODOLLAR  3-MONTH  (2/i) 

4.08 

4.08 

6.98 

Hi 


Sources:  Federal  Reserve  Board,  First  Boston 


#Row  data  in  rhe  production  indicators  ore  secsonolly  adjusted  in  computing  the  BW  index  (chort);  other  components  (estimated  and  not  listed)  include  machinery  and  defense  equipmen, 
1  =Wes(ern  Wood  Products  Assn.     2^Southern  Forest  Products  Assn      3^Free  morketvolue     NA=Not  available     r  =  revised     NM^Not  meaningful 
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What  Could^u 
Possibly  Get  Wltli 
QneCaE? 


Now,  one  call  can  answer  all  of  your  data 
inmunications  questions,  and  quite 
)ssibly,  whisk  you  away  to  Hawaii. 
?cause  now,  one  call  to  the  number 
?low  introduces  you  to  an 
ithorized  Data  Representative  for 
icific  BeU...  your  local  One-Call 
;tworking  connection  for 
erything  from  local  area  networks  to 
Lcific  Bell's  digital  transport  services. 

That  same  call  also  enters  you  in 
IT  One-Call  Sweepstakes  drawing  for  an 


Empire  Tours  Hawaiian  holiday  week  for  two 
and  $1000.  And  it  might  instantly  get  you 
a  Beach  Bonanza  Kit,  Kona 
Coffee,  Macadamia  nuts 
or  any  of  over  300  Empir^^urs 
instant  winner  prizes.  tSSSSSSt 

So  if  you  need  an 
easy  way  to  solve  networking 
problems  and  covild  use  a  little  R&R 
in  Hawaii,  relax.  Make  one  call  and 
consider  it  done. 


stems 
egration 
tween  locations. 


HIGH 

CAPMY 

SERVICE 


Just  right  for  businesses 
that  require  more  bandwidth. 


Pacific  Bell's  flexible 
network  solution. 

A    M     m    E  M 


w 


Your  iiflwiiik 

specialists,  local  or  wide  area. 


Representatives 
certified  to 
Pacific  Bell's 
rigorous 
quality 
standards. 


Local  representatives 
who  understand  your 
data  needs. 


1  800  400-427V  Ext.  801 
Qae-CaU  Commmiicatioiis 

ICIAL  RULES  L  MOW  TO  ENTER- Call  1*004004277  heliirr  Aprvl  1, 1992,  to  enler  One  call  per  person,  please  2.  "PRIZES  Tnp  (or  Iwo  lo  Hawaii  ihtouyh  Empire  Tours,  San  Francisto.  CA  / 
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remember  the  last  time  you 
Were  stuck  in  a  small  seat  with  a 
tray  full  of  food  you  hated? 


YOU  VC^'RE  MISERABLE.  Strapped  into  a  tight  seat  tor  what  seemed  like 
hours,  expected  to  swallow  something  you  |ust  knew  was  bad.  It  was 
enough  to  put  practically  anyone  out  of  sorts.  And  the  worst  part  of  it 
is,  this  wasn't  some  childhood  memory  It  was  \our  last  business  trip. 


We  spend 
more  money  per 
passenger  on  food 

Unless   ou  flew  Alaska  Airlines.  We  think  dining  should  be  than  any  major  US 

airline.  Mature  of 
us,  wouldn't 


an  occasion  of  pleasure,  not  pain. 
We  offer  an  extremely  savory  menu 
of  flavorful  regional  dishes. 

We  frequently  serve  fresh  Pacific 


Northwest  salmon  and  only  use 
Choice  grade  beef.  We  always  offer 
complimentary  local  wines.  And 
because  we  cook  most  dishes  on  the 
spot,  in  kitchens  throughout  our 
service  area,  we  use  more  fresh 
ingredients 
than  other 
airlines  generally  do. 

On  top  of  that,  we  give  you,  on 
average,  a  couple  of  inches  more 
legroom  than  any  major  U.S.  airline. 

And  since  we're  consistently 
voted  the  best  U.S.  airline  by  Conde 
\dst  Traveler  readers,  we  are 
evidently  not  alone  m  thinking  that 
at  mealtime,  you  deserve  better.  ' 
To  find  out  how  pleasant  an 
airline  meal  can  actually  be,  jusij 
contact  your  travel  agent 
or  .\laska  .Airlines  toll-free' 
at  1-800-426-0333.  i 


BUSINESS  ISNTAU 

THAT  THRIVES 
N  FAIRFAX  COUNTY. 


When  you  move  your  company 
Fairfax  County;  there's  an  enor- 
ous  return  on  investment  you  won't 
■e  in  the  annual  report 

But  youll  hear  about  it  ever\' 
ght  from  your  famih'.  Your  children 
ill  flourish  here. 

Public  schools  here  are  among 
le  nation's  best.  Equipment  and 
cilities  are  the  latest,  and  a  signifi- 
mt  percentage  of  teachers  hold 
ivanced  degrees. 

Little  wonder,  then,  that  more 
lan  90''  of  high  school  students 
1  the  Fairfax  Count>'  system  go 


on  to  some  form  of  higher  education. 

Children  get  as  much  out  of  life 
after  school  as  during,  with  31,000 
acres  of  parks  in  which  to  play  And 
with  the  museums  and  concert  halls 
of  Washington,  D.C.  minutes  away, 
they'll  grow  up  knov^ing  there's 
more  to  life  than  \ideo  games  and 
Saturday  morning  cartoons. 

For  more  information  about  the 
wonders  of  childhood  and  adulthood 
in  Fairfex  Count\',  send  us  the  coupon. 

\Miat  the  Count\'  does  for 
your  kids  will  make  you  feel  like 
one  vourself. 


FAIRFAXCOUNTY, 
VIRGINIA 

Please  send  me  more  information  on  the  business 
advantages  of  Fairfax  County. 


Name  

Title  

Company  

Address  

City  State_ 

Phone  


_Zip_ 


Fairfax  Coimty  Economic  Devejopment  Authority, 
8300  Boone  Boulevard,  Suite  450.  Vienna,  Virginia  22182 
Telephone  f703)  790-0600.  Fax  (703;  893-1269. 
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NOW 
DISAPPEARING 

AT  A 
LOCATION 
NEAR  YOU. 


TTiese  sea  otters  were  once  on  the  brink  of 
extinction.  They  are  doing  better  now,  but 
hundreds  of  other  species  are  in  trouble. 

Since  1951,  The  Nature  Consen'ancy  has 
protected  millions  of  acres  of  habitat  for 
threatened  species  in  all  50  states.  And  in  a 
novel  way  — we've  bought  it. 

A  good  job  .  .  .  but  not  good  enough.  Time 
is  running  out.  WTiole  species  are  vanishing 
every  day. 

So  join  us.  Write  The  Nature  Conser\-ancv, 
Box  CD002 1 ,  1 8 1 5  N.  Lvnn  Street, 
Arlington,  \A  22209.  Or' call  1-800-628-6860. 


Qonsewatim  Through  Private  Action 


Onginai  concept  courtes>-  of  Levels  &  Partners,  San  Francisco 


GLOBE'92 
IS  the  only  fully 
integrated  conference 
md  trade  fair  promoting 
practical  solutions  to  resolve 
the  conflict  between  a  healthy 
environment  and  a  thriving 
economy. 

At  this  international 
meeting  and  marketplace, 
you  will  come  face  to  face 
with  the  people  and  products 
at  the  leading  edge  of 
sustainable  development  and 
environmental  management 
from  around  the  world. 

GLOBE'92  offers  participants 
substantial  benefits: 

At  the  Conference: 

•  network  with  influential  decision- 
makers from  around  the  world. 

•  participate  in  the  shaping  of  policy 
and  decisions  leading  to  change. 

•  learn  how  to  develop  corporate 
strategies  to  meet  environmental 
challenges. 

idy  leading-edge  technological 
tions  and  processes  at  work. 


At  the  Trade  Fair: 

•  see  more  than  700 
international  exhibits,  show 
casing  the  latest  products, 
services  and  technologies  from  all 
environmental  management  sectors. 

•  attend  technology  demonstrations 
■and  product  application  seminars. 

•  utilize  an  international  business 
centre,  a  business  dating  service 
and  extensive  product/exhibitor 
information  systems. 

Who  will  be  at  GLOBE'92? 

•  participants  from  80  countries 
representing  business,  government, 
industry,  environmental  groups  and 
international  organizations. 

•  350  conference  speakers,  including 
Frank  Popoff,  President  &  CEO  of 
The  Dow  Chemical  Company  and 
Sir  Shridath  Ramphal,  President  of 
the  International  Union  for  the 
Conservation  of  Nature. 

•  700  trade  fair  exhibitors  from 
over  20  countries,  featuring  16 
national  pavilions. 


So  for  down-to-earth  solutions  and 
exciting  opportunities  for  business 
and  the  environment  -  be  sure  to 
attend  GLOBE'92. 

WMPBai  W|«f#wf  lUffllllVal  www 

Business  and  Hie  Environment 

Honorary  Patron: 
The  Honorable  Gro  Harlem 
Brundtland  Prime  Minister  of  Norway 
and  Chair  of  the  World  Commission  on 
Environment  aftd  Development 


GLOBE'92^ 

GLOBE'92 

Suite  601,  535  Thurlovv  Street, 
Vancouver,  British  Columbia 
Canada  V6E  3L6 


Don't  Miss  It!  For  More  Information  Fax  Today:  (604)666-8123 
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HOW  TO  COMPETE  WITH 

THE  JAPANESE— AND  WIN  

Corporate  Japan  is  good  at  smolce  and 
mirrors.  Recent  criticism  of  Ameri- 
can workers  by  various  Japanese  offi- 
cials is  just  another  part  of  the  decades- 
old  shell  game  the  Japanese  have  been 
playing  with  the  U.  S.  ("Learning  from 
Japan,"  Cover  Story,  Jan.  27).  They 
claim  Americans  are  lazy.  They  say  our 
cars  are  inferior — the  steering  wheel  is 
on  the  wrong  side. 

This  public  relations  trickery  is  a  cal- 
culated effort  by  Corporate  Japan  to  di- 
vert attention  from  the  real  issue:  Ja- 
pan's government-sponsored  cartels, 
known  as  "keiretsu."  Unfortunately, 
BI'SIXESS  WF.EK  has  fallen  for  Japan's 
gimmickry,  arguing  that 
America  should  copy-cat 
the  keiretsu  system  to  re- 
gain its  edge  in  the  global 
economy.  What  the  maga- 
zine overlooks  is  the  dark 
side  of  these  modern-day 
cartels. 

The  rewards  of  the 
keiretsu  are  great — for 
those  Japanese  business- 
men fortunate  enough  to 
sit  in  the  gabled  board- 
rooms of  Tokyo.  The  real- 
ity for  most  Japanese  in- 
dividuals, however,  is 
something  totally  different. 

In  Japan,  there  are  no  such  things  as 
shareholder  rights,  consumer  rights,  or 
worker  rights.  There  is  no  way,  if  you 
are  a  young  Japanese  individual,  to  start 
a  business  of  your  own — except  perhaps 
for  a  hot  dog  stand.  The  keiretsu  sys- 
tem is  more  akin  to  corporate  commu- 
nism than  capitalism. 

Corporate  Japan,  however  profitable  it 
may  be,  is  not  necessarily  smarter,  more 
agile,  and  more  efficient  than  Corporate 
America.  It  is  simply  based  on  business 
practices  that  America  rejected  almost  a 
century  ago  when  we  outlawed  monopo- 
lies and  cartels.  Nobody  ever  said  those 
practices  didn't  work — the  question  was, 
work  for  whom  and  at  what  cost? 

That's  why  a  call  for  keiretsu-like  tac- 
tics at  home  is  wrong.  Indeed,  proposing 
that  the  \J.  S.  mimic  Japan's  cartels  as  a 
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solution  to  our  economic  ills  is,  in  t 
sence,  a  call  for  the  displacement 
competition.  Even  some  Japanese  bu;- 
ness  leaders  are  beginning  to  recogni  - 
the  flaws  of  the  keiretsu  system.  Ak. 
Morita,  chairman  of  Sony  Corp.,  'a- 
knowledged  recently  that  Japan  muj 
pay  its  workers  more,  raise  profit  mt 
gins,  and  adopt  the  same  rules  of  comp- 
tition  followed  in  Europe  and  the  U.  S 
"Japan  is  in  desperate  need  of  a  nd 
philosophy  of  management,"  he  sai 
adding  that  Japan  "must  reinvent  itst' 
to  blend  with  the  prevailing  attitud. 
and  practices  of  international  business 
I  couldn't  agree  more. 

We  won't  find  the  answers  to  o- 
trade  deficits  and  unemployment  figur; 
in  the  Far  East.  We  do  not  need  i 
change  capitalism  to  make  it  work. 

In  fact,  it  is  the  fre- 
market  system  that  wl 
ultimately  save  us,  a  s\- 
tern  grounded  in  the  lim- 
less  spirit  of  opportui- 
ty — a  spirit  that  wi 
never  exist  in  the  land  ' 
the  keiretsu. 

Boone  Pickei 
Preside; 
Boone  C. 
Dalh 


nur  article  places  v- 
tually  all  of  il: 
blame  for  American  c(- 
porations'  failing  to  adopt  keiretr 
methods  on  the  companies  themselves  * 
on  their  "culture,"  conveniently  ignorii; 
the  deleterious  effect  of  governmei. 
The  simple  fact  of  the  matter  is  that  t ; 
Federal  Trade  Commission  and  the  Ji- 
tice  Dept.'s  Antitrust  Div.,  not  to  mt- 
tion  numerous  private  litigants  and  sta. 
agencies,  have,  for  a  period  extendii; 
from  the  Truman  Administration  to  I; 
present,  imaginatively  stretched  the  an- 
trust  laws  to  attack  many  of  the  vertid 
and  horizontal  collaborative  practices  ( - 
scribed  in  the  otherwise  excellent  ijie(. 
Not  too  many  years  ago,  the  trustlni:- 
ers  sought  to  virtually  dismantle  li;. 
No  wonder  American  companies  ha: 
not  undertaken  the  practices  that  V'l 
commend:  They  would  have  invited  si! 
more  litigation  to  the  already  massi; 
volume  with  which  thev  must  deal. 
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J^^ro  reasons  to  choose  the  Quiet  Company. 


1.  ^ur  daughter. 
2.  The  superior  financial  strength  of  Northwestern  Mutual  Life. 

A^rthwestem  Mutual  Life  has  always  received  the  highest  possible  ratings 
for  financial  strength  from  Moody's,  Standard  &  Poor's,  A.M.  Best  and 
Duff  &  Phelps.  They  have  consistently  been  ranked  "the  most  financially 
sound  life  insurance  company"  in  an  annual  Fortune  magazine  study. 

The  more  reasons  you  have  for  wanting  the  most  secure  life  insurance, 
the  better  the  Quiet  Company  sounds. 

Nprthw^stern 
MutualLite' 

The  Quiet  Coriipany® 

Northwestern  Alutiuil  Life  if  a  sponsor  of  the  CBS  hroadciut  of  the  1992  W^ijiter  Olympics. 

©  1992  The  Northwestern  Mutual  Life  Insurance  Company.  Milwaukee,  Wisconsin.  Reprinted  by  permission  of  Moody's.  Standard  &  Poor's,  A.M.  Best,  Dulf  &  Phelps  and  Fortune. 


corporate  jet 

It  appears  that  the  company  mail  cart  has  quietly 
become  a  vehicle  of  runaway  abuse. 

TheWall  Street  Journal  has  reported  that  30%  of 
all  packages  currently  marked  "rush"  needn't  be. 

Last  year,  that  impulse  to  "overnight  it"  needlessly 
cost  American  businesses  over  three  billion  dollars. 

No  one  is  more  alarmed  by  this  inefficiency  than 
UPS,  because  no  one  is  more  qualified  to  prevent  it. 

After  alljWe  offer  the  most  comprehensive  array  of 
cost-effective,  time-definite  shipping  options.  Including 
ground  delivery  two-day  air,  international  air  and  over- 
night air  delivery  Monday  through  Saturday 

And  for  those  shipments  that  are  truly  "urgentf 
"rush  "or  "overnight "  UPS  Next  Day  Air  guarantees 
delivery  before  10-30  a.m!  And  does  it  in  such  an  efficient 
manner  we  can  deliver  your  package  for  up  to  40%  less 
than  any  other  overnight  delivery  company 

If  that  appeals  to  you,  call  UPS.  Every  package  is  a 
"priority"tous.NX^simplydon't  price  them  that  way 
We  run  the  tightest  ship  in  the  shipping  business!  IMP^ 


Top-ranked  funds 
for  your  IRA. 

If  solid  growth  over  lime  is  what  you  want  in  an  IRA.  open  or  transfer 
your  IRA  to  Twentieth  Centur\'  Investors.  Two  of  our  funds.  Growth 
Investors  and  Select  Investors,  are  ranked  ^1  and  #3  out  of  315 
mutual  funds  in  the  countn-  for  their  20-year  performance  ending 
December  31.  1991.*  And  here's  another  plus — no  sales  fees  or 
commissions.  Call  us  for  a  free  prospectus  with  more  complete 
information  about  Twentieth  Centur\-.  including  charges  and 
expenses.  Please  read  the  prospectus  carefully  before  investing. 

Call  for  vour  free  IRA.  information  kit: 

1-800-345-2021 

"  Ranked  by  Upper  Analytical  Services.  Inc..  a  leading  independent 
mutual  ftir.d  ranking  senice.  Data  quoted  represents  past  perform- 
ance. Investment  return  and  principal  value  udll  fluctuate .  and 
redemption  value  may  be  more  or  less  than  original  cost. 

P.O.  Box  4192f/J.  Kansas  Cit\-.  MO  64141-6: 


No-Load  Family  of  Funds 
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HOTELS 


ERA  AT1<).\S  A.VD  INFOR.MATION 

:^A.  800-542-8686 

New  ^  6i1i:  2f?-g89-5928  \ms  Angeles  213^>89-4800 

(Shin  Yoko^^^^rrincc  Hold  Opening  in  March.  1992). 


In  Japan,  We  Built  Our  Name  on  Quality 

Banking  Service. 

We're  Changing  Our  Name  But  Not  Our  Service. 

On  April  1.  1992.  Mitsui  Taiyo  Kobe  Bank  sprouts  a  Toda\  we're  growing  faster  ttian  ever.  With  new  pro- 
new  name — Sakura  Bank.  One  of  Japan's  most  enduring  duels,  innovative  services,  and  a  sophisticated  world- 
symbols,  the  sakura  cherry  blossom  represents  growth  wide  banking  network.  If  you're  looking  for  a  bank  to 
and  prosperity.  Appropriate,  then,  for  a  global  fmancial  grow  with,  blossom  with  us. 
institution  with  an  extraordinary  history  of  helping 


customers  grow  and  prosper 


V...  '■■^c  'o. 


Seeds  of  success 

Our  skilled  financial 
experts  are  trained  to 
spot  new  opportunities 
and  take  a  creative 
approach  to  your 
business  needs.  With 
one  of  the  world's 
largest  banks  behind 
them  (we're  No.  3  in  total 
assets ).  they  have  the 
resources  to  respond  — 
whatever  your  request. 


^^^^ 


Fresh  ideas  are  blooming 

nnovation.  we  believe,  is  key  to 
helping  customers  achieve  their 
strategic  goals.  That's  why  we 
offer  advanced  financial 
products  and  customer-specific 
services.  And  why  we've 
become  a  leader  in  corporate 
and  commercial  banking,  with 
more  bond  issues  and  successful 
.M&A  transactions  than  any 
other  Japanese  financial 
institution. 


Strong  roots  for  new  growth 

Dating  to  1683,  our  heritage  is  synonymous  with  the  very 
origins  of  Japan's  banking  system.  The  wisdom  of 
experience,  as  we  see  it.  could  just  be  the  rea.son  some  of  our 
customers  have  grown  to  become  the  best-known  and  most 
successful  companies  in  the  world. 

Blossoming  as  Sakura  Bank  on  April  1, 1992. 

MITSUI  TAIYO  KOBE  BANK 


\mericas  Division  ?50  Pari.  .A 

Europe.  Siiddle  East  and  AfmaDirimn  Grojr.c:  anc  \<  FKx>:.  6  Broadgaie.  Lr>nd(>n  EC2M  2RQ.  Lnited  Kingdrm  Tel.     ;  63)i-3; 
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Their  Point  Sizes. 


XoVi  Could  B 
Printer.  But 


EPSON; 


■ 

— .-^  "  Certainly  not  when  the 
^  new  Epson®  LQ-57(J,  LQ-1070, 
ActionPrinter™  5000  and  ActionPiinter  5500  offer 
such  sizeable  advantages. 

All  four  feature  ESC/P27a  breakthrough 
printer  conuol  system  tliat,  for  the  first  time,  brings 
scalable  fonts  to  dot  matrix  printing.  So  now,  as 
you've  probably  noticed,  you  can  have  a  real  choice 
of  type  sizes,  instead  of  tlie  usual  two  or  tliree.  Plus 
a  level  of  freedom  in  handling  type  that  other  dot  matrix  sharper,  more  accurate,  more  sophisticated  text  and  graphics 
printers  can  only  dream  of.  On  top  of  that,  you'll  enjoy     Advant^es  that  previously  were  only  available  fr  om  lasers, 


!maj;es  above  .iic  .u  "u,d  si/c.  dol  matrix  pniiler  outpiil-  " Their  Ponil  Si/cs"  were  (akiil.iied  Irom  slaiid<iid,  (ornpressed  and  doiihle-hij;h  pilch  sia-s  ,\II  lompaiiv  aiid/or  product  iiaiiu-s  arc  trademarks  aild/o 
registered  trademarks  „|  their  respet  live  maiiiifat  liirerv  01991  Epson  .America.  Iiu ,.  2(l77(l  Madrona  Ave./I  orraiitc.  CA  91)509,  For  dealer  refeiral,  tall  800-BUY-EPSONfKO()-'2S9-3776t-  In  Canada,  fall(416)88I-9955 
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Our  Point  Sizes. 


ther  Dot  Matrix 
Not  Much  R)int. 

What's  more,  these  new  printers  are  as  adept  with 
per  as  they  are  with  type.  They  can  put  up  to  four 
Terent  kinds  of  paper  at  your  fingertips  at  once,  feed  up 
200  sheets  automatically,  and,  with  Epson  SmartPark™ 
per  handling,  let  you  easily  switch  from  one  paper  t\pe 
another. 

Additional  strong  points  include  a  2-vear  limited 


warrantv.  The  support  of  our  helpful  toll-free  800  number 
And,  of  course,  legendary  Epson 
reliability. 

So  you  could  buy  another 
printer.  But  before  you  do,  \isit  your 
nearby  Epson  Dealer,  or  call  800-289-3776. 

It  will  make  anvthing  else  seem,  well,  poindess. 


''Jbday,  small-company  stocks 
make  sense  to  me . . .  especially 
with  this  fund!' 

If  you  share  the  behef  that  emerging  growth  stocks  will 
continue  to  perform  well,  consider  investing  in  Scudder 
Development  Fund.  The  Fund  searches  for  small  com- 
panies with  solid  fundamentals  and  seeks  to  invest  m 
A         them  before  they're  \\-idely  discovered  by  the  mar- 
W'ii,        ket.  If  you're  an  aggressive,  long-term  investor 
who  can  accept  above-average  risk,  this 
Fund  can  offer  you  substantial 
growth  potential.  Call  for  a 
free  information  kit  todav. 


Scudder 

Dewlopment  Fund 
1-800-225-2470  ..2261 

SCUDDER 

America  i  First 
Famih  of  \o-Load  Funds 


Contact  Scudder  Investors  Ser\"ices,  Inc.,  Distributor,  tor  the  Fund's  prospectus,  which  con- 
tains more  complete  information  about  management  fees  and  other  expenses.  Please  read  it 
carefullv  before  vou  invest  or  send  monev. 
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You  just  separated  your  trash. 


Recycling 

is  easy,  isn't  it? 

In  fact. 
It  s  one  of 
the  easiest  ways 
you  oersonally 

thie  world 
-  .rw-z'  ^,ace. 


If  you'o 
like  to  know  more, 
send  a 
postcard  to 
the  Environmental 
Defense  Fund-Recycling. 
257  Park  Ave.  South. 
NY.  NY.  10010. 


You  will  find 
taking  the  first 
step  tov/ard 
recycling 
can  be  as  easy 
in  practice 
as  it  is 
here  on  paper 


built,  yei  it  iuid  ihe  quality  and  iviiai.. 
ity  of  a  '62  Fiat.  After  dishing  out  ov( 
Sl.OOO  a  year  in  repaii's  for  2V2  yeai-s. 
finally  threw  in  the  towel  and  sold  it. 

Ron  Liebei-sc 
Scottsdale.  Ari 

INDONESIANS  ARE  CRAZY  ABOUT 
AMERICA— BUT  NOT  ITS  CARS 

The  articles  "The  Asia  America  is  I 
noring"  (Editorials.  Jan.  20)  £ 
"When  will  Bush  stop  thinking  small 
Japan'?'"  (Top  of  the  News.  Jan.  20l  wei 
right  on  target.  We  were  ovenvhelm( 
on  a  visit  to  Indonesia  by  the  dominan- 
of  Japanese  vehicles  on  the  overcrowdt 
highways  m  that  countiy  and  the  lack  ( 
representation  by  the  U.  S. 

We  found  the  people  in  Indonesia 
be  fascinated  with  America  and  veiy  c 
rious  about  all  aspects  of  oui-  lives.  It 
American  music  you  hear  even"\vher 
American  clothes  are  worn  by  even  on 
and  schoolchildren  stop  you  on  the  stre 
to  practice  their  English.  An  ambition  1 
almost  eveiyone  we  spoke  to  was  to  vis 
America,  particularly  California.  Wh 
then,  would  they  not  want  our  cars'? 

William  and  Beverlv  Websti 
Bakei-sfield.  Cal 


NEEDED:  MORE  PLAIN  VANILLA' 
PRODUCERS  AND  ENGINEERS 


>\v  that  our  best  human  capital- 
Ithe  pick  of  the  baby-boom  crot 
trained  for  exotic  megati'ends.  not  plai 
vanilla  production  and  engineering  10 
Japan's,  we  are  laggards  in  the  glob 
trade  mai-athon  (■'\Mien  will  Bush  st( 
thmking  small  on  Japan?,"'  Top  of  tl 
News.  Jan.  20). 

Hemy  Fog 
Lexington.  Mas 

DON'T  WRITE  OFF 
KEVIN  COSTNER,  PLEASE 


■ see  in  the  article  "The  ins  and  outs 
•92"  (Top  of  the  News,  Jan.  20)  th 
BUSIXESS  WEEK  declared  Ke\Tn  Costn 
"out""  and  Nick  Xolte  "in.""  I  missed  t 
excitement,  whatever  it  was.  abo 
Xolte.  But  with  JFK.  Costner  is  right 
the  center  of  U.  S.  consciousness  in  19J 
He  is  doing  work  that  U.  S.  Foundii 
Fathei-s  would  applaud,  asking  us 
question  an  all-too-cozy  relationship  t 
tween  government  and  militaiy. 

Early  Sorenst 
Cleanvater.  Fj 


RECYCLE 

It's  the  everyday  way  to  save  the  world 


Letters  to  the  Editor  should  be  sent  to  Read 
Report,  Business  Week,  1221  Avenue  of  the  Amt 
cos.  New  York,  N.  Y.  10020.  Fax:  (212)  512-44< 
Telex:  12-7960,  Intl.  4998204.  All  letters  must 
elude  an  address  and  daytime  and  evening  te 
phone  numbers.  We  reserve  the  right  to  edit  left! 
for  clarity  and  space. 


ON  OUR  DAILY  NONSTOP  MEGATOP  747  TO  HONG  KONG 


WE'VE  NEVER  FORGOHEN  THE  LiniE  THINGS. 


It  might  be  an  extra  pillow.  Or  the  up-to-date  reading  material  that  you'll  find  on  every  flight.  Maybe  it  s 
the  Independent  Television  News  beamed  daily  via  satellite  from  London.  All  little  things.  But  on  our  daily 
nonstop  Megatop  '  747  from  San  Francisco  to  Hong  Kong,  we've  never  forgotten  how  important  those  little 

A  great  way  to  Hv 

things  can  be.  En  route,  enjoy  inflight  service  even  other  airlines  talk  about.  SinGAPORE  AIRLIHES 


THE  OVERWORKED  AMERICAN:  THE  UNEXPECTED  DECLINE  OF  LEISURE 

By  Juliet  B.  Schor 
Basic  •  247pp  •  $21 


WE  WORK  HARDER 
FOR  THE  MONEY 


Anew  desire  for  time  off  is  abroad 
in  the  land.  A  recent  Gallup  poll 
found  that  a  majority  of  workers 
would  favor  longer  vacations  over  pen- 
sion plans,  company  cars,  even  annual 
bonuses.  Despite  the  recessionary  spec- 
ter of  lost  jobs  and  frozen  wages,  lei- 
sure— not  money — is  today's  power  com- 
modity, according  to  the  sociologists, 
market  researchers,  and  other  pundits 
paid  to  know  these  things.  If  the  ethos 
of  the  1980s  was  to  achieve  and  acquire 
at  all  costs,  they  say,  in  the  1990s,  peo- 
ple would  rather  relax. 

If  so,  that  desire  is  colliding  with  reali- 
ty: U.  S.  workers  are  actually  spending 
more  hours  on  the  job,  says  Juliet  B. 
Schor  in  The  Overworked  American. 
Despite  all  our  high-tech  time-savers,  we 
enjoy  less  leisure  today  than  20  years 
ago — the  reversal  of  a  century-long 


trend  toward  a  shorter  workday.  Other 
writers  have  sounded  the  theme  of  an 
increasingly  harried  population — and 
some  have  disputed  it.  But  Schor,  a  Har- 
vard economics  professor,  backs  it  up  in 
effectively  empirical — and  alarming — 
terms.  Solid  reasoning  and  thorough 
numbers-crunching  mark  her  work. 

Schor's  research  encompasses  pat- 
terns in  both  housework  and  paid  work 
among  employees  from  all  sectors  over 
the  past  two  decades.  Her  findings:  The 
average  American  now  works  164  more 
hours  per  year  than  20  years  ago — the 
equivalent  of  an  additional  month.  The 
typical  American  works  47  hours  a 
week,  and  if  current  trends  continue,  in 
20  years  "the  average  person  would  be 
on  the  job  60  hours  a  week — for  an  an- 
nual total  of  3,000  hours  a  year." 

Schor's  statistical  analysis,  which 


comes  early,  is  heavy  going  for  nonecot 
omists.  But  bear  with  it:  The  Ore 
worked  American  becomes  a  fascma 
ing  blend  of  social  observation 
economic  theory  as   it  discusses  tl\_ 
causes  of  the  work  crunch.  One  culprit 
technology,  which  by  shrinking  the  tin 
needed  to  do  work  has  increased  expe 
tations.  Automatic  washing  machine 
vacuum  cleaners,  and  similar  device 
have  created  spic-and-span  standards  u 
known  to  housewives  of  earlier  eras.  0 
the  office  front,  technological  a( 
vances — modems,  laptops,  faxes,  celluli 
phones,  and  voice  mail — have  all  bi 
erased  the  boundaries  around  work.  It 
now  possible,  and  thus  increasingly  e 
pected,  for  employees  to  be  accessib 
and  productive  any  hour,  any  day. 

But  the  work  crunch's  fundament 
causes,  Schor  asserts,  lie  at  the  heart 
capitalism.  Employers  prefer  to  ha\ 
people  work  long  hours,  she  charge 
because  it  costs  less  to  work  a  few  pe 
pie  longer,  even  if  they  earn  overtim 
than  to  have  shorter  hours  for  more  pe 
pie,  all  of  whom  receive  benefits, 
keeping  unemployment  high,  this  pa 
tern  also  holds  down  wages. 

In  this  century,  the  workday  shrar 
considerably  thanks  to  social  legislatic 


MONTKRRKY      NtWORLtANS      N  E  W  Y  O  R  K      O  R  A  N  G  K  CO  U  N  T  Y      ORLANUO      OTTAWA      R  H  O  E  N  I  X      P  1 TTS  B  U  R  C  K      P  U  E  RTO  VA  L  t.  A  RTA      PUSAN  RANCHOW 


KANSAS  CITY       r\l\PA       I  N  [  J  I  A  N  A  PO  I,  I  S      H  O  U  ST  O  N       H  I  LT<  J  N  H  E  A  I J  1  S  1,  A  N  D      H  A  M  B  U  R  C      G  U  AT  K  M  A  I,  A  C  1  T  Y      GUADALAJARA  KORTI.AUDEf 


union  efforts;  after 
•Id  War  II,  "employ- 
natural  inclination  to 
1  up  hours  was  kept 
;heck  by  prosperity." 
two  trends  in  the  past 
/ears  revived  the  old 
lagement  itch.  One  is 
decline  of  manufac- 
;ig  jobs  with  defined 
kdays  and  the  rise  of 
ried  workers  who  can 
Tiade  to  work  longer 
rs  at  no  extra  cost, 
second  is  tough  eco- 
ic  times  and  the  con- 
aent  downsizings  in 
;h  companies  stretch 
loyees  further.  More- 
•,  the  decline  in  real 
es  in  the  past  decade  means  some 
)le  must  take  second  jobs, 
t  times,  one  wonders  if  Schor's  point 
dmply  that  overwork  is  an  evil 
ught  by  management.  But  she  also 
les  materialistic  employees.  In  the 
Is  and  1960s,  labor  unions  gave  up 
ands  for  shorter  hours  in  favor  of 
?fits  and  pay  raises.  This  "Faustian 
^ain  of  time  for  money,"  according 
chor,  has  created  an  insidious  cycle 
vork  and  spend,  as  people  "increas- 
y  look  to  consumption  to  give  satis- 


m  f  tough  times  and 
technological  trends 
continue,  in  20  years 
the  average  workweek 
wMl.MAO.kQms.  . ... 
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JIIUETB.SCHOR 


faction,  even  meaning,  to  their  lives." 

The  work  crunch  has  exacted  a  terri- 
ble toll,  writes  Schor,  including  a  lack  of 
sleep,  the  rise  of  stress  and  stress-relat- 
ed ills,  and  the  neglect  of  children.  Wom- 
en, she  finds,  are  more  overworked  than 
men.  As  women  enter  paid  labor,  they 
substitute  commercial  services  for  some 
domestic  labor,  she  notes,  and  men  do 
more  housework  than  in  the  past.  Even 
so,  women  now  work  IVi  more  weeks  a 
year  than  they  did  20  years  ago. 

How  to  reclaim  our  lost  leisure? 


Schor's  main  solution 
would  be  to  give  white- 
collar  workers  a  defined 
workday  and  pay  them 
overtime.  "What  a  firm 
now  receives  courtesy  of 
its  salaried  work  force  it 
should  have  to  pay  for," 
she  declares.  Overtime 
needn't  be  paid  in  dollars; 
it  could  be  in  comp  time — 
extra  hours  or  days  off.  A 
portion  of  raises  could  be 
given  as  longer  vacations. 

Working  less  won't 
hurt  productivity,  Schor 
asserts.  "The  vast  major- 
ity of  America's  competi- 
tors work  far  less  than 
we  do. . . .  The  West  Euro- 
peans have  managed  to  maintain  their 
standard  of  living,  cutting  neither  wages 
nor  time  off."  Studies  show  that  shorter 
hours  often  increase  workers'  efficiency, 
she  writes,  but  employers  resist  such 
findings  because  of  "inertia,  skepticism, 
fear  of  the  unknown  and  a  climate  of 
conservatism." 

Schor  says  corporations  will  balk  at 
her  proposals,  and  she's  probably  right: 
Historically,  employers  have  protested 
they  can't  afford  reforms,  from  child- 
labor  laws  to  the  eight-hour  day.  But  I 


VNtlRO    .  SALTILLO      SAN  FRANCISCO      SAN  SALVADOR      SAO  PAULO      SEATTLE      SEOUL      SHANGHAI      SINGAPORE      TAIWAN      TiKAL      TOKYO  . 


YET 


A     H  H 


H     H  H 


what  makes  the  luxury  of  our  hotels  a  real  value  is  the  bone-deep  comtort  thats  built 


into  every  guestroom,  right  down  to  the  pillows  on  the  bed.  These  perfect  concoctions 
of  goose  down  and  feathers  are  so  famous,  guests  have  been  known  to  special-order 


them  for  use  in  their  own  homes.  For  reservations  at  a  Westin,  Caesar  Park  or 


Camino  Real,  call  your  travel  consultant  or  800-228-3000. 
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EDMONTON      DETROIT      DENVER      DALLAS      CINCINNATI      CHICAGO      CENTURY  CITY      CANCUN      CALGARY      BOSTON      ATLANTA      ACAPUI.CO  ■ 


PORTRAIT  OF  A  QUITTER 


'J^' BASEL 

»2LJ5<  Pharmaceuticals 

DivisKXi  of  CIBA-GEIGY  Corporator 
Summit,  New  Jersey  07901 


If  YOU 


A, 


.bout  six  years  ago,  1  decided  to  stop  smoking.  So  I  tried  cold 
turkey.  It  seemed  to  work  for  a  while.  But  within  three  months,  my 
wife  caught  me  sneaking  cigarettes  out  the  bathroom  window. 


QUITE  FRANKLY,  I  NEVER 
THOUGHT  I  COULD 
REALLY  GLVE  UP  SMOKING. 


Then,  my  doctor  suggested  a  new  approach  that  included 
the  Habitrol™  (nicotine)  patch.  Habitrol  is  a  skin  patch.  When  used 
as  part  of  a  comprehensive  smoking  cessation  program,  it  has  been 
clinically  proven  to  significantly  increase  the  chances  of  quitting  by 
relieving  the  craving  for  nicotine. 

In  addition  to  the  smoking  cessation  program,  I  was  given  a 
free  kit.  The  kit  includes  tips  on  getting  through  the  rough  times  and 
an  audio  tape  for  relaxation  and  motivation.  My  doctor  is  a  big  support 
as  well.  He  even  gave  me  a  list  of  support  groups  I  could  attend. 

Of  course,  Habitrol  won't  work  for  everyone.  Only  your 
doctor  can  determine  if  it's  right  for  you.  If  you're  pregnant  or  suffer 
from  any  serious  disease,  be  sure  to  tell  your  doctor.  The  most 
common  side  effect  is  skin  irritation. 

If  you're  really  determined  to  quit,  ask  your  doctor 
about  Habitrol  therapy.  Or  call  1 -SOO-YES-U-CAN,  for  more 
information,  today. 

If  you're  tired  of  quitting  and  failing,  this  could 
be  your  chance. 


W  YOU  CAN  HAVE  THE  POWER. 
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.ism.Tkinncassaiin  itiioaiarnir'tiifir  SBecit^caii,  oaiipras witn  coronarv  nea' 
cseas  'nisir^r.  ci  mvccarrliai  mtaraion  ana/r  -  anom-i  oennris  serious  caiois 
a'mvinmii  r-  vasosoasi.e  diseases  IBuptppr  s  niseas;  fnnTmaa:  s  vanan;  ano- 
nv  snoiil.i  rt-  caretuik  si^reened  and  pwluaied  Bsinr--  nicotine  ."eoiacempni  15  ore 
sriiDe: 

la.-'ncarnii  kcii'iioii  r: asscciation  witn tne     rt :ianit:ri  ireaimsr'  wa.' 
fsonce ;  cccismnaii ,  "  serious  csiniovasciits:  svmotoTT.s  occi,'  *itn  tuniR 
rrparnipr,  ■  snouid  Be  discnntinueL 

■UDiir-  iraainipr'  snniild  ofnpiaii.  op:  B:' usea  r. aahpnis Ounnr.  in;-  rmmeo- 
3!-- r.'.; -m-.'C.v--ni:  intar.-iin  cpno;  Daiieniswil-spriousa'fvtnrrji.  anr 

0. 1!:enr      S"'.-"-'     v.:r-.=' n  .anoinjoeciori; 

Semtrlteam,-  lasrHtclaKr:''r:t  onarmaco«inei;cs  pi  n.cniin  ■  nave  nc 
!»?■  V        -    -  '  r  ■  I .  [iaia>nis  witn  renji  P'  neoai;,'  imoairmpn' 
tov.-  ■  n^  is  exipnsisp' .  nsaDnlis."  and  tnai  its  loi; :  S'.spr 

.■if--  'isf  -  tiiool  lit*.  son>=  intiusncs  pr  ISMI. "  imMirmsr' 

!t'c.  siaranciisnauldBeaniiaoa.'ec  Onivspxer-^fpsj 

imr.  -  .^d  In  altpcl  me  aeaianc-  ri  nicotine  P'  i|;  maaooiite- 

irnr  ■■  mini:*.  fnAARMACOLOG-  Pnami3covinei.ci 

S«*»cn».»fi/seMe£.-M30iririrf5aimpr' snouid  Be  used  wifi  caution  r 
rjiipn.:"-  v.ii"  -.[:-'■•■-"  ■nidisiT  one(}rn;n™ci/lonu p-  insuim-oeDenceni m- 
tiPIf- .  s.nf  n  riv  e  :,s;;S£s  tn-'  release  ri  calECnolaminestn'tneamenanneDi:' 

PttUc  Uetr  taasc:  u.zom'  ofls-;:;  Reaiino  n  cewic  uicf  ■  cisaas;  nwfetni;. 
euniirt  ire.-1-ner'  sna.inmused  v.r  cauiim  n  oatieniswir.  active  Beoli:.iiiCEi.- 
ano  nni  v  wnen  tne  Bsnetits  ci  inrjunma  n.cotine  reoiaceraent  in  2  sntOKina  csss.* 
lion  orooian',  ouivfPion  tn°  ask; 

ll  1 11)111  WllHUpBt— 1»:  Nicotine  constum^s  3  ns>  oac  tor  onrJoompr 

■  ■  T. mnrji  I  nvor-nensin  r,  oaiipms  witn  acceieiaffid  nvKiSnsinr  tnsffilore 

1.  -r  :'  -  "sampri  sniiniin.-  usp.i  win  caution  inmeseDalsrasandnnii/wiipnin- 
n-^iei;; , ;  i  ineiudin:.  n.cniin"  reniaDSmeni  in  3  smNrinn  csssalinn  piooian  ou- 
».-"-.r  nsk; 


e'  i'5'.n..-iion.sneetis  include.'' I  ine.D3riQiKrt+iaoiirpisvs!prnsBis 
i  II;  oaiipri:  :[  cnraains  imoonam  iniormatinn  and  instructions  on  niwi  i; 
■  Oisi;.*-'  rtHannipisvsffinuniooe'!,  "^atsnis  snoutd  Be encoiiiapedi! 

.;esinnN ; '  me  onvsirjanand  OiiamBois 

;;;  t.;.:i  r;'-  aowsed  tn  Keen  Botn  used  and  unused  svssias  oui  rl  me  iBarn  p 


Nicoi-n  - :;s--- ■  dee- n-- ar-e.i  ;  0-  .  .-.^-nnocP'  1:  laDniaiop,  aniraas  Howvf 
nxoiinv an;;  TieiaDriiits.-  nnreased  in-  incioence  C  tiiraois  m me cnseK  oouc''- 
Esplnams!ei.sandioresionar.nnlFj44iai  issBecnvw.  wnen  own  in  corrainj 
lion  witn  iiimpi-iniiiatnis  Onpsiuov  wmcn  could  op;  bp  reiiiicaiec  sugpesied  ma' 
cotinift:  me  Diimarv  maaDDliis  pi  niconnt  taav  cause  nrraonoiEncuiar  saicoitu  ir 
ffi"  large  iniesnn?  in  rati 

Nicotine  and  cotiniop  were  nci  miaapeni,-  m  me^Aniss  Saimonetn 
!ss:  Nicotine  innuced  lenaiahieDNA  aaraaop  in  an  f  a?;  issisvsftn-  Nicotine 
was  snnwn  tn  Be  gsnoiDii,-  ir.  .5  iss;  svsier,  usmp  Cninss?  narasif'  ovary  ce!u  tr 
lasand  laDmii,  imnisnation  can  k  osMa  o-  mnioiied  dv  leauctmn  in  DN.ksvt- 
mesi?  tna;  apoears  i.;  ce  caused  o,  nicotins  Siumes  naee  snrwr,  3  cecreas.--  n  tliif  ■ 
si7e- 1:1  rats  ireaien  win  niconne  oiiring  ossiaiior 
fnpBRy&mpfyD  ise;'  WAmik£S 

'ne-  narmii.i  eisas  ri  ciaarenesrankinn  on  TraipTiii  and  lelai  neain  are  saani 
ssianiisne:  :  nese  inciufr-  low  niim  wpjon:  an  incraased  ris>.  r'  soonianeou; 
aoomor.  and  mcieascd  Dennstaunonaliti  TnescecincelEasoltianiircntef 
TOPI  on  tasi  opvpionmeri  aie  unknnw  Tnetawe  nrBanaiiisraoliefssnouiaD: 
encourageJ  in  anemri  cessanon  asmp  enucatioaa;  and  BenauiniBi  inierveniioa; 
BOWS  using  nnarmscniopjca i  aoKaacnss 

Sporaaneousaoonion  punna  njcotin?  reDiacemcrt  tnpjapv  nas  Been  reooiffic: 
as  win  smokinc  nicotine  as  a  coniiiBulinpiaaoi  canncl  Beexrjuoec 

tianiirpi  ttaairaen!  snoutd  bp ised  aunng  nrepnancj  oniv  ittn°  likpiinood  p 
smoking  cessation  uisliltes  me  offieniiai  risk  01  use  ci  nicotine  leniscemppt  Ov  tft 
n.iii-.'  yjn  713  continue  Id  stnw; 
Teratoseiitcni 

4JI/III8.'  Stadiec:  ■icotinpwassnown  to  prooucs  sneiaai  aDnomialiiiEs  lainp  n* 
..iinr,  -  ;  ».f!p-  owo oosssBxi.: Id  me. oaiTis K  maiffl/aav  P  piSC 
Hann  SmUes:  N.cotine  iEiaiopemciiv  nas  net  Been  siuoied  m  miraans  extsf 
a:  :>  :min.in?ri  ri  cioarene  smode  learn  rjaarenesraotied  sensersaBoi:'  1  nig  p' 
nicciint  !i  nas  npl  Been  oosihielD  conciuee  wneme r  rjpareBe  smoking  isiaalc- 
pen;- 1;;  niimans 

Mw/JlaAec;  •'•  nicotine  doius  lUPls^'Tnp'kpiio  otepnaii'  rnesusTnon 
kpvs  caused  aeioosi;  nypercamia  and  nyooiension  (taaund  raatetnai  coi- 
cpnrianons  *pr-  aDoul  20  iimsstnose  acnipved  atlp;  smonn:  '  cioarene  m  ■ 
Tninuis.s  eptai  nreatnma  mnvensnis  were  reouccd  in  meiaa  lamnaiie 
intravenous  iniection  pi  d.!b  mpikc  nicotine  iDtnsawe  ieouivaier'  iosrao>- 
inc  1  ciparepeevpi.  ?i!  seconas  IP;  n  minutes  Uiennp  hiood  Mnn  wa; 
lEOuced aonu; 30-i  attf ■  intusion pit  '  rap'kp'min  nicoiine tp  21) minmes I; 
prepnari  Tnssasmnnkpvs  ienui»aiepi  ic  smoking  aooul  n  cjoaienes  pveri 
mrnat  "  ;r  ?  1  rn  nittes 

WiMiriiinlHii  I  .'iioaiepe smoking  punng  nreananr.  is asscpjseo  win!  a< 
incjiase.^  -isk  c  sonraaneousaoortioi  tw-Dinr-weioM  iriiarssana  csnnaanra?' 
Bill.  N.cotineandaion-  monnxioeareconsiBeredmemasiliteiinieaialHSP 
ms=  ouicnms;  Tis eiscis  pi  aaarene smokmg  on  taai  cainioiascuiar  Datanss!!; 
naw  Been  stuarea  near  ten-  ::ipan!t!e>  incjsased  teps;  aom:  Biood  now  and  near ' 
ra:  and  oecraased  uipnne  blood  lintv  and  tela!  nteatning  mowmienis  -Hannrp 
ireamsri  na?  npl  Been  siuaieo  n  oreonan  ninnaa.- 
UMraadMIWfy 

Hani';;  s'.srerris  ar-'  npi  recommenBed  l.i  B-'  ten  on  aunno  laop;  and  ceiwri  ''ne 
pnea-  ri  nicmine  ontneinoffiti  p;  t^"•  istus  aunno  laop  areunkonwr 


Caunn  snnu;.;  d-  pxprpised  wnpii  Hanr;ri  inpiap.  is  anminisipied  i: 
niirsin;  wjr.nip'  ^n--  satpr.  r'tiaoiT.-p  treaimer'  i"  musing  mtan-s  nas  nc 
Been  exaniinc;,  Nicoune  oasses  treei;  inio  preas' rrair  ine  miif-t;..niasra= 
rann  averace .  ?  ;'  Njconne  is  aosorDcn  r.tan.  Ar-  imam  nas  tn-  apiiiit  tr 
ciea' n.caiin.' D.' nenai.  i.r5--Dass  cieaianc;  nowevp  me  eti.pipt;r,  r 
rpmniia  is  n;DDat'i.  lovse;'  ai  oi.f  Tne  niconne  cor.cpnTianon:  1"  miii  ca; 
Of  esoected ;;  c-  lowf  ■  win  -HanitrDi  ireaimpp'  wnpn  used  ss  OirEctec  tna- 
witn  riasreitf  sraot;  n,  a..  Tiatpmci  oiasma  niconne  concpn'iamns  ar; 
cenpraii;  .'enuce.- wif- n.cono'- reoiacpmpn;  ^ne  ;is'  r'ExDC-si;;-  r'tn' 
iniaPi  In  nicotin.;- n-or^arn';'  '■.si'"';-  -^ir:-^'  »;"iDned  aaamE'tne 
nsks  associated  wf  tn-  ir;  -  -  nr-  connnue; 

smokinn  Bv  tne  moinf  lore;  iniaminaiinn  o 

preas •  mii.  wm  otnp-  coin;.;  -nd  'rnri  laoiTrr 

svslpm;  ainne  !•-  m  cnranmsn;;  .ue..  .-."..iunc 


>ianm:;i5-;S!Pra.saie  nci  recommpnoed  in-  use  mcnilnrpn  Because  mo  satetv  an: 
PKcnvpness  pf  HanitiP'  ireatrneri  m  cnilnie-  and  aomsscpnis  won  smode  nave  nc 
oepnp.aiuaie,- 


t-n't;-pjmd  iBtieras  nvpi  me  age  rf  6;i  aamcioateo  in  cnmcal  iriats  pi-HaDirrcltiif 
ap.  -Hani'ir  1  msiao.  aooeaied  to  Bias  elteclive  in  mis  aoe  proun  as  m  vounee' 

SITO*.-' 

As.sfi.s-ne;  ;  ai^sn'se  events  m  tft-  731'  Daiierss  wna  oaniaaaed  in  connnfiei; 
ciiniLii  tiiais  IS  corapiicaied  B<  tne.  Dcciirrence.  ol  £1  ano  MS  eiECs  pi  nicotini 
wimtirawaiasweiiasnicotinsExcsss  Ineaauai  ir^oeneespl  pomatecnntoune 
edPi  concurrpp:. smoking B.TiBn- cliniBatierai  tmnetnais  wneniEDomn: 
aoii^rs' p-.f  nc  m-^  in«iiiaatcrsai3op;a!H!mtlt3iBentit.meca!E?.clmisvrar- 
tor 

tapteil  AMneimK 

iBe  mof  i  cnmrao".  a.nvws-  men;  associaBo  witn  topical  nicotine  is  3  snor^iwK 
pfvmpin;  oiutitu,;  p-oiimindanneaooiicatinnsis  wnicn¥assift--ialaasiooc- 


10  351^  Di  oaiieias  on-Hannromaairaent  mlBeclinicalniats  uicaievmBnB.aee- 
svsien  femovai  was  noi&l  al  leasi  once  in  f%  ct  Dattenis  and  tccai  eoema  in-J«<i 
ttvtnema  penetaiK-  rssmved  wimin  i4iiou;5  Cuianeoas  nvDeiseasnivir/  icnrffif 
sensii.aiio-  >  ccciirreo  ir. .  pi  Dafpras  nn  HanitrpntEaimeni  isee  PRECAL- 
Tiintc:  r,i!p;3.  "Hcaciinns 


lt>=  iDiinwin  J  auiisss  pvppi;  kkp  lEomsinnree  Tteouenii  ( m  tonmoHiiasa  paEiss 
Ban  m  o»a>,-i!e«ed  oaneiss  r  i  exnioesaa  pose  iesbo.tsp  n  cfinEalinai; 
Dipssiive  sv^ec  Dtane;-  avscetjsi;- 
MdutPiloon  aisorPHs  -  Drv  moutr, 
Musoiloskeiaa!  svsierr-  Armiaipii"  TOiBlpii' 
Npft'ous  systen  ^Uwomia;  areams"  somnwer.cg' 
f-renuenDEs  ic;.?  1  Tnp.'a3(  svsieir 
'Reonrreo  in  31,  lo-S';,.  pi  panenis 
tRcomied  ir     i.-, pi  oatien;; 
•.iroiBwe.-  'rennne;:''.  rioaiiPRJ; 

Adverse  pvpnis  reoonej  m  Hanitrc-  an;i  niaceP;-Tre2ed  natieni.s.a;  aooui  m; 
sameiieouencv  in  ciinica:  trials  ate  iiaedceiiw.  Inecnmca  sipmticance  pi  its 
asscDaiion  oetween-Hanitioi  Treatrnen;  and mese events  is  unwinwi  Dultnevjrp 
teootffid  as  arang  imorraaiion  tnme  ciiniciar 
Boo.asawnoie  AHergr  aarxaan" 
Carnionascuta;  svster  -  tivpenension: 
Dipssiivesssier'  -ABaominaioair:  cniBPaaiipr-  nausea"  vomitmc 
tervos;.svSEr  .itTinss;'  draratann^  mspnE-  isaBJK  lf?)t:  nsomna' 
ftesniiainrv  svser  iouan  incfeaseJ-  onaivnpiiiS"  sirasinr 
Itrooeniti:  svser  -Iwiraenormea" 


i-teouenciss  IP. !'  Top.'aav  svsierr, 
'Seooned  m  y-.r.  ic  9^.^  rt  iiaueias 
fReoosedi;  iSs.id  J'isPiBaiieras 
Unviqrfcpi  -'Enntedin  pinaiienis 

-e  :  n?i- .1  inv,  aDuse  Dteenaai  oasea  nn  piBBsncKOMeer 
„        lui  .Tjiic3p;:5!.c>.cnmTip™.  cnn5i(ieffioiraBoaamincoraiiBunng 
i.;anuSi  niLC. .SIMP : asso-Tiiio;  rn^n.sraaep'Puciuanons npiooils«ss  lB«e- 
niood  tevas  PI  niconne  anoi£Ssranuen!ifi.eiLf.  nnceuaiiv 

teoenaene?  pn  nicotine  omacniex  cnswing  pun  tEDiaceraewniaap*  nas  Befii 
reopnec  iucn oecenDPoce mipn ssn  occu'ironinansffirenis loiflBiirpi svfflms 
pliDDacci-aasea  niconne  cepeneence  Ine  use  pIIP:;  svsJenEevoncSinontn; 
nas  nci  Been  p«aiu2ej  and  snoiPd  Be  p.iscouiaBec 

IdToinimae  tne  as<  pi  oeoenoeriCi  aaisnls snouid  Deencoutaped  inwimntai* 
piaauaii imm  -Hamtrr '  irsamer ;  aPs  i;;  .-i  weeks  pi  lEae-.  iiecnmmenoea  ok; 
rcnuctini  is  10  nioprsisivei ,  oerjease  me  ODSs  ever.  3 1;^  seec  isee D054u£  A»ff 


Tne  ePeas  p;  applying  ssveiai  fspmp!  svssras  sirnuaaoeousiv  p-  rt  asaawr.  1 
ingManmcisvssmsaie  unknown  ;  seeWABNINui  ia!etnNffi3.0DncEniin: 

Eniinren  ' 

Tne  nial  U:^.  icr  nicotinp  m  roeems  varies  win  soeciss  But  is  in  excsis  olji  ( 

tnp.'Kc  oean  ij  PL's  id  rssoiiaipr,-  oaiaivas  Tne  oiai  mioimun  einai  pass  ci  racc-  , 

tine  in  noasispiESe'tnanDrap'iic  ''nsotannin'imir;aa«eietr£iooseirrnic  ' 

nnp  in  miraan  aouss  is  reoorsdimk'-40  to  snrag  1,-1  tnp'icg  [ 

1«n  c  I  inrep  tiannrp;  3D  cr  ^  svsffims  in  casuffis  led  in  oops  weipnmp  6-  f  K  1 

weteemeii:  nti  aid  nci  piopucsani-  amp-  sipniticani  ciinica;  signs  Tne  aomini;  ' 

tiauon  pimeseoaOTsscpriESPonasinaBou't-r-rapto  pi  mconm  ( 

5ipns  and  svmpioras  plan  overopse  1 1  ttapprc :  svsiems  would  dp  exBSciec  , 

loBetnesamsastnos?  oiacme  nicotinsooisnning  incluninc  pane  coic  • 

sweai  nausea  sanvanon  vomumc  aBPominai  pan  aiames  neaoacne  Pis^  i 
nesi  pisiurpea  Beating  and  iLsini  itcmp  tBeniaicontusior  ano  weakness 

Vtosiiatinr  nypoiensiop  and  issniiatptv  lailuie  tnay  ensue  witn  larpe  ovt;  | 

oases  letnai  oases  propuc?  convulsions  oiuckiv  ana  Beam  loilows  as  a  resui-  i 

PI  cpiipneisi  p- cpniiai  resn.ialpr.' oaraiv.sis  p:  less i!eoueoli\  caioociaiiure  1 

'n^  naniirr ;  s'.'ssr-  snoiir.  d-  rpmnted  nnmeBizew  'line  oaBem  simb  signs  p  ! 

r>vpiaD3apeaodtne,Datipr;  snoutd  3£e-:  ratmesiaeTnenicai  ca;r  TnesKinsuioce  . 

rna/  Be  llisnea  wpn  «aip;  and  onec  Ne  sua;:  snouid  pe  used  since  it  raa;  ' 
inctease nxotineaDsnrpiin;  Nicctint^wilicontmueicBeisi'VBeo  iradtnebiooD 
sirear  ir;  spiTja'  noiits  tse-  CLINISA.  PHARMAIClOG^  T'aannacoinneacs 
anf  •  rpTin,?.  1 1  in-e  sv-sten  Because  ci  a  peoci  ci  niconne  m me skir 


PpBons  inoesiing-Haoiirpi  sv^ms  snouid  Be  lefptiea  to  a  leapn  car?  Bcilip.  loi 
-manacemer.:  Due  1.-,  iih  oossiniiii.  pi  niconRr-mouced  senurs;  atwaea  ac 
caai  snouW  Ds  anminisffljec  nunconsrjous  Dattenis  wrtr.  a  secure,  ainn.  ir.si 
aciiva!eacaarcaaivi3nasoa3srri:iuB:  Asaiinecatnarr..;p-saTiUp;aOoed:  - 
tiisi  pose  p;  aciivaed  cnaxaai  raav  soeeo  oastroiiffisiinal  oasaae  pi  me  svs;-- 
teBeaKd  BDses  pt  acnvasd  cnarcos;  .snouta  Baaomirassrsd  as  tone  asin-e  ?•.-;• 
»n  leraams  in  mppasnoiiKstinaliisci  since  rwi  1  cnnnnBeioteieasp  mcoim-  ;; 
man.  nois; 

llaBB— »t»f ll  rtwi  ttlnlw 

OiRf- suponnivr measure;  m.-juo^Bia.Tioa'-^rrBany.UiiasstriseaiiE:  aiiooii^iP' 
ptceisir  n.-nn.-'--f:Si".'e;:or,:  r-  as'is^  .■Esoiiaipr,  suoon-'ir'tsoiniPPvauiK 
an-  .,dn;3.;  imn suoool ic nvDistrBionandcarairsQscuE'  cnaasE 
SWeiyjrtlliiiWii) 

naDii.TisvsiprascanBeapemiai  naariandcancausecnniactsensiniaiior 
Almoupn  exposure  pi  neain  care  wofMss  in  niconne troriTiaorap!  ss^inssnooWp 
B=  minima  care  snouid  De  asm  in  avoid  unneesssar,  cnniaciwm-i  active  sifi-  T 
iptl:  '■  uQ.iOdaaoPis  saws  svsera;.  wssn  win  »2E-aioni  sincssaastiB  ' 
innreasi-  nicotine aasoipnpr  Do notloucn  voui  eves 

Wnp-m^  usedsvssrnisremmeatrormeski;  ;snoiUdD?inloedtw-andriC;e  " 
ntiHn.-oEciwiPoucnwnicnconainedmenefcSvsien  Tr^ usajsiSTsnai.!  ;> 
immeaisei .  aisorsed  p;  in  sucn  a  wa,  in  nrever i  asaccsis  p,  cniiaren  p;  be.  a? 
oaiiPP'  inioriiBnonicrlunisi  onEaipastriiBnaiingandCiSOKs 


Dn  nc  I  slore  annv?.  6?'=  .'3.'^  C 1  BecaiB"  »onmp !  svssms  se  seasnnfe  10  nes:  A 
siiptiinscnlnianon  rlm^svaeni  is  nct.sinnitican; 

Do  npi  siprs  unooucnec  Once  remosedtran  me  prascuvs-DouC:  -HaBittpi 
sssetn-ssnouldBeappisa  piommiy  since  mcnnne  15  uoaltfeandtBe  svseima)!  ;^ 
lose  stn?nai; 

fiNmH:  i^oaai  tan  proniniE  aisoensino  wimoul  n^scnouo- 
Primed  in  U.i  f.  C9--5Hf.'^ 


fifiL.  fT-iaiTuceuiicais 

DiiKion  ci  CB'^oElu"'  Cniooiano' 

Smnrn;!  ttm.  jhsev  !J79D  1 


! 


•  her  ideas  are  unrealistic  not  be- 
36  they'll  hurt  profits,  but  because 
J  clash  with  corporate  culture.  Amer- 
has  always  worshiped  hard  work, 
the  spoils  have  gone  to  those  who 
'  the  longest  hours  and  make  work 
r  top  priority.  That  time-honored  eth- 
on't  easily  change,  even  if — as  Schor 
ns — we're  no  longer  working  our 
■  up  but  working  ourselves  to  death. 

BY  TROY  SEGAL 
al  Issues  Editor  Segal  wrote  this  reinew 
I  weekend  and  was  paid  ej-tra  money. 
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OE  THE  NEW  EUROPE 

,xel  Krause 

jerCollins  •  356pp  •  S25 

INTINENTAL  WEDLOCK 


■  urope's  march  toward  a  single 
I  market  is  one  of  the  decade's  epic 

■  happenings.  If  you  find  the  path  to 
I  hard  to  follow,  this  road  map 
ild  help.  Axel  Krause,  a  Paris-based 
•nalist  and  onetime  BUSINE.SS  week 
■espondent,  traces  the  rooLs  of  a  uni- 

Europe  from  Charlemagne  through 
1986  accord  that  got  the  current  ball 
ng.  He  shows  how  Brussels,  home  to 

0  lobbyists,  ticks — and  how  decisions 
made  in  the  complex  web  of  Europe- 
community  institutions.  His  frame  of 
irence,  like  much  of  EC  historj',  is 
n\y  French. 

^hile  long  on  facts,  Krause's  book  is 
y  short  on  analysis.  Often  it  reads 
a  choppy  computer  scan  of  political 
Its  and  business  deals.  Its  tone  is 
ritical,  sometimes  to  the  point  of 
Perj-.  Krause's  executives  are  "hard- 
ing,"  his  diplomats  "seasoned."  Eu- 

1  seems  a  happy  land  of  commerce 
industr\%  rather  like  a  place  con- 
id  up  for  a  wp.\  mural. 

et  the  book  is  full  of  useful  data  as 
1  as  interesting  short  profiles  of  key 
opeans,  including  Jacques  Delors. 

cerebral  president  of  the  EC  Com- 
sion — who  has  only  a  high  school 
cation — took  his  job  as  a  consolation 
e  after  twice  losing  out  in  his  quest 
3e  named  France's  Prime  Minister. 

is  given  to  fits  of  anger  and  once 
ed  a  Greek  EC  commissioner  unfit  to 

a  restaurant.  We  also  meet  the  bar- 

of  European  industry-,  whom  Krause 
:s  as  the  real  force  behind  1992. 
he  book  includes  essays  by  four  lead- 
— Margaret  Thatcher,  Francois  Mit- 
•and,  Helmut  Kohl,  and  Delors — out- 
ig  their  visions  for  the  new  Europe, 
•iguing  summaries  of  differing  views, 

essays  show  there  are  still  ticklish 
/es  in  the  road  to  a  united  Europe. 

BY  STEV/ART  TOY 
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I  IN  HIGH  TECH 


T.  Rowe  Price  Science  8  Technology  Fund.  Ranked  the  #1  science  and 
technology  Rind — and  in  the  top  2%  of  all  mutual  funds — since  its  1987 
inception,  *  this  Fund  invests  in  companies  behind  today's  break-  "^^^ 
thrcjugh  new  products,  including 
those  in  the  communications, 
waste  management,  and  computer 
industries.  Fund  managers  conduct 
rigorous  research  to  achieve  this 
performance — attending  trade 
shows,  testing  new  products,  and 
thoroughly  evaluating  each  com- 
pany's financial  strength.  S2,500 
mmimum.  No  sales  charges. 


T.  Rowe  Price,  100  East  Pratt  St 
Baltimore,  .MD21202 

Please  send  a  free  guide.  Growth 
Slock  Investing,  and  a  prospectus 
with  more  complete  information, 
including  management  fees 
and  other  charges  and  expenses. 
I  will  read  the  prospectus  carefully 
before  I  invest  or  send  money. 

Name 
Address 


City/State/Zip 


Call  24  hours  for  a  free  guide 
1-800-541-7883 
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iconomic  Viewpoint 


THE  SLUMP  THAT 

BROKE  THE  PUBLIC'S  BACK 


BY  ROBERT  KUTTNER 


Americans  were 
already  working 
longer  hours  and 
making  sacrifices  to 
adjust  to  an  era  of 
slow  growth. 
Then  they  got 
zapped  by 
the  recession 


ROBERT  KUTTNER  IS  CaEDITOR  OF  THE 
AMERICAN  PROSPECT  AND  AUTHOR 
OF  7H£  END  OF  LAISSEZ  FAIRE 


This  recession  is  about  average,  as  post- 
war recessions  go.  Unemployment  is  at 
7.1%.  According  to  the  usual  definition 
of  a  recession  as  two  consecutive  quarters  of 
negative  growth,  it  barely  qualifies  at  all.  Real 
gross  domestic  product  grew  at  an  annual 
rate  of  1.8%  in  the  third  quarter  of  1991,  was 
flat  in  the  fourth  quarter,  and  appears  to  be 
declining  only  slightly  in  early  1992.  More- 
over, the  recession  was  preceded  by  a  record 
peacetime  expansion.  Wh\',  then,  is  there  such 
pervasive  economic  gloom? 

The  reason,  I  suspect,  is  that  this  reces- 
sion aggravates  what  some  commentators  are 
beginning  to  call  a  "contained  depression"— 
the  era  of  slow  gi'owlh,  diminishing  economic 
horizons,  accumulating  debt,  and  increased 
personal  vulnerability  that  began  nearly  two 
decades  ago.  Working  Americans  have  adapt- 
ed to  this  slow  economic  decline  by  borrowing 
to  sustain  consumption  or  by  pinching  pen- 
nies in  a  variety  of  ways.  For  instance,  they 
are  working  longer  hours,  taking  cheaper  and 
shorter  vacations,  deferring  and  juggling  the 
rearing  of  children,  delaying  purchase  of  a 
house  or  buying  a  smaller  one,  making  cars 
last  longer,  and  eating  out  less.  So  in  this 
context  of  long-term  economic  stress,  even  a 
modest  recession  can  feel  more  like  a  last 
straw  than  a  temporary  setback. 
OVER  THE  CUFF.  The  elements  of  this  contained 
depression  are  diffuse  and  not  fully  captured 
by  statistics.  On  average,  the  U.  S.  economy 
grew  at  about  2.7%  annuallj'  during  the  Rea- 
gan Presidency— but  the  benefits  of  that 
growth  were  highly  concentrated.  The  per- 
sonal economies  of  most  Americans  fell.  Ac- 
cording to  Congressional  Budget  Office  data 
for  1977  through  1991,  only  the  top  20%  of 
households  enjo\-ed  real  income  gains,  and  the 
biggest  winners  were  the  top  1%,  whose  real 
income  more  than  doubled. 

The  a\'erage  U.  S.  real  wage  peaked  in  1973. 
It  reco\-ered  almost  to  the  1973  peak  again 
in  1979,  but  for  the  past  13  years,  living  stan- 
dards have  stagnated  or  declined  for  about 
80%  of  American  households.  To  compensate, 
Americans  are  working  longer  hours— the 
equivalent  of  an  additional  month  a  year,  ac- 
cording to  Harvard  University  economist  Juli- 
et B.  Schor  (page  18).  'WTien  real  wages  take  a 
hit,  families  can  adjust  by  moonlighting  or  by 
adding  a  spouse  to  the  labor  force— but  only 
once.  When  the  decline  in  real  income  accel- 
erates, as  it  has  during  this  recession,  families 
see  themselves  going  over  a  cliff. 

Compared  with  the  world  of  1973,  profound 
structural  shifts  have  also  taken  place  in  the 
economy.  The  costs  of  home  ownership,  medi- 
cal care,  and  college  tuition— three  basic 


badges  of  membership  in  the  middle  class- 
have  outstripped  household  income.  Until  rt 
cently,  these  shifts  hit  younger  Amiericans  dit 
proportionately,  for  the  generation  that  cam 
of  age  before  1973  was  substantially  insulatec 
Most  middle-class  Americans  over  45  bought 
home  when  houses  were  affordable.  The. 
reaped  substantial  eciuity  that  they  didn't  ean 
thanks  to  the  gi'eat  housing  inflation  of  th 
1970s.  They  already  had  their  college  degi'ee.^ 
bought  cheaply,  and  entered  a  career  trac 
at  a  time  when  Corporate  America  was  ta 
more  stable  and  permanent.  With  a  job  cam 
health  insurance,  a  pension  plan,  and  the  (^'> 
pectation  that  if  you  performed  reasonabl 
well,  you  could  stay  on  until  retirement. 
DEEP  GLOOM.  But  in  the  1980s,  much  that  wa 
economically  solid  began  melting  into  air.  Xc 
only  the  young  found  the  good  life  harder  t 
attain.  Even  the  secure  middle-aged  foun 
that  stable,  comfortable  corporations  could  1) 
here  today  and  gone  tomorrow.  Suddenly  , 
wasn't  just  blue-collar  workers  worrying  aboi 
plant  closings;  the  opinion-leader  class  wa 
abruptly  vulnerable,  too.  Oligopolistic  indu? 
tries  that  had  implicitly  guaranteed  job  seci 
rity  were  buffeted  by  leveraged  buyouti 
deregulation,  global  competition,  and  compel 
five  pressure  to  ratchet  down  costs,  most  ( 
which  were  ultimately  labor  costs.  These  hit! 
erto  impregnable  bastions  included  banks,  bn 
kerages,  broadcasters,  telephone  companies 
blue-chip  print  media,  insurance  companie.' 
high-tech  businesses,  as  well  as  the  bigges 
manufacturing  corporations. 

Suddenly,  nobody's  job  was  safe,  excej 
perhaps  those  of  tenured  economics  profe: 
sors.  With  loss  of  a  job  came  lost  health  co\ 
erage  and  abrupt  entry  into  a  ruthless  labc 
market,  where  available  jobs  paid  sickeningl 
reduced  wages.  Someday,  all  of  this  increase 
competitive  pressure  may  produce  a  more  e 
ficient  and  productive  economy,  but  that  da 
seems  far  distant.  For  the  moment,  it  pn 
duces  vulnerability  and  diminished  income. 

That's  why  political  commentators  ar 
wrong  to  tie  President  Bush's  fortunes  to  th 
trajectory  of  short-term  economic  recover; 
People  feel  this  elemental  exposure  not  b< 
cause  the  unemployment  rate  has  climbed 
percentage  point  lately,  but  because  of  thes 
long-term  changes.  The  President,  perhaj 
subconsciously,  acknowledged  this  deepe 
gloom  in  his  State  of  the  Union  address  whe 
he  repeatedly  used  the  venerable  and  cm 
nous  phrase  "hard  times."  For  most  Amer 
cans,  they  are  indeed.  And  however  the  mei 
sured  recession  fluctuates  during  this  electio 
year,  all  of  this  signals  hard  times  for  Pres 
dent  Bush's  reelection. 
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^When  you  love  what  youVe  doing  as  much  as 
I  do,  it  doesn^t  feel  like  work/^  a  .io  do.  ngo 


Wherever  he  travels,  Placido  Domingo 
carries  a  series  of  green  bound  books 
into  which  he  writes  his  engagements  up 
to  three  years  in  advance.  Such  are  the 
demands  the  opera  world  makes  on  one 
of  its  most  sought-after  performers. 

His  ability  to  thrill  an  audience  is 
such  that  a  legendary  curtain  call  in 
Vienna  lasted  over  an  hour.  ' '  It  would 
have  been  easier,"  Placido  said,  "to  sing 
the  opera  all  over  again." 

Domingo  has  committed  nearly 
a  hundred  operatic  roles  to  memory.  He 
believes  this  daunting  repertoire  is  nec- 
essary to  attract  the  widest  possible 
audience  because  his  ambition  is  to 
help  more  people,  all  over  the  world, 
enjoy  the  music  he  loves. 

More  than  a  singer, 
Domingo  is  also  a  respected 
conductor.  "The  operatic 

Write  for  brochure.  Rolex  Watch  U.S.A. 


conductor  is  like  a  Roman  charioteer," 
he  says.  "He  has  a  hundred  horses 
on  stage  and  a  hundred  horses  in  the 
pit.  And  he  has  to  control  them  all." 

Throughout  his  career,  Domingo 
has  held  himself  to  the  highest  stan- 
dards of  performance.  It's  the  same 
measure  he  uses  when  selecting  a 
timepiece.  "My  Rolex  is  perfect  for 
me,"  he  states.  "\bu  could  say 
it's  one  of  my  favorite 
instruments." 


t 
ROLEX 


Rolex  I  ..\/7  ,\(,is(,»  //  III  ISki  li.ild  with  matching  Jubilee  bracelet. 
Inc  .  Dept.  62<>.  Rolex  Building.  665  /  i/(/i  .\venue.  New  York.  N  Y  10022  5383 
©1991  Rolex  Watch  U  S  A.,  Inc  Rolex.  GMT-Maslerand  Jubilee  are  trademarks 
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Sun  SPARCstation  ELC 


Save  $5.  Gain  14  MIPS. 


•r.  S  list  pnce  for  grayscale  display  with  diskless,  8MB  of  memory.  SPECmarks:  HP  Apollo.  34;  Sun,  20.3.  MFLOPS;  HP  Apollo,  8.4;  Sun,  3. 
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HP  Apollo  Series  700  Model  705 


ith  the  new  HP  Apollo  Series 
lO  Model  705  RISC  workstation, 
u'll  also  gain  an  additional  13.7 
'ECmarks.*  And  5.4  MFLOPS.* 

I,  while  the  difference  in  price 
just  a  pleasant  surprise,  the 
Fference  in  performance  is 
tonishing. 

\d  that  S5  savings  won't  short 
lu  on  anything.  We've  designed 
e  Series  700  to  optimize  X-win- 
»w  performance.  What's  more, 
ir  Model  705  has  a  19"  gray- 


scale display  (Sun  only  offers  a 
17"  monochrome  display  on  the 
ELC).  And,  with  over  1,800  appli- 
cations already  available,  you're 
ready  to  get  up  and  running  fast. 

The  open  architecture  of  our 
workstations  also  lets  them  work 
smoothly  in  a  multivendor  envi- 
ronment. And, 
if  you  should 
need  our  help, 
HP's  worldwide 
support  is  at 
your  service.  - 


So  caU  1-800-637-7740,  Ext.  2789. 

We'll  show  you  a  very  fast  way  to 
save  money. 


HEWLETT 
PACKARD 


conomic  Trends 


BY  GENE  KORETZ 


U.S.  INDUSTRY 
IS  A  WORLD-CIASS 
CONTENDER  AGAIN... 


While  Americans  are  understand- 
ably obsessed  by  the  recession 
and  the  economy's  long-run  problems, 
there  is  one  development  that  clearly 
augiH's  well  for  the  future:  the  strong 
performance  of  the  foreign-trade  sector. 

The  dramatic  narrowing  of  the  mer- 
chandise trade  deficit  in  November,  to  a 
mere  $8.(i  billion— the  smallest  monthly 
red-ink  number  in  almost  nine  years- 
underscores  the  trend.  While  many  ob- 
servers attribute  the  improvement  to 
weak  import  demand  in  the  wake  of  the 
recession,  economist  James  Solloway  of 
Argus  Research  Corp.  notes  that  ex- 
ports were  up  11.6%  over  November, 
1990.  "The  remarkable  thing,"  he  says. 


AMERICA  GAINS  AN 
EDGE  IN  LABOR  COSTS 

FAGORY  WORKERS'  HOURLY  COMPENSATION 

CHANGE  IN  DOLLAR  TERMS  1990 
1985-90 
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"is  that  exports  have  remained  so  strong 
despite  a  global  economic  slowdown." 

Needless  to  say,  the  sharp  decline  in 
the  dollar  since  1985  has  played  a  major 
part  in  the  export  surge.  But  Solloway 
and  others  point  to  more  basic  changes, 
particularly  the  efficiencies  achieved 
through  the  painful  restmcturing  of  U.  S. 
industry  in  the  eai-ly  1980s.  For  example, 
manufacturing  productivity,  or  output 
per  hour,  rose  by  a  heady  30%  between 
1983  and  1990-far  faster  than  the  13% 
and  19%  gains  in  countries  such  as  Cana- 
da and  Germany  and  not  far  behind 
Japan's  35%  ri.se.  In  fact,  U.  S.  factory 
productivity  has  actually  risen  a  bit 
faster  than  Japan's  in  recent  years. 

What's  more,  U.  S.  industry  has  ex- 
hiV)ited  unusual  wage  restraint.  Between 
1985  and  1990,  American  manufacturers 
granted  their  workers  pay  raises  of  only 
13.0%.  By  contrast,  such  increases,  in 


domestic-currency  terms,  ranged  from 
20%  to  27%  in  Japan,  Germany,  France, 
and  Canada,  and  hit  46%  in  Britain. 

Add  the  effect  of  the  weak  dollar  to 
these  trends,  and  America's  newfound 
competitiveness  really  shines.  In  1985, 
for  example,  Japan's  and  Germany's 
manufacturing  labor  costs  in  dollars 
were  49%  and  74%  of  U.S.  levels,  re- 
spectively. But  by  1990,  labor  compen- 
sation in  Japan  was  only  14%  lower  than 
in  the  U.  S.,  and  in  countries  such  as 
Germany,  Norway,  Sweden,  and  Switzer- 
land it  was  more  than  40%  higher.  Since 
1983,  factory  unit  labor  costs  in  dollars 
have  declined  by  1%  in  the  U.  S.,  while 
they  have  risen  by  48%  to  85%  in 
Britain,  Japan,  France,  and  Germany. 

Many  economists  warn  that  cyclical 
developments  may  offset  these  favor- 
able trends  in  the  year  ahead,  as  eco- 
nomic slowdowns  in  Europe  and  Japan 
hobble  purchases  of  U.  S.  exports  and 
as  a  U.  S.  recovery  sucks  in  imports. 
But  Solloway  and  Stephen  S.  Roach  of 
Morgan,  Stanley  &  Co.  think  such  fears 
are  over'blown.  They  point  out  that  more 
than  half  of  U.  S.  export  growth  in  the 
past  two  years  has  come  from  the 
emerging  economies  of  Asia  and  Latin 
America,  which  remain  relatively  strong. 

At  the  same  time.  Roach  notes  that 
the  U.  S.  dollar  is  now  undervalued, 
rather  than  overvalued  as  it  was  at  the 
end  of  the  last  recession— suggesting 
that  a  repetition  of  the  kind  of  import 
penetration  that  ravaged  U.  S.  manufac- 
tiu-ers  in  the  early  stages  of  the  last  re- 
covery is  highly  unlikely.  "Any  way  you 
look  at  it,"  he  says,  "American  industry 
is  a  heavyweight  competitor  again." 


...BUT  ITS  PRODUCTS 
COST  JAPANESE 
CONSUMERS  A  BUNDLE 


While  the  U.  S.  trade  balance  with 
Europe  has  moved  steadily  from 
a  deficit  of  $30  billion  in  1986  to  a  $15 
billion  surplus,  the  deficit  with  Japan 
has  been  stuck  around  $40  billion  since 
1990.  A  recent  analysis  of  retail  prices  of 
several  dozen  products  in  Japan  and  the 
U.  S.  by  Rand  Corp.  researcher  Loren 
Yager  suggests  one  reason  why. 

What  Yager  found  was  that  prices  of 
Japanese  products  sold  in  the  U.  S.  were 
generally  quite  close  to  their  retail 
prices  at  home.  For  example,  a  Japanese 
VCR  retailing  for  $424  in  Japan  cost  U.  S. 
consumers  $430,  while  a  Japanese  cam- 
era priced  at  $578  in  Japan  sold  for  $555 
in  the  U.  S. 

By  contrast,  about  60%  of  U.  S.  prod- 
ucts sold  in  Japan  carried  price  tags  at 
least  40%  higher  than  in  the  U.  S.,  and 


the  average  premium  was  about  (i'y 
While  U.  S.  tires  cost  37%  more  in  Jap; 
than  in  the  U.S.  ($65  vs.  $48),  for  eL 
ample,  Japanese  tires  sold  for  exact 
$66  in  both  countries.  A  $170  U.  S.  C5 
culator  cost  Japanese  consumers  67 
more  than  that,  and  a  $449  U.  S.  las 
printer  was  priced  at  $825  in  Japan. 

Yager  notes  that  most  of  the  pro 
ucts  were  not  subject  to  tariffs  and  th 
even  products  of  U.  S.  companies  th 
were  manufactured  in  Japan  co 
Japanese  consumers  30%  more  thi 
U.  S.  consumers  paid.  The  clear  implic 
tion  is  that  nontariff  trade  barriers  a 
exerting  strong  upward  pressure  on  tl 
Japanese  prices  of  foreign  product 
severely  limiting  the  ability  of  imports 
penetrate  Japanese  markets.  f 


HEADHUNTERS  SPY 

SIGNS  OF  LIFE 

IN  THE  NORTHEAST 


Suddenly,  there  seems  to  be  a  I 
more  room  in  some  executive  suit- 
According  to  the  Association  of  Exec 
tive  Search  Consultants  (AESC),  exec 
five  searches  in  the  Northeast  rose  1 
15%  in  the  fourth  quarter  and  were  i 
10%  from  a  year  earlier.  While  oth 
regions  posted  little  or  no  growth,  AE 
President  Glenn  Van  Doren  notes  th 
the  Northeast  was  not  only  the  first  a 
hardest-hit  victim  of  the  recession  but 
the  headquarters  site  of  many  of  t 
nation's  largest  banks  and  corporatioi 
The  recent  upturn  in  the  Northea; 
says  Van  Doren,  is  the  first  since  t 
summer  of  1990,  and  "it  makes  us  c£ 
tiously  optimistic  that  the  long-await 
economic  turnaround  has  begun." 


THE  DOWNSIDE 
OF  THE 

PEACE  DIVIDEND 


IJ! 


)!1 


It 


While  Congress  weighs  new  cuts 
defense  outlays,  economist  Cai 
Stone  of  Nomura  Securities  Intemati( 
al  notes  that  they  are  already  plur 
ing— by  $6.1  billion  in  last  year's  thi 
quarter  and  $11.6  billion  in  the  foun 
And  these  cuts,  plus  others  in  t 
pipeline,  she  warns,  "will  offset  fis 
stimulus  in  other  sectors."  Using 
econometric  model  developed  by  hi 
rence  Meyer  &  Associates  of  St.  Lou 
Stone  estimates  that  just  the  drops 
defense  spending  in  the  last  half  of  IJ 
will  subtract  about  half  a  percenta 
point  from  gross  domestic  product 
the  next  six  months  as  their  multipl  Sis 
effects  percolate  through  the  econom 
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BY  JAMES  C.  COOPER  AND  KATHLEEN  MADIGAN 


HE  CHILL  COULD  LAST 
IGHT  THROUGH  THE  SPRING 


r here's  a  recovery  in  the  economy's  future.  The 
Federal  Reserve  has  planted  the  bulbs.  The  Admin- 
istration and  Congress  are  throwing  in  some  fertil- 
r.  But  if  you're  trying  to  count  the  crocuses  breaking 
ough  the  ground,  forget  it.  They're  not  there  yet. 
[es,  housing  is  recovering,  but  that's  not  new.  Home- 
Iding  has  been  in  a  modest  upturn  for  a  year,  and 
^er  interest  rates  and  tax  giveaways  will  help  out. 
ports  are  growing,  but  that's  old  news,  too. 
?he  real  keys  to  a  cyclical  turnaround  are  stronger 
or  markets,  a  pickup  in  domestic  demand,  and  better 
dence  that  the  Fed's  past  easings  of  monetary  policy 
'  sufficient  to  spark  a  general  upturn  in  business.  In 
se  three  areas,  the  signs  are  still  lacking. 

New  claims  for  jobless  bene- 
fits remained  high  in  January, 
and  job  worries  continue  to  de- 
press measures  of  consumer 
confidence.  Commodity  prices,  a 
sensitive  indicator  of  changes  in 
demand,  still  have  not  shown 
the  early-recovery  bounce  that 
they  typically  do.  A  recent 
surge  in  lumber  prices,  howev- 
er, probably  does  reflect  some 
new  strength  in  housing. 


IRCHASERS  SEE  NO 
>UNCE  IN  BUSINESS 

 wSSSe 
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ERCENT  REPORTING  IMPROVEMENT 
DATA:  NATIONAL  ASSOCIATION  OF 
PURCHASING  MANAGEMENT 


\.s  for  consumers,  spending  tanked  at  the  end  of  1991, 
i  initial  January  readings  look  poor.  Car  sales  weak- 
?d  further  last  month.  And  although  some  retailers 
r  sales  are  up  from  a  year  ago,  that's  probably  be- 
ise  buying  during  the  gulf  war  was  so  dismal. 
A^ith  consumers  out  of  action,  manufacturing  is  losing 
mentum.  New  factory  orders  are  falling,  and  the 
:ion's  purchasing  managers  report  that  industrial  ac- 
ity  began  the  year  with  no  signs  of  growth  (chart). 

ONG  All  this  bad  news  does  not  write  off  the 

tATES  recovery.  But  it  does  suggest  that  get- 

•OSEA  ting  there  could  be  difficult  and  take 
HREAT  longer  than  the  consensus  forecast  of  a 
•ing  turnaround  implies. 

rhe  index  of  11  leading  indicators,  which  is  supposed 
foretell  the  economy's  future,  seems  to  say  as  much, 
fell  0.3'a  in  December,  the  second  consecutive  decline, 
e  index  has  posted  only  one  slim  gain  since  July. 
\t  least  one  of  those  leading  indicators,  the  M2  money 
oply,  looked  more  encouraging  in  January.  M2  fell 
irply  at  yearend,  but  a  surge  during  January  sug- 
sts  that  the  weakness  was  more  technical  than  funda- 
intal.  However,  M2  continues  to  grow  at  the  lower  end 


of  the  Fed's  2.5%-to-Q.57(  target  range.  Until  money 
grows  faster,  doubts  will  remain  about  the  ability  of 
past  cuts  in  interest  rates  to  spur  the  economy. 

Fed  Chairman  Alan  Greenspan  said  in  congressional 
testimony  on  Feb.  4  that  the  central  bank  expects  previ- 
ous rate  cuts  to  generate  a  sustained  recovery  beginning 
in  the  second  quarter.  He  also  hedged  his  forecast.  He 
said  that  assessing  the  outlook  right  now  is  "extraordi- 
narily difficult,"  and  that  the  Fed  is  "continuing  to  eval- 
uate whether  some  additional  insurance  in  the  way  of 
further  monetary  ease  would  be  appropriate." 

Most  assuredly,  the  economy  will  need  more  help  if 
long-term  interest  rates  keep  rising.  The  backup  in  long 
rates,  coming  without  any  concrete  signs  of  recovery, 
threatens  to  kill  off  the  upturn  at  its  roots.  Low  rates 
are  critical  to  housing  and  to  the  restructuring  of  the 
debt-laden  balance  sheets  of  consumers  and  businesses. 

The  huge  financing  needs  of  the  U.  S.  Treasury  re- 
main the  biggest  prop  under  long  rates.  At  its  quarterly 
refunding  announcement  on  Feb.  5,  the  government 
pleased  the  bond  market  with  its  smaller-than-expected 
financing  needs  and  its  onetime  cut  in  the  proportion  of 
10-year  and  30-year  bonds.  However,  the  market  was 
disappointed  that  Treasury  had  no  plans  for  a  permanent 
reduction  in  its  dependence  on  long-term  financing. 

ARMS  CUTS:  Defense  cutbacks  could  be  another  stum- 
AT  WAR  bling  block  for  the  recovery.  Real  military 
WITH  outlays  fell  last  quarter  at  a  15.47f  annual 

RECOVERY  j,.^te.  That  is  the  sharpest  quarterly  de- 
cline since  the  pullout  from  Vietnam  in  1973. 

The  drop  is  equivalent  to  a  full  percentage-point  de- 
cline in  real  gross  domestic  product,  and  secondary  im- 
pacts on  incomes  and  spending  will  show  up  in  later 
quarters.  Moreover,  the  cutbacks  have  only  begun. 

Less  defense  spending  is  just 
one  more  drag  that  the  manu- 
facturing sector  can  do  without 
right  now.  The  auto  industry 
and  its  suppliers  are  already 
hurting,  and  factory  orders  gen- 
erally are  slumping.  Durable 
goods  orders  dove  5%  in  Decem- 
ber, to  $117.7  billion.  Monthly 
bookings  are  volatile,  but  the 
December  decline  was  broad, 
and  the  three-month  average 


EACTORY  ORDERS 
HEAD  SOUTH,  AGAIN 

130  r 
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A  BILLIONS  OF  DOLLARS,  THREE  MONTH 
MOVING  AVERAGES 

DATA,  COMMERCE  DEPT,,  BW 


shows  that  orders  are  trending  downward  again  (chart). 

In  addition,  new  bookings  are  coming  in  slower  than 
shipments  are  going  out,  which  is  depleting  the  order 
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iourtb  eoELseouuve  decline-  The  ha.-.---  > 
lowest  ievel  in  more  than  irwo  years. 
mmlled  oriers  failing.  lactories  have  Ii:r_r 
btxxs:  either  their  prsxtEction  or  their  payxoILs. 

Manufacturing'  remained  in  decSne  in  January,  accord- 
ing iO  the  National  As^-x-iation  of  Purchasing  Manage- 
iiient-  Fne  \".i-PM's  index  of  industriai  activity  held  steady 
at  the  December  leve?  of  4T.4'-"^.  and  a  rea  '  -j  •  "risr  -5«Fc 
indicates  that  manufacturing  is  in  rec-esi:_ _ .  ..rr?  and 
output  posted  no  growth  in  January,  says  the  XAPM.  and 
empJoyraent  c-ontinued  to  fail. 

IMCOWtS  The  probleins  that  manufacturing  faces 
ARE  UP  ji  eany  l9Sf2  stem  directly  fn;»m  the  con- 
— BY  A  FEW  stixiier  retrenehMient  of  late  ISiyl.  Adjust- 
D'O LIAR'S  inflation,  real  outlays  leE  0.4^  is 

_  j^~eLy  rcuse  in  Xovem.ber.  and  didn't  grow  at  aH 
in  E>e<:-ember.  For  the  quarter,  real  spending  on  goods 
ani  Srrv-::-es  ie:"±-.ei  at  an  aninit.tal  rate  of  l.!^-. 

That  weakness  was  coiK-eit- 
tratei  in  goods  purt-hases-  Out- 
lays for  goods  plunged  at  a 
02''-  annual  rate  in  the  fourth 
quarter.  The  severity  of  that 
sMe  is  comparable  to  that  of 
iie  'y.<S~'-  (dr*jp  registered  during 
the  fourth  quarter  of  L99l> — the 
worst  quarter  of  the  recession- 
The  siiumip  m  car  buying  ae- 
M^unted  for  some  but  not  al  of 


DETROirS  SLUMP 
DRAGS  ON 


  ^ast  quarter  s  weaj^ness  m 

rM'is  ;-;'.:r-;r.ai-;-  .-.ni  c-ar  sales  c-ontinued  to  be  a  drag 

i,  on  outlays  m  January  t  chart)*. 

New  domestically  made  autos  sold  at  an  annual  rate 
ot  6-1  miliion  in  late  January.  Although  that  was  better 
than  the  5.7  milion  pace  at  mid-month  and  the  -dismal  5.3 
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^.i'jiL  ssles  were  t:rj4a£:>jlT  amcfesEgeii  m 
Jan:^sr7.  Siaj^rrfec  tc-  eajiioGiSts  Stir- 
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SECURITY  BLANKET 


You  invest  to  grow.  To  help  provide  a 
better  tomorrow  for  you  and  your  family. 

To  select  an  investment  is  an  act  of  trust. 

For  years,  families  all  over  America 
have  felt  secure  in  placing  that  trust  in 
the  Kemper  name. 

Ask  your  financial  representative  about 
the  investment  products  of  Kemper 
Financial  Services. 


•  Kemper  Money  Market  Fund 

•  Kemper  Mutual  Funds 

•  Kemper  Tax- Advantaged  Insurance 

For  more  complete  information  about  these  investment 
products  including  charges  and  expenses  obtain  prospec- 
tuses by  calling  1-800-621-1048.  Read  them  carefully 
before  you  invest  or  send  money.  Insurance  products 
issued  by  Kemper  Investors  Life  Insurance  Company. 
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JAPAN  TAKES  A  GOOD, 
HARD  lOOK  AT  ITSELF 

B  in  BuuiD  or  cjmuysMHPLY  BEire^ 


m  ^■that's  going  on  here?  On  Feb.  3,  just  two  days 

B^^^^V  after  leaving  New  York,  Japanese  Prime 
^^K^^^m  Minister  Kiichi  Miyazawa  stunned  America 
I^V^^^V    by  declaring  on  live  television  that  "Ameri- 

wK  can  workers  have  come  to  lack  a  work  ethic." 

bbing  it  in,  a  former  Japanese  trade  minister  proclaimed 
it  U.  S.  auto  workers  goof  off  on  Fridays  and  Mondays 
;ause  they're  obsessed  with  weekend  play.  Both  remarks 
lamed  a  trans-Pacific  fire  storm  sparked  by  similar  com- 
nts  from  another  Japanese  politico. 

Why  Miyazawa  and  the  others  said  what  they  did  remains 
clear.  But  the  thrust  of  the  message  is  not:  The  Japanese 
w  their  nation  as  the  economic  powerhouse  of  this  decade, 
not  the  coming  century.  Meanwhile,  as  Japanese  politicians 
;en  and  businessmen  profit,  Japanese 
ellectuals  are  grappling  with  a  dis- 
■bing  conflict:  Are  Japan's  runaway 
momic  gains  turning  the  island  nation 

0  a  global  pariah?  "We  can't  overdo 
'  warns  Masaya  Miyoshi,  president 
j  director  gen>^ral  of  Keidanren,  Ja- 
n's powerful  big  business  association, 
efeating  our  competitors  means  we'll 
Feat  ourselves." 

IE  TO  PREACH.  Shaping  a  response 
ly  be  the  country's  most  agonizing 
licy  dilemma  of  the  postwar  era — one 
it  goes  straight  to  the  heart  of  Ja- 
n's most  fundamental  economic  strate- 
is.  How  can  Japan  make  its  over- 
lelming  economic  success  acceptable 

the  rest  of  the  world?  Should  the 
tion  change  to  make  itself  less  fear- 
Tie,  even  if  it  means  shedding  some  of 

strengths? 

[jeaders  such  as  Sony  Corp.  Chairman 
;io  Morita  and  Keidanren  Chairman 
ishi  Hiraiwa  have  started  to  say  yes. 

1  the  other  side  of  the  issue  are  some 
Japan's  most  powerful  industrialists 
d  bureaucrats,  such  as  Eisuke  Sakaki- 
ra,  a  deputy  director  general  at  the 
lance  Ministry.  Their  position:  Japan 

different  and  should  proselytize 
road.  "It's  time  for  Japan  to  become  a 
;le  more  assertive,"  says  Sakakibara, 
thor  of  the  1990  book  the  Japan  that 
rpassed  Capitalisyn.  "We  have  to 
!ntify  the  special  characteristics  that 
ould  be  preserved." 
Earnest  talk  of  the  need  for  change  is 

age-old  Japanese  ploy.  But  a  real  de- 
te  is  crackling  in  high-level  Japanese  circles.  Many  are  ask- 
X,:  Just  what  constitutes  Japanese-style  capitalism?  How  in- 
mpatible  is  it  with  orthodox  Western  models?  And  the  really 
f  question:  What,  if  anything,  can  be  done  about  it?  The 
;cussion  has  become  so  heated  that  it  has  even  won  a  name: 
hon  Ishitsuron,  Japan  as  different. 

There  is  a  risk  to  doing  nothing.  Without  action,  Japan  may 
id  its  economic  victories  increasingly  contested  by  protec- 
nist  barriers.  Already,  such  pressures  are  steadily  mounting 
the  U.  S.  and  Europe.  Ultimately,  they  could  be  strong 
ough  to  force  Japan  to  change.  "To  the  extent  we  don't 
tablish  the  appropriateness  of  Japanese-style  capitalism,  our 
onomic  expansion  can't  be  justified,"  says  Iwao  Nakatani, 
ofessor  of  economics  at  Osaka  University. 
For  years,  many  Japanese  argued  that  their  system  differed 
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only  superficially  from  the  West's.  Only  now  are  the  nation's 
leading-edge  economists  gaining  credence  with  their  new 
school  of  "neocapitalism."  Japanese  intellectuals  "have  begun 
to  see  clearly  that  there  must  be  special  reasons  for  the 
excellent  performance  of  the  Japanese  economy,"  says  Koji 
Matsumoto,  professor  of  policy  science  at  Saitama  University 
and  author  of  the  1991  book  The  Rise  of  the  Japanese  Corpo- 
rate System. 

FUZZY  RULES.  At  the  core  of  this  argument  is  the  idea  that 
Japan's  capitalism  is  distinct  from  the  West's  in  four  ways 
(Uible).  The  most  important  is  a  dedication  to  building  relation- 
ships that  don't  exist — or  exist  only  rarely — in  the  U.  S.  In 
Japan,  for  instance,  government  and  industry  are  closely  al- 
lied. The  result?  Controlled  prices,  targeting  of  strategic  indus- 
tries for  growth,  and  regulation  of  in- 
dustry through  bureaucratic  "guidance" 
rather  than  clear-cut  rules.  A  case  in 
point:  Officials  only  winked  at  last  sum- 
mer's revelations  that  Japan's  biggest 
brokers  were  colluding  to  cover  custom- 
er losses.  "Without  rules,  it's  very  hard 
for  outsiders  to  participate,"  says  Haruo 
Shimada,  professor  of  economics  at  Keio 
University. 

Then  there  are  the  links  between  Jap- 
anese companies — ties  that  are  built  on 
history,  cross-shareholdings,  and  old-boy 
networks.  Conglomerates,  called  kei- 
retsu,  protect  companies  from  take- 
overs, minimize  transaction  costs,  and 
spread  risk.  Sumitomo  Bank,  for  exam- 
ple, doesn't  need  to  do  a  Western-style 
financial  analysis  of  fellow  keiretsu 
member  NEC  Corp.  before  granting  it  a 
loan.  "One  reason  NEC  is  a  leader  in  inte- 
grated circuits  is  Sumitomo  Bank's  will- 
ingness to  supply  funds  even  when  that 
business  is  unprofitable,"  says  Shimada. 
"No  U.  S.  bank  would  have  given  so 
much  money  to  NEC." 

The  weak  role  of  Japanese  sharehold- 
ers also  gives  management  an  edge.  As 
many  as  three-quarters  of  a  Japanese 
company's  shares  are  held  by  other  cor- 
porations, which  are  invited  to  buy  them. 
The  result:  Japanese  managers  don't 
worry  about  short-term  results.  "Share- 
holding is  not  a  system  of  control,"  says 
Saitama's  Matsumoto.  "Japanese  compa- 
nies are  controlled  by  and  exist  for  em- 
ployees. If  forced  to  choose  between 
skipping  dividends  and  laying  off  per- 
sonnel, almost  all  Japanese  managers  will  choose  the  former." 

The  relationship  between  companies  and  their  workers 
marks  another  major  difference  in  Japan's  capitalism.  Guaran- 
teed lifetime  employment  means  little  turnover  and  high  pro- 
ductivity. Docile  company  unions  and  the  scarcity  of  outside 
directors  present  no  challenge  to  top  management.  It's  no 
wonder  Japanese  executives  are  reluctant  to  delegate  author- 
ity, especially  to  overseas  operations.  "The  power  elite  pro- 
tects its  own  interests,  which  means  not  paying  dividends  but 
simply  increasing  market  share  and  the  size  of  the  company," 
says  Ken  Moroi,  chairman  of  Chichibu  Cement  Co.  and  a 
prominent  business  leader.  "That  increases  their  position,  sta- 
tus, and  compensation." 

The  timing  for  this  debate  about  Japan's  success  may  seem 
curious.  After  all,  Japan's  economy  is  sliding  toward  reces- 
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sion.  Its  overseas  investments  last  year 
tapered  off  sharply,  and  the  Tokyo  stock 
market  is  languishing.  The  low  cost  of 
capital  long  enjoyed  by  Japanese  compa- 
nies has  disappeared.  But  many  of  Ja- 
pan's overseas  rivals  are  focused  instead 
on  the  country's  awesome  array  of  fun- 
damental competitive  strengths,  which 
are  ready  to  exploit  the  world's  next 
economic  upturn  (box).  It  was  this  pros- 
pect, and  foreigners'  fear  of  it,  that 
helped  spur  Japan's  elite  into  debate. 

Then  there's  the  end  of  the  cold  war — 
another  reason  the  Japanese  are  taking 
a  hard  look  at  themselves  now.  The 
clash  between  capitalism  and  commu- 
nism is  over.  Today's  tension  lies  be- 
tween competing  forms  of  capitalism. 
"Without  the  Soviet  Union,  suddenly  an 
economic  threat  that's  completely  differ- 
ent in  nature  has  emerged,"  says  Kei- 
danren's  Miyoshi.  "We've  come  to  the 
point  where  we've  got  to  discuss  the 
differences  in  systems."  What's  more, 
last  year's  spate  of  securities-industry 
and  real  estate  scandals  dramatized  the 
degree  of  collective  scheming  that  oc- 
curs within  the  Japanese  system.  The 
upshot?  Japan's  "neocapitalist"  thinkers 
began  to  search  even  more  intently. 
'ON  THE  THRESHOLD.'  Wherever  the  de- 
bate leads,  Ja])an  must  come  to  terms 
with  its  own  might.  "Japan  is  on  the 
threshold  of  greatness,"  says  Kenneth 
S.  Courtis,  strategist  and  senior  econo- 
mist at  DB  Capital  Markets  (Asia)  Ltd.  in 
Tokyo.  "But  it  can't  run  a  $1  trillion 
current-account  surplus  this  decade 
without  incurring  huge  problems." 

Within  the  country,  there  are  plenty 
of  people  who  would  benefit  from 
change.  Workers  who  routinely  put  in  a 
44-hour  workweek  certainly  wouldn't 
complain  if  Japanese  companies  decided 
to  cut  back  on  hours,  but  not  on  pay,  to 
give  them  more  free  time.  And  most  citi- 
zens would  welcome  massive  spending 
of  Japan's  surplus  on  improved  roads, 
sewers,  housing,  and  public  parks. 

But  these  are  relatively  easy  reforms. 
It  would  be  much  tougher  to  change  the 
keiretsu  system  or  the  cozy  links  be- 
tween government  and  industry.  The 
bulk  of  Japan's  powerful  corporate  inter- 
ests are  dead  set  against  tampering  with 
a  system  that  has  enjoyed  such  smash- 
ing success. 

For  the  visionaries  who  see  the  dan- 
ger of  being  out  of  sync  with  the  rest  of 
the  world,  the  challenge  is  to  adjust  Ja- 
pan's winning  formula  without  destroy- 
ing its  competitiveness.  Then  again,  the 
Japanese  are  known  for  their  amazing 
skill  in  packaging  a  product  to  meet  lo- 
cal tastes.  The  trick  is  to  make  their 
brand  of  capitalism  more  acceptable 
worldwide. 

By  Robert  Neff  in  Tokyo 


HAS  JAPAN  PEAKED? 
DON'T  BET  YOUR  LEXUS 


To  some,  Tokyo's  financial  woes  seem 
an  awful  lot  like  the  vital  signs  of  a 
dying  patient.  The  stock  market  has 
dropped  45?'  since  its  1989  peak,  robbing 
Japanese  companies  of  one  of  their  big 
competitive  advantages:  cheap  cash.  To- 
kyo real  estate  values 
have  plummeted.  Bank- 
ruptcies have  soared.  By 
2000,  the  country  faces  a 
shortage  of  a  million 
skilled  software  engi- 
neers. And  the  govern- 
ment is  consumed  by  a 
new  political  scandal 
nearly  every  week.  Could 
it  be  that  mighty  Japan 
has  peaked? 

Far  from  it.  In  fact, 
Japanese  economists  say  the  market  could 
languish  for  years  without  harm.  Sure, 
the  downturn  may  force  more  revamping 
of  Tokyo's  scandal-plagued  financial  sec- 
tor. But  Japan's  giant  manufacturers,  the 
backbone  of  the  country's  economy,  are 
stronger  than  ever.  During  the  past  five 
years,  they've  managed  to  plow  a  stagger- 
ing $3  trillion  into  plant  and  equipment, 
according  to  DB  Capital  Markets  (Asia). 
They've  pumped  $500  billion  more  into  re- 
search and  development.  And  they've 
matched  the  U.  S.  in  private-sector  re- 
search spending  (chart). 

The  result?  Japan's  heavyweights  have 
seized  near-control  of  entire  industries — 
including  global  electronics.  They're 
squeezing  profits  out  of  sunset  businesses 
such  as  steel  and  shipbuilding.  And 
they're  coming  on  strong  in  software  and 
systems  design,  once  the  domain  of  the 
U.  S.  So  even  if  Japan  has  lost  its  relative- 
ly low  cost  of  capital,  the  country  still 
figures  to  outshine  competitors  in  the  21st 
century. 

SPOTLESS  ROBOTS.  Japan  built  its  post- 
war economic  miracle  on  manufacturing, 
and  Tokyo  plans  to  keep  expanding  the 
base.  Its  next  push:  to  make  products  and 
whole  production  systems  artificially  intel- 
ligent, so  that  electronic  systems  of  all 
sizes — from  basic  personal  computers  to 
steel  plants  and  subway  systems — will 
need  little  human  supervision  or  mainte- 
nance. Nippon  Steel  Corp.,  for  one,  now 
uses  computer-based  intelligence  to 
streamline  the  complex  flow  of  materials 
in  its  steel  plants. 

Japan's  most  impressive  success  in  top- 
of-the-line  automation  could  be  in  micro- 
electronics. Take  Sony  Corp.'s  Kohda 
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plant,  outside  Nagoya.  The  world's 
est  assembly  plant  for  8mm  cameo 
Kohda  boasts  unrivaled  high-densitj 
mounting  capability.  In  one  ass^ 
area,  three-unit  clusters  of  insertio 
chines  take  less  than  30  seconds  to 
1000  chips  of  dif 
shapes  and  fum 
onto  a  surface  the  s 
two  cigarette  packs 
process  that's  99.3"?? 
mated,  spotless  wh 
bots  stamp  370  i 
chips  into  position 
month,  with  only 
defects  per  million. 

Building  such  ma 
turing  technology  i; 
sively  expensive, 
proof,  look  at  capital  outlays  by  J 
leading  memory-chip  manufacturers 
Toshiba,  and  Hitachi.  They  have  spe 
lions  on  the  technology.  Hitachi  Ltd 
plans  to  put  $3.3  billion  into  resean 
year  and  $1.8  billion  more  into  plan 
equipment.  Next  up:  a  Hitachi  re 


NIPPON  STEEL:  MANUFACTURING  IS  STILlT 


center  focused  on  developing  chij 
can  store  1  billion  bits  of  data,  vs 
million  stored  on  chips  today. 

Such  advances  guarantee  th 
world's  consumer  electronics  mak< 
become  increasingly  reliant  on  Je 
suppliers.  That  explains  why  Intel 
for  instance,  bypassed  various  At 
candidates  to  announce  on  Feb.  5 
pan's  Sharp  Corp.  will  act  as  its  si 
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in  the  market  for  "flash"  memory 
lat  red-hot  technology  lets  a  corn- 
tain  data  even  after  its  power  is 
off. 

56  of  such  deals,  America's  PC  com- 
ay  have  little  choice  but  to  head  to 
r  components.  But  PC  makers  these 
becoming  dependent  on  Japan  for 
i.  Apple,  IBM,  Compaq,  and  most 
S.  makers  of  laptop  computers  are 
lers  of  Japanese  chips,  power  sup- 
d  other  technologies.  In  the  ulti- 
,v  to  Japanese  manufacturing,  Ap- 
puter  Inc.  now  purchases  finished 
;  computers  from  Sony.  Although 
company  will  confirm  the  details, 
discussing  a  similar  arrangement 
irp.  Digital  Equipment  Corp.  just 
eiko  Epson  Corp.  as  a  laptop  part- 
there  are  rumors  that  workstation 
n  Microsystems  Inc.  may  ask  Mat- 
Clectric  Industrial  Co.  to  jointly  de- 
ultimedia  computers,  which  will 
as  entertainment  and  education 

ALLENGE.  America's  computer  mar- 
tee  little  competition  from  Japan  in 
me  coputers.  That's  not  true  for 
where  Japanese  autos  continue  to 
?.  share.  For  that,  Japan  can  thank 
ipital  spending  and  R&D.  In  1990, 
;op  five  auto  makers  pumped  about 
on  into  R&D.  The  industry  as  a 
)ent  an  equal  sum  on  new  equip- 
t  last  year's  Tokyo  Motor  Show, 
auto  makers  showcased  the  latest 
jfficiency  and  environmental  tech- 
ncluding  electric  cars  and  so-called 
1  engines  that  save  gas  by  using  a 
with  a  higher  air-to-fuel  ratio.  "By 
!  environment  will  be  at  the  heart 
lese  auto  marketing,"  predicts  Ta- 
imiya,  an  executive  at  Tokyo-based 
minum  Co.,  a  supplier  of  sheet  alu- 
or  cars. 

Japan  is  in  a  better  position  than 
hallenge  a  cherished  frontier:  basic 
Last  year,  the  Japanese  poured  a 
7  billion  into  scientific  research,  and 
mese  government  wants  to  up  its 
s  Science  &  Technology  Agency  is 
to  double  government  spending  to 
»n  over  the  next  seven  years.  Even 
:ess  of  the  U.  S.  Superconducting 
ollider  project,  which  could  deepen 
irstanding  of  atomic  forces,  hinges 
lese  largesse. 

I't  be  misled  when  the  Nikkei  Stock 
drops  again,  a  real  estate  specula- 
1  bust,  or  yet  another  politician  is 
id  in  a  scandal.  It  may  sound  like 
's,  but  in  Japan  the  real  economic 
overwhelmingly  upbeat — as  long  as 
manufacturers  keep  their  check- 
aen  and  their  robots  humming. 

By  Neil  Gross  in  Tokyo 


EXPORTS  I 


A  YEAR  LATER:  U.S.  EXPORTS  DOUBLED  TO  $2  BILLION  IN  '91  AND  COULD  TOP  $3  BILLION  IN  '92 


OPERATION  DESERT  MARKET: 
A  THIRST  FOR  U.S.  GOODS 


The  Kuwaitis  are  snapping  up  everything  from  747s  to  Caprices 


When  Kuwaiti  Airways  Corp. 
revealed  at  last  summer's 
Paris  Air  Show  that  it  would 
spend  $2  billion  on  15  Airbus  Industrie 
jetliners  and  take  options  on  9  more, 
Washington  was  not  amused.  Robert  A. 
Mosbacher,  then  Commerce  Secretary, 
dashed  off  a  letter  to  Kuwait's  ruling  al- 
Sabah  family  suggesting  that  they  also 
keep  Boeing  Co.  in  mind.  The  message 
got  through:  Any  week  now,  Boeing  is 
expected  to  sign  a  $500  million  contract 
with  the  Kuwaitis  for  three  747s. 

Boeing  isn't  the  only  U.  S.  company 
enjoying  a  bit  of  pampering  in  Kuwait. 
One  year  after  the  liberation  of  the  tiny 
nation,  American  companies  have 
stormed  into  the  emirate,  hawking  ev- 
erything from  construction  rigs  to  Chev- 
rolet Caprices.  Indeed,  Kuwait  has 
steered  to  U.  S.  companies  roughly  70% 
of  the  initial  $600  million  in  contracts 
from  its  emergency  recovery  program, 
as  well  as  much  of  its  multibillion-dollar 
oil  industry  reconstruction  efforts.  In 
fact,  American  exports  to  Kuwait  last 
year  swelled  to  about  $2  billion — more 
than  double  1989's  prewar  level  of  $855 
million.  This  year,  the  Commerce  Dept. 
projects,  exports  could  hit  $3  billion. 

That's  good  news  for  the  Bush  Admin- 
istration. Although  Iraq's  Saddam  Hus- 
sein remains  in  power  and  Kuwait  has 
dragged  its  feet  on  political  reform. 


Bush  can  at  least  point  to  some  big  eco- 
nomic dividends  for  the  U.  S.  from  the 
gulf  war — often  at  the  expense  of  once 
dominant  European  and  Japanese  rivals. 
Says  one  White  House  official:  "We're 
very  pleased  with  the  business  climate" 
in  Kuwait. 

Of  course,  not  every  U.  S.  company 
can  tell  tales  of  conquest.  Kuwait's  early 
reconstruction  efforts  have  been  poorly 
organized  and  routed  exclusively 
through  the  office  of  the  Crown  Prince, 
where  deals  have  been  known  to  be  mys- 
teriously deep-sixed  at  the  last  moment. 
JOYRIDES.  Such  problems  aside,  a  num- 
ber of  U.  S.  outfits  are  having  a  sweet 
time  of  it.  Bechtel  Group  Inc.,  the  San 
Francisco-based  global  engineering  com- 
pany, pulled  in  about  $1  billion  helping 
put  out  the  nearly  650  oil  wells  torched 
by  Saddam's  retreating  troops.  And  it 
stands  to  lap  up  even  more  work.  The 
state-owned  Kuwait  Oil  Co.  recently  be- 
gan the  second  phase  of  reconstruction, 
which  includes  drilling  300  new  wells, 
repairing  200,  and  fixing  gas  and  oil  sep- 
arator systems.  Such  U.  S.  oil-patch  out- 
fits as  Dallas-based  Halliburton  Co.  have 
also  won  a  piece  of  the  action.  In  all,  the 
Kuwaitis  will  probably  spend  $8.5  billion 
over  10  years  reviving  their  oil  industry. 

Then  there's  Detroit's  Big  Three, 
which  are  enjoying  their  own  joyride  in 
Kuwait.  Together,  the  three  rang  up 
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1991  sales  of  $700  million,  as  Kuwaitis 
began  to  replace  the  estimated  250,000 
to  300,000  cars  looted  and  destroyed  by 
the  Iraqis.  The  emirate  has  become  a 
major  market  for  the  Chevrolet  Caprice, 
whose  23-gallon  gas  tank  and  powerful 
air  conditioning  made  it  the  getaway  car 
of  choice  during  the  war.  Now,  it's  a 
favorite  among  the  region's  police. 
PHONE  BID.  Other  companies  see  gold  in 
Kuwait  as  well,  but  they  may  have  to 
wait  a  bit  for  their  share.  Take  Ameri- 
can Telephone  &  Telegraph  Co.,  which 
won  praise  for  rigging  makeshift  phone 


service  right  after  the  fighting  stopped, 
so  folks  could  call  out  of  Kuwait,  gratis. 
Now,  AT&T  has  a  strong  shot  at  getting 
part  of  a  new  $1  billion  phone  system. 

How  long  can  American  companies 
bank  on  gratitude?  "The  real  question 
for  me  is  whether  the  U.  S.  will  do  well 
in  1998  when  the  foreign  competition 
will  surely  stiffen,"  says  Representative 
Lee  H.  Hamilton  (D-Ind.),  who  heads  the 
foreign  affairs  subcommittee  responsi- 
ble for  the  Middle  East.  While  European 
and  Japanese  rivals  have  lost  some 
choice  deals,  they  remain  a  formidable 


presence.  Kuwait,  for  instance,  like! 
will  go  ahead  with  a  $1  billion  deal  wit 
Mitsubishi  Electric  Corp.,  struck  in  198! 
to  construct  a  new  power  plant. 

For  now,  though,  the  Kuwaiti  apprec 
ation  of  things  American  is  runnin 
strong.  Through  1996,  the  Kuwaitis  wi 
spend  roughly  $25  billion  to  put  thei 
country  back  together.  That  gives  U.  ^ 
executives  plenty  of  reason  to  work  th 
kingdoms  of  Arabia.  ; 

By  Brian  Bremner  in  Washington,  wit] 
John  Rossant  in  Rome  and  Peter  Coy  i\ 
New  York 


Commentary/by  Howard  Gleckman 

WHY  BUSH'S  BUDGET-SHUFFLING  DOESN'T  ADD  UP  TO  GROWTH 


I 


|f  President  Bush  were  a  stockbro- 
[  ker,  he  might  be  accused  of  churn- 
ling.  The  growth  package  he  an- 
nounced on  Jan.  28  shuffles  the  policy 
portfolio  but  offers  little  in  the  way  of 
fundamental  change.  Sometimes,  the 
White  House  actually  fights  with  it- 
self, subsidizing  and  penalizing  essen- 
tially the  same  activity  (table). 

And  in  a  grand  old  election-year  tra- 
dition. Bush  wants  to  borrow  from  the 
future  to  boost  growth  now.  He  would 
pass  out  some  goodies  before  Novem- 
ber, only  to  whisk  them  away  within  18 
months.  The  result:  a  spurt  in  con- 
sumption that  may  well  give  way 
to  a  drop  in  activity  in  1993. 

The  shuffling  is  evident 
throughout  Bush's  budget.  His 
real  estate  proposals  give  away 
money  but  do  little  to  boost  long- 
term  growth.  His  profamily  pro- 
posals subsidize  children  but  not 
marriage.  The  conflicts  are  even 
clearer  in  the  President's  pro- 
posed savings  incentives. 
SAVE  OR  SPEND?  The  White 
House  wants  to  shift  resources 
away  from  current  consumption 
and  toward  future  investment. 
But  a  closer  look  suggests  other- 
wise. One  vehicle  to  encourage 
private  saving  is  the  Flexible  Indi- 
vidual Retirement  Account,  a  gen- 
erous tax-free  investment  plan. 
But  by  allowing  the  money  to  be 
withdrawn  for  medical,  education, 
and  home-buying  costs,  the  plan 
also  tries  to  boost  consumption. 
And  at  the  same  time  that  the 
Administration  offers  new  tax 
breaks  for  IRAs,  it  would  slash 
tax  breaks  for  people  who  do 
their  long-term  saving  through  in- 
surance-company annuities. 
Bush's   real   estate  proposals 
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would  likewise  do  little  to  increase 
long-term  growth  (page  37).  First-time 
home  buyers  not  only  can  make  a  pen- 
alty-free withdrawal  of  their  IRA  mon- 
ey for  their  downpayment  but  they 
would  also  enjoy  a  $5,000  tax  credit  for 
houses  they  buy  this  year.  That  may 
spur  construction  now  but  could  mean 
a  marked  slowdown  a  couple  of  years 
from  now.  Says  economist  Joel  Prak- 
ken  of  Lawrence  Meyer  &  Associates: 
"You'll  get  a  real  whipsawing  effect." 

At  least  the  housing  proposal  would 
boost  construction  in  the  short  run. 
That's  more  than  you  can  say  for  an- 


RHETORIC  i 

PRESIDENT  BUSH  PROMISES  TO: 

i  REALITY 

BUT  HIS  BUDGET  OFFERS: 

Encourage  businesses  to 
accelerate  investment 

An  investment  tax 
allowance  that's  equal 
to  only  a  1%  invest- 
ment tax  credit  and 
does  little  for  small 
business 

Spur  construction 

Tax  breaks  for  passive 
losses  that  will  raise 
values  but  will  do 
nothing  to  increase 
demand  for  com- 
mercial projects 

Strengthen 

the  family  ^^"^^ 

An  increased 
personal  exemption 
that  averages  out  to 
only  $75  per  child. 
And  the  tax  code  still 
discourages  marriage 

Promote  savings 
and  investment 

•  -a 

A  mixed  message: 
Yes,  the  IRA  proposal 
is  generous,  but  most 
other  tax  proposals ' 
spur  consumption. 

m  mm 

DATA.  PRESIDUT'S  S1AIE  OF  THE  UNION  AODRESS.  OmU  Of  MANAGEMENT  S.  BUOtn,  URBAN  INSTITUTE 

other  measure,  which  would  allow  de- 
velopers to  use  losses  from  one  project 
to  offset  their  tax  liability  on  profits 
from  other  deals. 

MIXED  MESSAGE.  With  an  office-vacan 
cy  rate  of  nearly  20%,  a  tax  break  foi 
developers  is  unlikely  to  put  a  single 
carpenter  or  mason  back  on  the  job 
What  it  would  do  is  increase  asset  val- 
ues, forestall  some  foreclosures,  and 
perhaps,  keep  a  few  bank  lenders  alive 
for  a  while  longer.  But  it  would  d 
nothing  for  commercial  real  estate's 
real  problem — too  little  demand  for  toe 
much  inventory. 

Investment  in  human  capital 
suffers  from  the  same  kind  olf 
shuffling.  Bush  is  trumpeting  hie| 
support  for  families.  And  h( 
points  to  two  specific  proposals 
the  $500-a-kid  increase  in  the  per 
sonal  exemption  and  beefed-uj 
funding  for  Head  Start,  the  pre 
school  program.  But  by  subsidiz 
ing  the  cost  of  children  withou 
ending  the  tax  penalty  on  marriec 
couples,  the  "profamily"  Presi 
dent  sends  a  mixed  message. 

As  for  Head  Start,  it  turns  ou 
that  the  big  boost  in  funding  ii 
only  for  the  coming  fiscal  year 
Over  the  remaining  four  years  o 
the  Bush  budget.  Head  Star 
would  be  frozen  at  1993  levels 
And  according  to  the  Urban  Insti 
tute,  spending  for  all  human-re 
sources  programs,  except  healt] 
care,  would  decline  by  more  tha' 
a  full  percentage  point  of  gros 
domestic  product  over  the  nex 
five  years. 

The  Bush  economic  packag 
seems  increasingly  Oz-like 
There's  a  lot  of  noise  and  smoke 
but  look  closely,  and  there  isn 
very  much  behind  the  curtain. 


Si 
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ADARYS  (LEFT)  HOUSE  HUNTING:  DESPITE  THE  BREAK,  THEY'LL  LEASE  INSTEAD  OF  BUY 


BREAK  FOR  HOME  BUYERS 
-BUT  WHAT  ABOUT  THE  ECONOMY? 


:perts  say  Bush's  tax  credit  may  amount  to  a  drop  in  the  bucket 


■or  James  Ahern  and  his  wife,  Kim 

■  Dobbins,  President  Bush's  offer  to 
give  them  $5,000  for  buying  their 

;t  home  was  welcome  news.  The  Chi- 
fo  couple  had  been  looking  for  a 
ise  before  the  State  of  the  Union  mes- 
^e,  and  now  they're  ready  to  bid  on  a 
?0,000  condominium  in  Chicago's 
ndy  Lincoln  Park  section.  Speaking  of 
:  tax  credit,  Ahern  says:  "It's  just  ic- 

■  on  the  cake." 

)ther  house  hunters  may  share 
ern's  sentiment.  The  proposed  tax 
dit  seems  to  be  a  sweetener  for  buy- 

who  were  already  browsing  in  a  mar- 
;  that  features  eager-to-please  sellers 
1  low  mortgage  rates.  If  Bush  gets 

way,  a  first-time  buyer — defined  as 
neone  who  has  not  owned  a  home  in 
;  past  three  years — will  be  able  to 
:e  a  tax  credit  of  up  to  $5,000,  with 
!  credit  applied  evenly  against  1992 
d  1993  taxes.  The  Administration 
ims  the  incentive  will  boost  housing 
rts  by  125,000  this  year,  to  1.2  million, 
at  would  increase  new  construction 
ivity  by  about  $12  billion  spread  over 
)2  and  into  early  1993. 
3ut  many  economists  aren't  convinced 
it  the  tax  credit  makes  much  sense, 
ey're  just  as  skeptical  of  a  proposal  to 
Dw  penalty-free  withdrawals  from  in- 
idual  retirement  accounts  for  down- 
^ments  and  one  that  would  make  capi- 

losses  for  home  sellers  deductible, 
ousing  is  already  in  an  upturn,"  ar- 


gues Lacy  Hunt,  chief  economist  of  the 
Hongkong  Bank  Group. 

In  fact,  housing  starts  have  been  ris- 
ing slowly  since  last  spring.  And  most 
forecasters  expected  the  rebound  to  con- 
tinue this  year  even  before  the  Presi- 
dent's plan.  The  National  Association  of 
Home  Builders  projects  that  without  the 
credit,  starts  would 
have  risen  to  1.2  million 
this  year,  from  1  million 
in  1991.  With  the  incen- 
tives, the  NAHB  projects 
that  starts  this  year  will 
hit  1.4  million  and  rise 
to  1.53  million  in  1993 
(chart).  But  that  rise 
comes  at  the  expense  of 
starts  in  1994  and  1995. 

Congress  must  still 
pass  the  tax  plan,  but 
buyer  traffic  and  phone 
calls  to  realtors  have 
picked  up  in  some  ar- 
eas.  Says   Eric  Elder, 
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marketing  vice-president  at  Kaufman  & 
Broad  Home  Corp.  in  Los  Angeles  (page 
122):  "We've  had  at  least  one  sale  writ- 
ten because  somebody  was  confident 
they  could  pull  money  out  of  an  IRA." 

Most  buyers  who  need  to  tap  an  IRA 
or  could  use  the  extra  $5,000  are  likely 
to  wait  until  the  legislation  is  passed. 
That  means  home  sales  may  actually 
sink  in  the  next  few  months.  And  even  if 
the  plan  exits  Congress  intact,  econo- 


mists wonder  if  the  White  House  is  over- 
stating the  boost  to  the  housing  indus- 
try. "There  is  less  family  formation 
going  on  now  than  in  the  past,  so  there 
are  fewer  people  who  can  take  advan- 
tage of  this,"  says  Alan  C.  Lerner  of 
Bankers  Trust  Co.  In  addition,  since  the 
plan  applies  to  the  purchase  of  existing 
as  well  as  new  homes,  the  effect  on 
construction  may  be  muted. 

Even  if  all  goes  according  to  plan,  the 
tax  credit  may  make  barely  a  ripple  in 
the  economy.  The  extra  cash  won't  show 
up  until  early  1993,  and  by  that  time,  the 
recovery  should  be  chugging  along  nice- 
ly. The  stimulus  might  not  amount  to 
much,  anyway.  Even  if  the  govern- 
J  ment's  estimate  is  correct  that  250,000 
home  buyers  would  qualify,  the  credit 
would  pump  just  $625  million  into  the 
economy  in  each  of  the  next  two  years. 
That's  piddling  next  to  the  more  than  $4 
trillion  consumers  spend  each  year. 
NOT  EVEN  CLOSE.  The  tax  credit  also  does 
little  to  solve  the  biggest  hurdle  to  home 
ownership:  amassing  the  up-front  costs, 
which  can  total  $25,000  for  a  $100,000 
starter  home.  Marcie  Adary  would  rath- 
er see  some  help  getting  over  that  obsta- 
cle. "It's  too  hard  to  save  up  for  a  down- 
payment  when  you're  trying  to  raise  a 
family,"  she  complains.  Adary  and  her 
husband,  Nadav,  have  been  looking  for  a 
home  near  San  Mateo,  Calif.,  for  about  a 
month.  But  with  homes  in  the  area  sell- 
ing at  around  $300,000,  their  savings 
don't  come  close  to  covering  the  closing 
costs  and  downpayment.  So  they're  look- 
ing into  a  lease  option.  That  would  allow 
them  to  lease  a  house  with  part  of  the 
rent  going  toward  the  downpayment. 
If  the  credit  market  stays  spooked, 
the  Adarys  may  find 
lots  of  company  in  the 
just-looking  category. 
In  early  January,  30- 
year  fixed-rate  mort- 
gages averaged  8.31'^, 
and  7.78%  mortgages 
were  widely  available, 
reports  HSH  Associates, 
a  New  Jersey-based 
publisher  of  mortgage 
data.  But  by  Jan.  30, 
the  average  had  jumped 
to  8.83%.  The  higher 
rate  will  keep  some 
families  from  qualifying 
for  a  mortgage. 


BORROWING  FROM 
THE  FUTURE 


WITHOUT  CREDIT 
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Despite  the  recent  uptick  in  mortgage 
rates,  most  economists  still  expect  resi- 
dential real  estate  to  continue  its  slow 
mend.  The  lure  of  $5,000  checks  may 
even  add  some  vigor  to  a  shallow  hous- 
ing rebound — for  a  while.  But  don't  ex- 
pect it  to  lay  the  foundation  for  a  sturdy 
recovery. 

By  Kathleen  Madigan  in  New  York,  with 
David  Greising  in  Chicago,  Kathleen 
Kerwiyi  in  Los  Angeles,  and  bureau  reports 
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CAMPAIGN  FINANCE  I 


THE  YEAR  OF 
CAMPAIGNIKG  CHEAPLY 


Candidates  aren't  raising  nearly  as  much  this  season.  Maybe  that's  good 


Last  fall,  as  Democrats  were  lining 
up  for  the  Presidential  race,  the 
conventional  wisdom  said  that  Bill 
Clinton,  governor  of  the  impoverished, 
sparsely  populated  state  of  Arkansas, 
would  have  trouble  raising  money.  Char- 
ismatic Senator  Bob  Kerrey 
of  Nebraska  would  easily  tap 
Hollywood's  mother  lode,  giv- 
ing him  a  headstart  in  the 
race.  Labor-backed  Senator 
Tom  Harkin  of  Iowa  would 
be  bankrolled  by  unions.  And 
President  Bush  would  have 
so  much  fund-raising  power  that  no  Re- 
publican would  dare  challenge  him. 

So  much  for  conventional  wisdom.  By 
the  end  of  1991,  Clinton  had  raised  $3.'3 
million,  including  an  astounding  $1.5  mil- 
lion in  Arkansas  alone,  according  to  new 
data  filed  with  the  Federal 
Election  Commission  (FEC). 
In  January,  despite  allega- 
tions of  marital  infidelity 
that  nearly  derailed  his 
candidacy,  the  Clinton  cam- 
paign pulled  in  an  addition- 
al $1.6  million.  Meanwhile, 
Kerrey's  charisma  seemed 
to  shrivel  in  the  New 
Hampshire  cold.  Through 
the  end  of  January,  he  had 
raised  only  $2.9  million.  Of 
that,  a  substantial  $400,000 
came  from  entertainment- 
industry  moguls,  but  Clin- 
ton is  running  neck-and- 
neck  with  Kerrey  in  the 
Southern  California  money 
race. 

GRASS  ROOTS.  Harkin, 
meanwhile,  has  pulled  in 
$180,000  from  organized  la- 
bor— a  respectable  but  not 
awe-inspiring  sum.  Har- 
kin's  total  for  1991  is  $2.2 
million,  not  including  January  figures, 
which  the  candidate  won't  release.  A 
large  portion  of  his  money  comes  from 
political  action  committees — $115,000  at 
yearend — and  from  "low-dollar  activ- 
ists," according  to  a  spokeswoman.  Har- 
kin's  average  direct-mail  contribution 
from  individuals  is  $38.  Harkin  has  done 
well  among  Florida's  Jewish  community 
and  in  Iowa,  his  home  state.  Aides  to 
Jerry  Brown  say  he  had  raised  about 
$500,000  by  Dec.  31,  but  names  of  con- 


tributors were  not  available  at  the  FEC. 

The  power  of  incumbency  has  allowed 
President  Bush  to  collect  $10  million, 
more  than  all  his  rivals  put  together. 
But  his  grip  on  GOP  purse  strings  hasn't 
kept  right-wing  commentator  Patrick  J. 

Buchanan  from  mounting  a 
spirited  challenge  in  the  New 
Hampshire  primary  on  Feb. 
18.  Buchanan  used  direct  mail 
to  raise  $707,000  through 
Dec.  31. 

Candidates  don't  need  huge 
war  chests  to  compete  in 
New  Hampshire.  Former  Massachusetts 
Senator  Paul  E.  Tsongas  had  raised  just 
over  $1  million  as  of  yearend  and  is 
struggling  to  pay  the  rent  on  his  cam- 
paign headquarters.  But  he's  running 
only  a  few  points  behind  Clinton  in  the 


d  the  most 
success  leveraging  his 
eariy  money.  Among  his 
upporters:  Wal-Mart 
er  Sam  Walton  and 
ers  of  his  clan,  who 
ed  up  $12,000 


polls.  Tsongas  raised  a  further  $250,000 
in  the  past  10  days,  and  he  may  find 
fund-raising  easier  if  he  wins  or  places 
in  New  Hampshire. 

As  always  in  politics,  early  money  can 
lead  to  front-runner  status,  which  fur- 
ther opens  the  cash  spigot.  Such  funds 
will  become  vitally  important  in  the 
three  weeks  following  New  Hampshire, 
when  23  other  states  hold  primaries  or 
caucuses. 

Clinton  has  been  especially  successful 


at  leveraging  his  early  money.  Arkansa; 
supporters,  including  executives  of  sucl 
home-state  companies  as  Tyson  Foods 
Wal-Mart  Stores,  broker  Stephens  Inc. 
and  nursing-home  chain  Beverly  Enter 
prises,  came  through  with  contribution: 
soon  after  Clinton  announced  his  candi 
dacy  in  October.  Wal-Mart  founder  San 
M.  Walton  and  14  other  members  of  hi; 
clan  gave  $12,000. 

UNSUNG  HERO.  Although  individual  con 
tributions  are  limited  to  $1,000,  Clintoi 
took  in  no  less  than  $900,000  from  : 
single  December  event  at  Little  Rock': 
Excelsior  Hotel.  Publicly,  Clinton's  trea 
surer,  Robert  A.  Farmer,  gets  most  o 
the  credit  for  these  successes,  thougl 
until  recently  he  was  on  leave  from  thi 
campaign.  But  campaign  sources  say  th' 
unsung  hero  is  Rahm  I.  Emanuel,  32,  ; 
Chicago  native  who  raised  funds  fo 
Mayor  Richard  M.  Daley  and  for  Mid 
western    congressional  Democrats 
Emanuel  tapped  into  Wall  Street's  lai 
gess  with  the  help  of  Goldman,  Sachs  (? 
Co.  partner  Kenneth  D.  Brody,  whos' 
Dec.  10  party  for  Clinton  attracted  do^ 
ens  of  investment  bankers,  brokers,  law 
yers — and  $287,000  in  contributions. 
Kerrey  has  reached  his  share  of  luni 
naries.  The  list  includes  i\ 
tired  IBM  Chairman  Thon 
as  J.  Watson  Jr.,  autho 
Thomas  J.   Peters,  Plav 
boy  Enterprises  Presiden 
Christie  A.  Hefner,  I'.  > 
West  President  Richard  I 
McCormick,  Amerada  Hfs 
President  Leon  Hess,  an 
Enron  Chairman  Kennel 
L.  Lay.  Kerrey's  Holl\ 
wood  backers  include  pr( 
ducer  Norman  Lear,  dii-tM 
tor  Lawrence  Kasdan,  an 
agent  Michael  Ovitz.  Ado 
Robert  Redford,  thougl i,  i 
playing  hard  to  get.  So  fai 
only  Harkin  has  gotten 
check   with   that  famou 
autograph.  Other  Denn 
crats  would  love  an  ei 
dorsement  from  RefUVin 
whose  decisions  influeiic 
many  liberal  activists 

In  all,  the  top  seven  cai 
didates  have  raised  ju: 


under  $20  million.  At  this  point  fou 
years  ago,  13  candidates  had  raised  $10 
million.  The  drop-off  is  a  result  of  th 
late-starting  campaign,  the  small  field  c 
candidates,  and  the  recession. 

Maybe  that's  healthy.  Amid  earl 
signs  that  voters  are  paying  more  atter 
tion  to  candidates'  messages  than  t 
slick,  30-second  TV  spots,  tight  mone 
just  might  produce  a  campaign  that' 
more  than  sound  bites  and  fury. 

By  Paula  Dwyer  in  Washingto 
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TODAY  IS  THE  FIRST  DAY 
OF  THE  REST  OF  YOUR  LEASE 


2992  Acura  Legend 


You've  heard  them  all.  Carpe  diem.  Live  life  to  the  fullest.  Make  the 
most  of  every  mome}it.  But  you  can't  possibly  grasp  the  full  meaning  of 
such  expressions  until  you  find  yourself  behind  the  wheel  of  a  24-valve, 
200-horsepower  Legend  Sedan  or  Legend  Coupe. 

Which  is  why  we  recommend  a  visit  to  your  Acura  dealer.  There, 
you'll  have  the  pleasure  of  hearing  about  some  extremely  low  month- 
ly lease  rates  with  some  very  flexible  terms.  Thanks  to  a  leasmg 
program  that  has  been  developed  by  the  American  Honda  Fmance 
Corporation,  you  could  be  parking  a  brand  new  Legend  in  your 
driveway  in  just  a  few  hours.  Of  course,  as  you  might  have  guessed,  this 
opportunity,  like  time  itself,  is  fleeting. 

So,  don't  just  sit  there.  Do  something.  Not  tomorrow.  Not  the  day 
after  tomorrow.  Not  a  week  from  now  See  your  Acura  dealer  or  call 
1-800-TO-ACURA  for  the  name  of  your  nearest  Acura  dealer. 

And  don't  just  seize  the  day. 
Seize  the  lease. 


rt)  ACURA 

V_V  PRECISION  CRAFTED  PERFORMANCE 


©  J992  Acurn  Division  of  American  Honda  Motor  Co..  Inc.  Acura  and  Legend  are  registered  trademarks  of  Honda  Motor  Co.,  Ltd. 


COMPUTERS  I 


THEY'RE  SLASHING 
AS  FAST  AS  THEY  CAN 


The  PC  price  wars  are  escalating,  and  there's  no  end  in  sight 


RIPE  APPLES  AT  A  MANHATTAN  RETAILER:  MAC  CLASSICS  HAVE  BEEN  REDUCED  10% 


Can't  afford  a  new  personal  comput- 
er? Wait  a  minute. 
In  a  sink-or-swim  scramble  for 
market  share,  the  industry's  top  PC  mak- 
ers have  escalated  a  noisy  price  war.  On 
Feb.  4,  both  Apple  Computer  Inc.  and 
Dell  Computer  Corp.  slashed  prices  by 
as  much  as  38".  Apple  even  made  107( 
cuts  on  its  inexpensive  Classics  and 
dropped  13''  off  the  price  of  the  Power- 
Book  100,  its  four-month-old  notebook 
computer.  Vows  Dell  sales  chief  Joel  J. 
Kocher:  "We're  not  going  to  take  the 
heat  off."  Neither  is  the  competition.  Ze- 
nith Data  Systems  Corp.  is  ready  to  cut 
prices  by  up  to  26?^  on  its  desktop  and 
portable  models  on  Feb.  10. 

Those  are  just  the  most  recent  reduc- 
tions. During  the  past  two  months,  at 
least  a  dozen  other  companies,  from  IBM 
to  Compaq  to  Zeos  International,  have 
slashed  the  suggested  retail  price  on 
their  computers.  The  results  are  dramat- 
ic. Today,  a  PC  powered  by  an  Intel  Corp. 
80386  microprocessor  can  be  purchased 
for  $1,200.  That  same  PC  cost  $1,600  just 
six  months  ago  and  $3,500  a  year  ago. 

Behind  all  this  cutting  are  executives 
hell-bent  on  revenge.  PC  prices  began 
their  nosedive  in  1991,  when  such  up- 
starts as  Dell,  XST  Research,  and  Zeos 
began  to  buv  market  share  from  indus- 


try stalwarts  IBM  and  Compaq  Computer 
Corp.  This  year,  those  behemoths  are 
determined  to  buy  it  back.  Says  William 
Y.  Tauscher,  CEO  of  the  ComputerLand 
Corp.  chain  of  computer  stores:  "Com- 
paq and  IBM  know  in  the  bottom  of  their 
hearts  they  have  to  stop  losing  market 
share.  And  the  only  way 
that's  going  to  happen  is 
cutting  prices  again." 
SAVVY  BUYERS.  To  be  sure, 
price  cuts  are  nothing  new 
in  the  PC  industry.  As  new 
technologies  hit  the  mar- 
ket, older  ones  slip  in 
value.  Historically,  that 
has  meant  annual  price 
declines  of  about  10''i^ 
on  new  PCs.  But  the 
trend  didn't  hold  up 
last  year,  when  prices 
dropped  25''c,  says  In- 
ternational Data  Corp.  The 
bottom  line:  In  1991,  for  the  first  time  in 
the  PC  industry's  history,  worldwide 
sales  dropped  8.3 /i,  to  $45.7  billion — de- 
spite a  4''  increase  in  the  number  of 
computers  sold. 

The  competition  can  only  get  worse. 
Today,  one  in  every  four  people  in  the 
U.  S.  uses  a  computer.  That  means  not 
only  that  there  are  fewer  new  buyers 


but  also  that  there  are  more  shoppers 
savvy  enough  to  bargain-hunt  beyond 
such  brand  names  as  IB.M  and  Compaq. 

Then  there's  the  downward  spiral  in 
component  costs.  Prices  on  Intel's  386 
chips,  for  example,  have  plummeted  35% 
since  mid-1991,  thanks  to  new  competi- 
tion from  chipmaker  Advanced  Micro 
Devices  Inc.  And  a  glut  in  disk  drives 
has  caused  a  40%  price  drop  in  the  stor- 
age medium  in  1991.  "There  are  too 
many  PC  companies  [and]  too  many  disk 
drive  companies,  and  there's  no  differen- 
tiation among  their  products,"  says  Ste- 
phen M.  Berkley,  CEO  of  computer  disk 
drive  maker  Quantum  Corp.  "Layer  on 
that  very  slow  worldwide  demand,  and 
you  see  these  huge  price  declines." 
NO  LETUP.  To  cope  with  lower  prices  and 
declining  gross  margins,  PC  makers  are 
desperately  trying  to  cut  costs.  Compaq, 
for  example,  has  watched  its  margins 
plummet  from  a  high  of  45%  to  about 
So'''.  Last  year,  it  posted  a  $70.3  million 
quarterly  loss,  underwent  its  first-ever 
layoffs,  and  ousted  Chief  Executive  Rod 
Canion.  Now,  Compaq  vows  to  come 
back.  New  CEO  Eckhard  Pfeiffer  says  he 
has  not  yet  made  a  decision  on  whether 
Compaq  will  match   Dell's   new  low 
prices.  But  he  vows  to  "hang  in  there 
and  battle  it  out." 
nX      His  major  rivals  are  hang- 
\\    ing  in  there  with  him.  Take 
|j   Ai)ple.  The  shift  to  lower- 
//   priced  Macintoshes  forced 
Apple's  gross  margins  down 
from  bl'f  at  the  close  of  1990 
to  about  44%  at  the  end  of  1991. 
But  that  was  offset  by  a  12.9% 
reduction   in   operating  ex- 
penses— chiefly  because  of  lay- 
offs. The  end  result:  a  10%  in- 
crease in  net  income  for  the 
quarter  just  reported  and 
another    round  of 
price  cuts.  Says  Rob- 
ert L.  Puette,  Apple's 
president    of    U.  S. 
sales:  "We  can  contin- 
ually make  our  prod- 
ucts more  price-compet- 
itive. And  we  will." 

His  determination 
means  some  companies 
have  to  get  hurt.  They're 
ikely  to  be  clonemakers 
without  the  deep  pockets 
to  sustain  further  cuts. 
Says  .AST  Research  Inc.  co- 
founder  Thomas  C.  K.  Yuen:  "Anyone 
who  thinks  this  is  going  to  blow  away 
hasn't  seen  the  handwriting  on  the 
wall."  For  consumers,  that  just  means 
that  this  PC  price  war  will  continue  to  be 
a  bonanza  of  bargains. 

By  Kathy  Rebel  I  o  in  San  Francisco,  with 
Stephanie  Anderson  Forest  in  Dallas 
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This  year, 
83,329  pieces  of  paper 
will  cross  the  average 
executive's  desk. 


Fortunately,  this  is 
no  average  desk. 

T 


It's  a  Mueller®  Piwmcia  desk  b\'  Haworth.  And  uncoverina  its  rich  wood  finish  is 
a  gratifv'ing  reward  tor  reaching  the  bottom  ot  a  long  da\  s  paperwork,  t  Still,  Haworth  desks  are 
better  known  as  a  reward  for  reaching  the  top.  In  fact,  the\''ve  been  a  s\'mbol  of  success  for  over  40 
years.  ▼  Isn't  it  time  vou  and  Haworth  crossed  career  paths?  For  more  information  about  our  compan\' 
and  our  complete  line  of  office  furniture,  call  Laura  Cramer  at  1-800-344-2600. 


HAWORTH  WORKS  FOR  BUSINESS. 


H/WORTH 


GRADY  MITCHELL  MAKES  EDDIE  BAUER  CLOTHING  BEHIND  BARS  IN  WASHINGTON  STATE 


THERE'S  PRISON  LABOR 

IN  AMERICA,  TOO  

Some  5,000  U.S.  iiimates  are  working  for  private  industry 


For  nearly  a  year,  the  Bush  Adminis- 
tration has  mounted  a  campaign 
against  imports  made  in  Chinese 
prisons.  But  few  people  seem  to  realize 
that  in  the  past  decade,  a  small  but  rap- 
idly growing  private-sector  prison  labor 
force  has  emerged  in  21  U.  S.  states. 

Although  there  are  clear  differences 
between  Chinese  and  U.  S.  prison  labor, 
the  parallels  can't  be  dismissed  out  of 
hand.  China's  millions  of  toiling  inmates 
dwarf  the  5,()(J0  or  so  prisoners  who 
work  for  private  companies  here,  accord- 
ing to  Criminal  Justice  Associates,  a 
nonprofit  research  group  in  Philadelphia. 
But  both  countries  argue  that  putting 
prisoners  to  work  prepares  them  for  ci- 
vilian life  and  that  inmates  should  help 
pay  for  prison  costs.  More  important, 
U.  S.  companies  and  Chinese  exporters 
share  a  primary  advantage  of  prison  la- 
bor: low  wages.  And  since  U.  S.  law 
bans  only  imports  of  prison  goods,  some 
companies  export  them  just  as  China 
does. 

NO  COERCION.  The  main  differences — 
and  they're  significant  ones — between 
the  U.  S.  and  China  are  that  China's  pop- 
ulation behind  bars  includes  political 
prisoners  and  that  inmates  are  forced  to 
work.  "No  one  puts  a  gun  to  your  head 
here  to  make  you  work,"  says  Criminal 
Justice  Associates  President  George 
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Sexton.  However,  even  that  distinction 
may  be  eroding.  Recently,  New  York 
has  begun  to  put  inmates  in  solitary  con- 
finement for  23  hours  a  day  if  they  re- 
fuse work  assignments.  Although  prison 
experts  say  other  states  are  moving  in 
the  same  direction,  no  one  appears  to  be 
using  such  coercion  with  prisoners  who 
work  for  private  companies. 

Prison  factories  have  existed  in  the 
U.  S.  since  the  early  1800s.  They  boomed 
in  the  1870s  but  were  almost  completely 
outlawed  during  the  Depression,  when 
companies  and  unions  protested  the  cut- 
rate  competition.  But  Congress  never 
banned  prison  products  such  as  license 
plates  and  furniture  that  are  sold  to  fed- 
eral, state,  and  municipal  agencies.  To- 
day, some  65,000  inmates  make  such 
goods,  earning  20$  to  90$  an  hour,  ac- 
cording to  prison  officials. 

Some  states  began  to  experiment  with 
private-sector  prison  work  again  in  the 


An  outcry  over  private 
prison  labor  in  Ohio 
has  legislators  considering 
a  bill  to  outlaw  it 


1970s.  The  idea  spread  after  Congres 
passed  a  law  in  1979  allowing  good 
made  in  state  prisons  to  be  sold  acros 
state  lines.  States  now  are  stepping  u| 
their  interest  as  prison  costs  rise.  Call 
fornia,  which  has  one  of  the  most  ambj 
■tious  programs,  began  using  youthfi 
offenders  in  1986  to  take  reservation 
for  Trans  World  Airlines  Inc.  In  199( 
voters  authorized  private  prison  wor. 
for  adults.  Several  companies,  includin 
a  telephone  answering  service,  alrt-ad 
have  set  up  shop  in  California  prison; 
and  officials  hope  eventually  to  lia\' 
5,000  of  the  state's  102,000  prisoners  n 
private  payrolls. 

In  attacking  such  programs,  liv; 
companies  echo  a  complaint  that  the  .A( 
ministration  makes  about  the  Chincsi 
Prison  factories  can  use  cheap  labor  l 
undercut  competitors.  Prison  officialw  a; 
gue  that  they  encourage  work  that  otl 
erwise  would  go  overseas  and  that  tli 
1979  law  requires  them  to  pay  the  ].>r< 
vailing  wage.  But  that's  not  always  trui 
GREAT  DEAL.  Take  Exmark  Corp.,  a  snia 
packaging  company  headquartered  ii 
side  a  prison  in  Monroe,  Wash.  Exniar 
employs  about  85  inmates  to  wrap  snf 
ware  and  other  items  for  companir 
such  as  Microsoft  Corp.  and  Nintend 
Co.  It  pays  the  minimum  wage  of  .$4.j! 
an  hour  but  no  medical  benefits  and  on  I 
$1  a  year  in  rent.  Despite  the  inefficici 
cies  of  working  in  prison,  the  deal  is  s 
good  that  Exmark  just  contracted  for 
second  workshop  that  will  employ  up  t 
50  more  inmates. 

That  angers  Chuck  Egner,  the  presf 
dent  of  PAC  Services,  a  packaging  con 
pany  in  Redmond,  Wash.  He  pays  a 
average  of  $6.50  an  hour,  $1  more  i 
health  benefits,  and  unsubsidized  ren  ! 
Exmark  "can  always  be  30%  under  u;  i 
and  our  tax  dollars  support  that  dar  \ 
prison  up  there,"  fumes  Egner. 

Cheap  prison  labor  also  helps  sonv 
companies  to  compete  overseas.  Nyma' 
Marine  Corp.  employs  about  13  Monro 
inmates  to  make  boat  lifts,  used  to  moo 
pleasure  boats.  The  company,  whos 
sales  soared  240'/^  in  1991,  exports  t 
Denmark,  Holland,  and  France.  j 

Unions  don't  like  prison  work,  eithei 
particularly  if  it  takes  away  jobs  fror 
workers  on  the  outside.  In  Ohio,  a  Jap< 
nese-owned  company  called  Weastec  In(  < 
contracted  with  a  state  prison  in  1989  t  ' 
employ  about  60  inmates  to  assembl  j 
wiper  and  lighting  switches  for  Hond  • 
Accords  built  in  Marysville,  Ohio.  Bu. 
the  issue  has  provoked  such  a  politicj 
outcry,  including  a  state  assembly  bill  t 
outlaw  all  private  prison  work,  tha 
Weastec  plans  to  shift  the  work  to 
nearby  out-of-prison  plant.   "The  pic 
neers  catch  all  the  arrows,"  says  Wea^ 
tec  plant  manager  Les  Bloedel,  who  ai 


A  corn  sprout  grows  rrom  wis  Kernel  or  iruxn 


I 


Up  to  twelve  different  messages  can  be  programmed  in  a 
changeable  traffic  signal  Schott,  a  pioneer  in  special  glass, 
developed  complete  optical  systems  to  enable  traffic  to  be 
optimally  controlled  under  all  conditions. 


he  corn  sprout  conducts 
untight  down  to  its  root 
p.  From  there,  light  con- 
ols  the  young  plant's 
rowth. 


No  two  ways  about  it  -  we  must 
admit  that  our  ligtit  conducting 
glass  fibers,  known  as  optical 
fibers,  aren't  exactly  thie  first  to 
light  the  way.  Take  corn,  for 
example.  The  tender  shoot  of  a 
germinated  kernel  conducts 
daylight  deep  down  to  the  very 
tip  of  its  root.  That's  the  con- 
trolling force  behind  the  growth 
of  a  corn  sprout. 

 Optical  fibers  are  ideal 

for  controlling  and  conducting 
light.  Like  in  the  middle  of  traffic. 
Bundles  of  optical  fibers  con- 
duct light  from  halogen  lamps  to 
the  front  plate  of  traffic  signals. 
And  the  free  ends  of  optical 
fibers  are  where  traffic  mes- 


sages are  generated.  This  way, 
up  to  twelve  messages  can  be 
transmitted  by  a  single  traffic 
signal.  And  they  can  be  clearly 
seen  from  a  distance  -  even  in 
bad  weather. 

 Optical  fibers  for  traffic 

control,  available  from  Schott 
America,  are  just  one  "shining" 
example  of  their  application. 
Highly  transparent  optical  fibers 
also  control  switching  oper- 
ations in  power  plants  or 
transmit  data  between  com- 
puters. You'll  encounter  our 
fiber  optics  in  medicine,  analyt- 
ical instrumentation  and  in 
measurement  and  control 
technology.   We've   also  dis- 


covered a  new  application  for 
laser  conducting  systems. 

 Schott  worldwide:  50,000 

products,  50  production  facilities, 
represented  in  more  than  100 
countries,  with  over  $  1.5  billion 
in  sales. 

 Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 

 Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  BIO,  3  Odell  Plaza, 
Yonkers,  NY  10701. 

ra  SCHOTT 

Nobody  knows  more  about  glass. 


gues  thai  prison  labor  has  allowed 
Weastec  to  bring  related  jobs  to  Ohio. 

Because  U.  S.  inmates  have  few  other 
options,  many  are  willing  to  work  for 
wages  lower  than  they  would  get  on  the 
outside.  Still,  pay  is  an  issue.  Just  ask 
Grady  Mitchell,  a  murderer  doing  life  in 
Monroe.  Mitchell,  who  makes  Eddie 
Bauer  Inc.  and  other  clothing  for  a  gar- 
ment maker  called  Redwood  Outdoors, 


earns  a  piece  rate  pegged  to  the  S4.2.> 
an-hour  minimum  wage.  He  pays  federal 
income  taxes,  plus  15'^  that  the  state 
deducts  to  help  cover  the  S23,0{)0-a-year 
average  incarceration  cost.  It  deducts  37' 
more  for  "victim  restitution,"  although 
the  money  goes  into  the  state's  general 
fund.  "I  don't  think  it's  fair,"  says 
Mitchell.  "It's  ver\-  unclear  where  that 
money  is  going." 


China's  treatment  of  prisoners  may  b 
objectionable  on  humanitarian  ground: 
particularly  since  political  prisoners  ar 
jailed.  But  those  who  criticize  its  priso 
labor  per  se  might  be  missing  what  haj^ 
pens  in  their  own  country. 

By  Aaron  Bernstein  in  New  York,  Do' 
Jones  Yang  in  Monroe,  Zachary  Schiller  i 
Cleveland,  and  Russell  Mitchell  in  Sa 
Francisco 


FOREIGN  EXCHANGE  I 


REUTERS  UNVEILS 
SUPERTRADING 


Its  new  electronic  system  may 
radically  alter  currency  markets 


ack  in  the  fall  of  1989.  the  share 
price  of  Reuters  Holdings  PLC 
was  surging.  It  was  an  open  se- 
cret that  the  company  was  about  to 
launch  an  automated  trading  system 
that  promised  to  revolutionize  the  way 
banks  trade  currencies.  Analysts  salivat- 
ed over  potentially  huge  profits.  The 
only  problem:  It  was  never  introduced. 
Software  and  other  flaws  forced  one  em- 
barrassing delay  after  another. 

Reuters  shares  have  been  jumping 
again  lately.  This  time,  it  doesn't  look 
like  a  false  alarm.  Reuters  watchers 
say  the  company  will  soon  unveil  the 
long-awaited  Dealing  2000,  Phase  2, 
a  big  advance  over  existing  systems. 
An  announcement  could  come  Feb.  12, 
w^hen  Chief  Executive  Peter  Job  pre- 
sents the  company's  1991  earnings. 
Tradei-s  at  34  banks  in  New  York  and 
London  have  been  conducting  last-min- 
ute tests  since  late  Januaiy.  "We're  just 
waiting  for  the  word  to  go  live,"  says 
one  trader. 

The  launch,  if  it  wins  favor  with  cur- 
rency traders,  would  be  a  welcome  boost 
for  the  London-based  company.  Reuters 
has  spent  an  estimated  S80  million  devel- 
oping its  new  system  at  a  time  when  the 
company's  profit  growth,  which  aver- 
aged more  than  25""'  in  the  late  1980s, 
has  tailed  off  markedly  (chart). 
FAT  MARGINS.  The  two-year  delay  has 
been  costly  for  Reuters  in  other  ways, 
too.  Two  powerful  groups  are  currently 
developmg  similar  systems.  One,  called 
Electronic  Broking  Service  lEBSi,  is 
backed  by  11  giant  U.  S.  and  European 
banks,  including  Citibank,  Chemical,  and 
the  major  Swiss  and  British  banks.  Quo- 
tron  Systems  Inc..  Citi's  information-ser- 
nces  unit,  is  helping  with  technology. 
EES  could  be  available  by  early  1993. 

Financial  players  in  Japan,  meanwhile, 
have  another  enti-ant,  called  MINEX  Corp. 


LONDON  TRADERS:  THREE  NEW  SYSTEMS  WILL  VIE  FOR  THE  $600  BIUION-A-DAY  SPOT  MARKF 


Its  backers  include  Tokyo  Forex  Co.,  Ja- 
pan's leading  currency  broker;  telecom- 
munications carrier  Kokusai  Denshin 
Denwa;  and  18  big  Japanese  banks.  Dow 
Jones  &  Co.'s  Telerate  Inc.  unit  will  mar- 
ket MINEX  outside  of  Japan.  Planned 
launch  date:  April,  1993. 

The  target  of  all  three  ser\nces  is  the 
S600  billion  a  day  traded  in  the  world's 
spot  foreign-exchange  market.  Banks 
and  currency  brokers  conduct  about  half 
that  volume  by  phone.  The  rest  flows 
over  existing  electronic  systems.  95*^^ 
dominated  by  Reuters. 

The  present  telex-like  setups,  though, 
are  like  Model  T's  compared  with  what 
Reuters  and  its  rivals  have  in  the  works. 
They  promise  automated  matching. 
Traders  will  key  in  prices  anonymously, 
and  the  best  bid  and 
offer  will  be  visible  to 
all  market  partici- 
pants. Another  trader 
can  execute  a  trade  by 
simply  hitting  two 
buttons.  One  draw- 
back: If  equipment 
failure  leads  to  broken 
trades.  Reuters  plans 
to  let  brokers  sort  it 
out  themselves.  MIXEX 
has  already  said  it  will 
handle  some  liability. 

The  payoff  could  be 


REUTERS'  SLOWING 
GROWTH 


87       88       89  90 
▲  PERaNT  CHANGE  FROM  PREVIOUS  YEAR 


huge.  For  the  first  time,  informatio 
services  companies  such  as  Reuters  w 
be  reaping  revenues  from  each  transa 
tion,  not  simply  monthly  fees  for  scret 
rentals.  The  cost  will  be  about  $25 
trade.  That  may  sound  steep,  but  it 
less  than  half  what  a  broker  chargi 
Analyst  Paul  Norris  of  Barclays 
Zoete  Wedd  Ltd.  in  London  expects 
slow  takeoff  as  traders  get  used  to  tl 
system.  But  in  four  or  five  years, 
predicts  Reuters'  system  could  gam 
extremely  fat  profit  margins  of  407c 

The  three  rivals  each  claim  technic 
advantages  for  their  systems.  But  tl 
real  question  is,  which  one  will  acti' 
traders  want  to  use?  "If  a  system  h: 
liquidity,  dealers  will  use  it,"  says  Pet 
Bartko.  chairman  of  EBS's  steering  coi 
mittee.  Reuters  h 
the  edge  there.  It's 
ready  dominant 
forex  information,  ai 
it  will  beat  its  rivals 
market  by  at  least 
year.  Judging  by  t 
stock  price,  up  40% 
just  above  $20  over  s 
months,  investors 
betting  that  Reute 
will  be  one  tough  e 
to  follow. 

By  Mark  Maremo 
in  London 
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SCHWAB  INTRODUCES 
AN  EASIER  WAY  TO  INVEST  IN 
THE  U.S.  STOCK  MARKET 


.he  Schwab  1000  Fund 
offers  a  simple,  time-saving 
way  to  invest  in  America's 
1000  largest  companies. 

Now  you  can  participate  in  the  long-term 
performance  of  the  U.S.  stock  market 
without  investing  the  time  it  takes  to 
choose  individual  stocks.  I'm  pleased 
to  offer  you  this  low-cost,  convenient 
way  to  effectively  diversify  your 
investments. 

Take  advantage  of  the  strength  and 
dynamic  growth  of  the  US.  market. 

For  the  past  20  years,  the  market  has 
outperformed  most  other  investments, 
including  individually  selected  stock 
portfolios.'  That's  why  one  quarter  of  all 
U.S.  institutional  assets— more  than 
$280  billion— are  indexed  to  match  the 
market's  performance.^ 

The  Schwab  1000  Fund  is  designed  to 
match  the  performance  of  the  U.S. 
stock  market  by  mirroring  the  Schwab 
1000  Index.™  The  Index  is  comprised 

"I  created  the  Schwab  1000  Fund  for 
investors  who  believe  in  the  long-term 
growth  potential  of  U.S.  companies,  but 
don't  always  have  the  time  to  select 
stocks  or  know  which  ones  to  pick" 


Schwab  1000  Fund" 

of  America's  1,000  largest  companies- 
representing  approximately  90%  of  the 
total  U.S.  equity  market.^  Unlike  other 
popular  indexes,  the  Schwab  1000  Index 
combines  the  performance  of  established 
blue  chip  companies  and  smaller  companies 
positioned  for  growth. 

Broad  diversification  for  just  $1,000. 

With  a  low  minimum  initial  investment, 
you  achieve  broad  diversification  by 
effectively  investing  in  1,000  companies. 

Management  fees  waived  until 
April  2, 1992. 

Schwab  is  waiving  its  full  management 
fee  and  paying  all  of  the  Fund's  other 
operating  expenses  through  April  2, 1992. 

"It's  an  easy  way  to  diversify 
your  investments  and  take 
advantage  of  the  performance  of 
the  U.S.  stock  market,  particularly 
if  you're  new  to  investing." 


Lower  costs  help  maximize 
your  return. 

Even  without  the  waiver  of  fees  and 
expenses,  the  overall  expenses  for  the 
Schwab  1000  Fund  should  be  lower  than 
those  of  traditional  actively  managed 
equity  funds. 

And  you  pay  no  sales  charge  to  invest 
in  the  Schwab  1000  Fund.  Shareholders 
who  redeem  within  6  months  of  purchase 
will  pay  the  Fund  a  redemption  fee  of 
V2  of  1%  to  offset  costs  generated  by 
short-term  traders. 

For  more  information  contact  your 
local  Schwab  office  or  call: 

1-800-442-5111  Ext.  328 

Ask  for  a  prospectus  containing  more 
complete  information  and  read  it  carefully 
before  investing. 

Call  now  for  your  free  copy  of 
Indexing  for  the  Independent  Investor. 

SchwabFunds" 


"Join  me  as  an  investor  in  the 
Schwab  1000  Fund  " 


The  Schwab  1000  Fund  is  a  long-term  equity  fund.  The  principal  value  and  investment  returns  will  fluctuate  so  that  an  investor's 
shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost. 

1,  Past  performance  does  not  indicate  future  performance.  2.  The  Economist.  Index  Funds:  .4  Moving  Average.  August  11. 1990,  p.  74.  3.  The  Schwab  1000  Index  does  not  include  privately 

held  companies,  investment  companies  and  companies  incorporated  outside  the  U.S. 
Member  SIPC/New  Yorl<  Slocl<  Exchange.  Inc   ©1992  Charles  Schwab  and  Co ,  Inc.  All  Rights  Reserved 
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VOICE  MAIL 
HANGUPS 


Hello.  You  hove  reached  the 
In  Business  This  Week  graphic. 
No  one  is  here  right  now,  but 
if  you  continue  to  read  this  par- 
agraph and  the  table  that  fol- 
lows you'll  find  that  you're  not 
alone  in  absolutely  despising 
voice  mail.  Only  5%  of  those 
who  responded  to  Plog  Re- 
search Inc.'s  survey  say  they 
prefer  getting  voice  mail  on 
their  first  call  to  a  company. 
Then  the  real  complaints  kick  in. 
So  at  the  tone,  read  on.  Beep. 

Top  complaints   Percent  saying  they 
about  voice       are  'very'  or  'some- 
mail  what'  irritated 


Waiting  while  many 

84°° 

options  are  explained 

Getting  on  wrong 

path  of  options 

83°/° 

Making  mistakes  punching 

in  and  having  to  stort  over 

78°° 

Difficulty  in  reaching  a  living, 

breathing  human  being 

78°/° 

DAW:  PLOG  RESW8CH  INC. 


MICROSOFT'S  CROWDED 
EXECUTIVE  SUITE 


►  One  thing  you  can  say  for 
Microsoft  Chairman  William 
Gates:  He's  consistent — con- 
sistently demanding.  On  Feb. 
■i,  he  ousted  President  Mi- 
chael Hallman,  who  has  been 
in  the  post  for  two  years.  Said 
Gates:  "I  didn't  see  him  as  a 
match  for  what  the  job  had 
grown  to." 

Evidently,  Gates  doesn't 
think  any  one  person  is  a 
match  for  the  job.  He's  filling 
the  office  of  the  president 
with  three  longtime  Microsoft 
e.xecutivfs:  Steve  Ballmer,  Mi- 
chael Ma))les,  and  Francis 
Gaudette. 


AMEX  FIRES  A  BLAST 
AT  BANK  CARDS 


►  Anu'i-ican  Express  aimed  a 
powerful  salvo  at  Visa  and 
MasterCard  in  the  credit  card 


interest  rate  war.  AmEx  is 
rolling  out  a  new  system  fea- 
turing lower  revolving-credit 
rates  for  Optima  customei-s 
with  clean  payment  records. 
For  those  cardholders,  rates 
will  drop  from  prime  plus  7.7.5 
percentage  points  to  prime 
plus  6  points,  or  12.5/'. 

To  ciualify  for  the  lower 
rates,  customers  have  to  pay 
their  bills  on  time  for  one 
year  and  have  annual  charges 
of  $1,000  or  more.  AmEx  may 
gain  on  bank  cards,  which  of- 
ten advertise  lower  rates 
without  telling  customers  how 
to  qualify  for  them. 

The  move  also  represents 
AmEx'  attempt  to  put  its  Op- 
tima losses  behind  it.  In  the 
third  c}uarter  of  1991,  AmEx 
had  $155  million  in  unexpect- 
ed write-offs  related  to  delin- 
quent Optima  accounts. 


BUSINESS  AIRFARES 
WILL  GAIN  ALTITUDE 


►  While  Optima  is  spreading 
the  good  news,  another 
AmEx  unit  is  busy  giving  cor- 
porate travel  officers  some- 
thing new  to  worry  about.  Ac- 
cording to  the  company's 
yearly  travel  industry  fore- 
cast, business  airfares  this 
year  will  jump  10'''  to  12%. 

Hotels  and  car-rental  com- 
panies won't  get  away  with 
similar  hikes.  A  glut  of  rooms 
will  keep  hotel  increases  be- 
tween 2/'  and  4'',  according 
to  AmEx'  Travel  Management 
Services  unit,  which  produced 
the  report.  The  rise  for  car 


'THE  PASTAFAZOOL-O-MAT  ATE  MY  MONEY' 


People  who  work  late  inevitably 
fall  prey  to  the  munchies  and 
just  as  surely  suffer  terrible 
pangs  of  guilt.  In  the  struggle 
against  the  vending  machine, 
the  machine  wins  every  time, 
forcing  you  to  choose  between 
chocolate-coated  sugar  globs  or 
crispy  bite-size  doses  of  salt. 
You  know  it's  no  way  to  eat,  but 
what  else  can  you  do? 

Well,  pretty  soon  you  may  be 
able  to  feed  some  coins  into  a  slot  and  walk  away  a  minut 
later  with  a  plate  of  perfectly  al  dente  pasta.  An  Italia; 
company  callecl  Vipre  is  looking  for  a  U.  S.  partner  to  manufae 
ture  its  automatic  spaghetti  cooker.  The  machine  boils  fres. 
water,  measures  out  7.5  ounces  of  spaghetti,  heats  sauce,  an' 
plops  it  all  onto  a  plate.  It  requires  only  one  attendant  to  loa 
the  machine  daily.  Sounds  great,  but  what  if  you're  in  th 
mood  for  linguini,  or  some  wide,  flat,  tagliatelle  noodles?  Soi 
ry.  You  can  have  any  pasta  you  like,  as  long  as  it's  spaghett 


rentals  will  be  3'''  to  5''.  Air- 
fares account  for  41'"'  of  cor- 
porate travel  costs,  hotels 
22"/',  meals  and  entertainment 
27'^^,  car  rentals  S7<.  The  re- 
maining 2f  (  falls  into  that  use- 
ful categrorv  "other." 


PACIFIC  ENTERPRISES 
IS  PLANNING  A  SALE 


►  Pacific  Enterprises  has  de- 
cided that  natural  gas  and  Ni- 
kes  don't  mix.  In  a  thorough- 
going strategic  shift,  the  Los 
Angeles-based  company,  a 
major  gas  supplier,  is  jettison- 
ing much  of  its  loss-plagued 
retailing  operation,  including 
its  Big  5  sporting  good  stores 
and  four  other  chains.  It  also 


plans  to  sell  its  oil  and  ga 
wells.  As  a  result  of  thos 
moves,  the  company  has  tal 
en  a  $250  million  charg 
against  1991  earnings,  leading 
to  a  loss  of  $191  million. 

The  Feb.  4  announcemer 
spooked  the  market  and  th^ 
rating  agencies.  Moody's  an 
Standard  &  Poor's  downgrac 
ed  the  companv's  debt,  and  it 
stock  on  Feb.  5  fell  6,  to  im 


THE  TREASURY  TAKES 
A  SHORTER  VIEW 


►  Critics  who  argue  that  th 
U.  S.  Treasury  ought  to  tak 
advantage  of  the  record  lo 
level  of  short-term  intere 
rates  won  a  small  victory 
Feb.  5.  The  Treasury  Dep 
announced  that  it  will  auctic 
$10  billion  in  30-year  bone 
during  its  quarterly  refundin 
auction  on  Feb.  11-13,  do\v 
from  the  $12  billion  level  ( 
recent  offerings. 

The  $2  billion  differen 
will  be  made  up  by  sellir 
more  short-term  securitie 
The  new  mix  of  securities  w 
be  used  in  future  financin 
gradually  shortening  the  m 
turity  of  U.  S.  debt  from  i 
current  six-year  average.  Bi 
Treasury  officials  insist  th 
they're  not  planning  to  j 
much  further  in  reducing  tl 
long  bond's  role. 


AMERICA'S 

WORKFORCE 
DANKRUPT? 


Mony  business  leaders  believe  the  answer  to  that 
question  is  a  frightening  "Yes."  They  perceive  on 
absence  of  commitnnent,  a  lacK  of  maturity  and  the 
inability  to  obsorb  training  to  be  an  alarming  trend 
in  much  of  today's  youth. 

But  perception  isn't  necessarily  reality  Consider  the 
people  who  hove  served  in  the  Army. 

The  Army  enlists  quality  people. 

The  Army  believes  America's  youth  belong  in  school. 
Our  recruiters  ore  strong  advocates  for  good  study 
habits  and  high  school  completion.  We  believe  it 
pays  off. 

Over  98  percent  of  new  recruits  ore  high  school 
graduates.  Over  two  thirds  score  above  overage  on 
the  Armed  Forces  Qualification  Test,  a  standardized 
aptitude  test. 

These  smart  new  soldiers  then  become  students  in 
the  nation's  largest  technical  training  organization. 
With  18  major  technical  training  complexes,  the 
Army  trains  young  odults  in  over  300  specialities, 
many  that  involve  high-tech  equipment  and  state- 
of-the-art  technology  It  is  o  system  thot  groduotes 
over  100,000  men  and  women  each  year. 

Tronsferroble  skills. 


As  a  matter  of  foct,  a  survey  of  hundreds  of  employ- 
ers, many  from  Fortune  500  companies,  clearly 
shows  that  they  value  the  attributes  soldiers  develop 
in  the  Army  and  will  hire  young  people  who  ore 
reliable,  disciplined  and  hove  responsible  attitudes  , 
toward  work. 

How  the  Army  Career  and  Alumni  Program 
helps  America. 

This  year  about  150,000  men  and  women  will  leave  v 
the  Army.  As  they  return  to  civilian  life,  they  bring  - 
with  them  self-discipline,  motivation,  ond  technical 
skills  America's  work  force  needs.  To  help  them  get 
a  head  start  on  their  civilian  careers,  the  Army  estab- 
lished the  Army  Career  and  Alumni  Program  (ACAP). 

At  ACAP  Centers  around  the  world,  the  Army  provides 
training  in  job  search  skills  for  soldiers  and  their  fam-K 
ilies.  Besides  facilitating  their  entry  into  the  civilian 
world,  the  ACAP  program  prepares  soldiers  to  make 
immediate  contributions  in  their  new  civilian  jobs. 

How  ACAP  con  help  your  business. 

While  ACAP  serves  the  needs  of  the  soldier,  it's  also 
a  resource  for  employers  across  America.  Interested 
employers  may  enter  their  firms  into  the  Army 
Employer  Network  Data  Base  and  find  out  more 
about  ACAP  by  calling  1-800-445-2049. 


Resecrcliers  at  Ohio  State  University  found  that  50  It  mokes  sense  to  support  Army  recruiting  and  Army 
percent  of  the  people  recently  separated  from  Alumni.  The  Army  will  continue  to  recruit  and 

the  Army  had  transferred  the  occupational  X^^^j^''?'^  train  high-quality  young  men  and  women 
skills  acquired  in  the  military  to  their  civilian  ^S^fys    because  they  are  the  key  to  maintaining 

employment.  This  was  slightly  better  than  f^^''^»\t//f\'^\  ^^^^^^^^  defense.  And  the  Army  will  con^ 
the  rote  of  skill  tronsfer  by  graduates  of  Wj^i^^.}  .^]  tinue  to  return  to  the  civilion  sector  capable, 
business  schools  and  vocational /technical  ^oj^  'xwi^^J  i^^Qture,  highly-motivated  young  people, 
colleges.  But  b?yond  occupational  skills,    X'^j!)^.  ready  to  Be  All  They  Con  Be  as  port  of 

soldiers  acquire  other  lifelong  qualities.  ^'^"^"^MM^     America's  work  force. 
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WHY  BUSH  IS  STILL  GROPIHG 
FOR  A  DOMESTIC  POLICY 


B! 


y  taking  the  offensive  in  support  of  his  modest  econom- 
ic-recovery program,  President  Bush  has  halted  his 
sHde  in  the  polls  and  restored  some  momentum  to  his 
[•eelection  effort.  But  serious  problems  on  the  home  front 
:ould  continue  to  dog  his  campaign. 

Part  of  the  difficulty  is  that  White  House  Chief  of  Staff 
Samuel  K.  Skinner  is  still  feeling  his  way  six  weeks  after 
'eplacing  John  H.  Sununu.  "We're  just  getting  our  sea  legs," 
skinner  said  recently. 

But  more  is  involved  here  than  a  green 
staff  chief.  Efforts  to  strengthen  key  policy 
aositions  have  fallen  short.  Turned  down  by 
lis  first  three  choices  to  take  over  the  much- 
•naligned  White  House  communications  ap- 
paratus, Bush  gave  the  job  to  Marlin  Fitz- 
tvater.  But  Fitzwater  will  stay  on  as  press 
secretary,  so  he'll  have  little  time  for  strat- 
3gizing  and  image-making. 
HAGGLING.  Bringing  on  a  new  domestic-poli- 
cy czar  proved  even  more  problematic.  The 
President's  choice.  Republican  Party  Chair- 
nan  Clayton  Yeutter,  drove  a  hard  bargain, 
waggling  for  three  weeks.  Yeutter  wanted 
issurances  that  he  would  be  in  charge  of  a 
new  structure  that  will  supersede  the  Eco- 
nomic and  Domestic  Policy  Groups. 

That  angered  Treasury  Secretary  Nicho- 
las F.  Brady,  who  opposed  any  erosion  of  his 
policymaking  role.  In  the  end,  a  compromise  was  worked  out 
m  which  Yeutter  will  take  charge  of  the  apparatus,  but  Bra- 
dy— an  opponent  of  stronger  antirecessionary  policies — will 
remain  in  charge  of  key  economic  subcommittees. 

Besides  all  that,  Yeutter's  qualifications  for  his  new  job 
seem  a  bit  thin.  He  has  been  Agriculture  Secretary  and  U.  S. 
Trade  Representative  and  his  major  distinction  in  both  jobs,  as 
3ne  senior  GOP  adviser  puts  it,  is  that  "he  doesn't  make  any 
waves."  Yeutter  has  little  experience  in  health  care,  taxes,  or 
other  domestic  issues  that  are  likely  to  dominate  the  election 


DOMESTIC-POLICY  CZAR  YEUTTER 


debate  this  year.  And  his  lack  of  expertise  will  put  him  at  a 
serious  disadvantage  when  he  goes  up  against  Budget  Direc- 
tor Richard  G.  Darman,  who'll  be  fighting  to  maintain  his  own 
influence  over  domestic  policy. 

The  shakiness  at  the  White  House  has  encouraged  Demo- 
crats and  Republicans  alike  to  pick  on  Bush  in  his  own  back- 
yard. Housing  Secretary  Jack  F.  Kemp,  who  has  survived 
several  attempts  to  curb  his  criticisms,  described  some  of  the 
new  tax  proposals  as  "gimmicks."  And  an  angry  Bush  sat 
stone-faced  on  Feb.  3  as  Democratic  Gover- 
nor Roy  Romer  of  Colorado,  new  chairman 
of  the  National  Governors'  Assn.,  used  a 
White  House  photo  opportunity  to  berate 
Bush's  economic  plans. 

The  White  House  staff  should  hardly  get 
all  the  blame  for  the  President's  own  politi- 
cal misjudgments.  "George  Bush  really  be- 
lieves the  economy  is  rebounding  and  all 
that  is  required  is  gimmicks  to  regain  the 
political  initiative,"  says  John  W.  Sloan,  a 
political  scientist  at  the  University  of  Hous- 
ton. "This  idea  of  large  visions  for  George 
Bush  translates  into  large  mistakes  like  los- 
ing control  over  the  deficit." 

And  the  deeper  Bush  gets  into  the  cam- 
paign, the  more  serious  policy-formation  will 
fade  into  the  background.  "It's  all  very  ad 
hoc,"  says  Arthur  Levy,  government  affairs 
professor  at  the  University  of  South  Florida.  "There  is  no 
emphasis  on  policy  development  in  a  second  term." 

For  now,  the  odds  still  favor  Bush  in  November.  "Let's  face 
it,"  says  Stephen  Hess  of  the  Brookings  Institution,  "Presi- 
dents have  to  screw  up  pretty  damn  badly  not  to  get  reelected. 
And  the  Democrats  still  look  like  a  bunch  of  Vice-Presidential 
nominees."  But  the  real  casualty  of  White  House  fumbling 
now  may  be  more  serious — the  chance  to  devise  a  second-term 
agenda  and  build  a  mandate  for  it. 

By  Douglas  A.  Harbrecht 


CAPITAL  WRAPUP I 


HOMEWORK 


The  last  vestige  of  Depression-era 
rules  regulating  the  cottage  indus- 
try in  apparel  is  about  to  be  aban- 
doned. At  the  urging  of  Vice-President 
Dan  Quayle's  Council  on  Competitive- 
ness, Labor  Secretary  Lynn  Martin  is 
planning  to  overhaul  rules  that  prohibit 
the  home  manufacture  of  women's  gar- 
ments and  of  jewelry-making  that  in- 
volves hazardous  substances.  Needle- 
trade  unions  won  enactment  of  the 
regulations — and  have  long  defended 
them — on  the  grounds  that  officials 
have  no  way  to  make  sure  that  home- 
based  operations  follow  wage,  safety, 
and  child-labor  laws.  Of  course,  home 


workers  are  also  all  but  impossible  to 
organize.  And  the  end  of  the  ban  is  one 
more  measure  of  the  waning  clout  of 
unions. 

SENATE  

The  peril  that  involvement  in  the 
"Keating  Five"  savings  and  loan 
scandal  posed  to  the  career  of  Senator 
John  McCain  (R-Ariz.)  appears  to  be 
fading.  Two  new  independent  polls 
show  that  a  majority  of  Arizona  voters 
are  now  satisfied  with  the  job  McCain, 
who  is  seeking  a  second  term  this  fall, 
is  doing.  In  an  Arizona  Republic  poll, 
however,  only  42%  of  voters  said  they 
were  "satisfied"  or  "very  satisfied" 
with  fellow  Keating  Five  member 


Democrat  Dennis  DeConcini,  but  he 
isn't  up  for  reelection  until  1994. 

INSURANCE  

An  effort  to  have  the  federal  gov- 
ernment regulate  insurance  for 
the  first  time  is  bogged  down  in  intra- 
industry  squabbling.  House  Energy  & 
Commerce  Committee  Chairman  John 
D.  Dingell  (D-Mich.)  won  little  support 
for  a  proposal  to  have  the  government 
supervise  the  solvency  of  insurers 
while  allowing  states  to  continue  regu- 
lating rates.  Now,  insurance  executives 
fear  that  a  new  proposal  from  Dingell 
providing  for  federal  regulation  of  big 
underwriters  and  state  scrutiny  of  the 
rest  would  balkanize  the  industry. 


^SHINGTON  OUTLOOK 
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GERMANY  I 


GERMANY 
TAKES  CHARGE 

IT'S  USING  ITS  GROWING  POWER  TO  RESHAPE  EUROPE 


A few  months  after  the  Berlin  Wall 
fell  in  1989,  Chancellor  Helmut 
Kohl  summoned  two  dozen  of 
Germany's  top  CEOs  to  a  meeting  in 
Bonn.  Hands  clasped  behind  his  back  as 
he  moved  across  the  room,  the  6-foot,  4- 
inch  Chancellor  unfolded  his  vision  of  a 
united  Germany  and  detailed  how  busi- 
ness should  meet  the  historic  challenge. 
Recalls  one  participant:  "He  looked  just 
like  Bismarck." 

To  many  Germans,  that's  truer  than 
ever.  Like  the  legendary  19th  century 
"Iron  Chancellor,"  Otto  von  Bismarck, 
Kohl  wants  to  make  Germany  more  than 
just  an  economic  su- 
perpower. He  wants 
to  shape  Europe's 
very  destiny.  But  that 
does  not  mean  sub- 
jecting Europeans  to 
a  harsh  Bismarckian 
rule.  "What  I  want," 
says  Kohl,  "is  a  Unit- 
ed States  of  Europe." 

Whether  or  not 
Kohl  achieves  that 
end,  Europe  will  inev- 
itably take  on  a  more 


Kohl:  What 
I  want  is 
a  United  States 
of  Europe* 


Germanic  flavor.  Decisions  made  within 
the  Bundesbank's  concrete  walls  already 
set  what  the  French  pay  for  car  loans. 
Plans  laid  in  Wolfsburg  determine 
whether  Volkswagens  will  roll  out  of 
factories  manned  by  Spaniards  or 
Czechs.  "There's  no  way  around  it," 
says  the  Brookings  Institution's  Wolf- 
gang H.  Reinicke.  "Germany  is  not  only 
the  dominant  economic  player  but  also 
the  major  political  power  in  Europe." 
TAME  TisSEB?  That  gives  many  Europe- 
ans reason  for  concern.  Germany's 
abuse  of  power  plunged  Europe  into  two 
world  wars  ;ind  the  tragedy  of  the  Holo- 
caust. Now,  some  fear  the  Germans  may 
be  once  again  firing  up  their  ambition  to 
dominate  them  politically  as  well  as  eco- 
nomically. Concedes  former  French  For- 
eign Affairs  Minister  Jean  Frangois-Pon- 
cet:  "Germany  exists  and  is  powerful, 
and  there's  nothing  we  can  do  about  it." 


The  reality  is  more  complex.  InsteafI 
of  domination,  Kohl  is  offering  Europe  a 
chance  to  tame  the  tiger  by  submerging 
Germany  in  a  closer-knit  European  Com- 
munity. In  return,  Europeans  will  have 
to  cede  much  of  their  own  sovereignty  to 
the  EC.  The  payoff  from  such  German 
tutelage  is  the  chance  to  become  global- 
ly competitive  against  Japan  and  the 
U.  S.  by  adopting  Germany's  brand  of 
capitalism — more  open-market  than 
France's  but  with  higher  levels  of  social 
welfare  than  Britain's. 

There's  a  risk  to  Europeans  if  they 
balk.  A  newly  assertive  Germany  might 
go  ahead  and  pursue 
its  own  national  inter- 
ests anyway.  For  the 
first  time  in  decades, 
Germany  has  the 
power  to  do  so.  The 
European  Community 
was  created  in  1956 
to  act  as  a  brake  on 
German  power.  For 
decades,  the  Franco- 
German  alliance  dom- 
inated the  EC,  with 
Germany  providing 


the  economic  muscle  and  France  the  po- 
litical brains.  But  now,  the  Germans  are 
increasingly  calling  the  shots  in  the  very 
apparatus  once  intended  to  contain 
them.  With  unification  reforming  the 
map  of  Europe,  Kohl  wants  to  influence 
the  political  process  by  harnessing  Ger- 
many's might  to  forge  the  framework  of 
European  unity. 

The  Germans  argue  that,  if  for  no 
other  reason,  they  must  step  out  of  their 
shell  to  protect  themselves  and  their  al- 
lies. Worries  about  stability  outside  the 
country's  borders  are  real:  From  Poland 
to  the  former  Soviet  Union,  a  political 
power  vacuum,  economic  collapse,  and  a 
possible  wave  of  immigration  loom  on 
Germany's  eastern  flank.  Meanwhile, 
elections  are  coming  up  in  France,  Brit- 
ain, and  Italy,  where  governments  are 
dogged  by  domestic  concerns.  And  at 
the  same  time,  American  troops  are 


pulling  out  of  Europe  at  a  rapid  clip. 

Even  a  Germany  deep  in  debt  over 
reunification  is  the  only  European  power 
able  to  bankroll  stability.  As  the  post- 
cold-war  world  takes  shape,  Germany 
has  replaced  the  former  Soviet  Union  as 
the  European  power  on  the  way  to  Asia. 
Only  a  few  months  ago.  President  Bush 
offered  Germany  a  "partnership  in  lead- 
ership." Now,  U.  S.  Ambassador  to  Bonn 
Robert  M.  Kimmitt,  a  confidant  of  Secre- 
tary of  State  James  A.  Baker  III,  has 
begun  citing  the  value  of  a  new  "Ger- 
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n  assertiveness"  in  the  pursuit  of 
fimon  goals  (page  58). 
ndeed,  Germany  is  tiring  of  being  an 
nomic  titan  but  a  political  dwarf.  It  is 
iwing  more  comfortable  with  pursu- 

national  goals — even  if  that  makes 
es  uneasy.  For  example,  sky-high 
rman  interest  rates  (chart,  page  54), 
)osed  out  of  fears  that  the  country's 
it-unification  spending  boom  will  set 

a  wave  of  inflation,  are  pushing  Eu- 
le  into  recession.  Yet  in  December, 
hi  railroaded  through  the  EC  summit 


A  LOCOMOTIVE  PLANT 
IN  KIEL:  SOME  EC 
NEIGHBORS  FEAR 
THEY'RE  BEING 
RAILROADED 

his  plan  to  create  a 
single  European  cur- 
rency— modeled  on 
the  mark  and  gov- 
erned by  a  Euro- 
clone  of  the  Bundes- 
bank. As  if  that 
weren't  enough  to 
rattle  Kohl's  allies, 
the  monetary  move 
came  even  as  the 
Chancellor  was  forc- 
ing his  reluctant  Eu- 
ropean partners  to 
follow  his  lead  in  rec- 
ognizing the  break- 
away Yugoslavian 
states  of  Croatia  and 
Slovenia. 

There  is  one  con- 
straint on  how  far 
Germany  will  go:  It 
can't  yet  achieve 
most  of  its  aims 
without  allied  back- 
ing. The  fate  of  the 
GATT  world  trade 
talks  is  now  in  the 
balance  after  Kohl 
failed  to  persuade 
France  to  cut  its 
farm  subsidies.  So  Germany  is  marshal- 
ing the  Group  of  Seven  leading  industri- 
al nations  to  step  up  pressure  on  Paris. 
It's  clear  that  the  new  Europe  will  large- 
ly be  forged  in  the  workshops  of  Stutt- 
gart, the  laboratories  of  Munich,  and 
the  banks  of  Frankfurt — and  not  the 
back  rooms  of  Brussels — as  Kohl  tries 
to  turn  economic  clout  into  political 
power. 

All  this  guarantees  that  Germany  will 
be  the  driving  force  as  Europe  scraps 
internal  trade  barriers  at  the  end  of  1992 


and  pushes  for  greater  integration.  This 
poses  a  dilemma.  If  the  Germans  speak 
out — as  the  Americans  have  urged  them 
to  for  years — they  are  quickly  criticized. 
But  if  Europe's  leading  economic  power 
refuses  to  lead,  the  entire  region's  pros- 
perity could  be  endangered. 
RUFFLED  FEATHERS.  Even  more  dramatic 
economic  and  political  initiatives  will  be 
coming  from  Kohl.  More  accustomed  to 
German  politics  than  the  niceties  of  di- 
plomacy, the  hulking  Kohl  sometimes 
ruffles  feathers.  On  national  television 
recently,  the  Chancellor  dismissed  allied 
concerns  over  a  resurgent  Germany  as 
largely  "envy."  To  foreign  reporters. 
Kohl  has  bragged  that  by  2000,  Germa- 
ny will  be  an  even  more  powerful  "world 
economic  heavyweight"  alongside  the 
U.  S.  and  Japan. 

That  wouldn't  stick  in  the  allies'  craws 
if  Germany  were  still  helping  stimulate 
their  economies.  But  for  the  moment, 
Europe's  monetary  and  fiscal  house  is 
tilted  toward  helping  achieve  German  re- 
unification. After  four  increases  since 
unification,  German  interest  rates  are 
the  highest  in  the  Bundesbank's  43-year 
history.  That  alone  will  slow  German  ex- 
pansion— and  the  EC's  growth,  to  1.5%  or 
less  this  year  from  'Z.o'A  in  1991. 

To  Bonn  and  Frankfurt,  these  punish- 
ing rates  are  necessary  to  defeat  infla- 
tion. Bundesbank  President  Helmut 
Schlesinger,  for  example,  fears  that  dou- 
ble-digit pay  demands  by  10  million 
unionized  German  workers,  from  bank 
tellers  to  civil  servants,  risk  fanning  a 
"wage-price  spiral"  in  his  homeland. 
Even  a  last-minute  deal  on  Feb.  3  giving 
100,000  steelworkers  a  6.47'^  increase  on 
their  $23  an  hour  leaves  Schlesinger  be- 
hind on  his  quest  to  keep  hikes  well 
under  last  year's  6.5%-to-7%  range. 

Some  European  leaders  feel  that  Ger- 
many's backing  of  a  single  EC  currency 
will  inevitably  force  it  to  pay  its  neigh- 
bors greater  heed  in  economic  decision- 
making. Therefore,  despite  the  short- 
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i  MILLION 

GNP 

$  1.8  TRILLION 

EXPORTS 

$417  BILLION 

IMPORTS 

$408  BILLION 

RESERVES 

$68  BILLION 

"21% 

28* 

33* 

27% 

23* 
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THIS  YEAR 
WE'LL  SPEND  MORE 
ON  R&D  THAN  MOST  OF 
TH  E  FORTUNE 500 Wl  LL 
MAKE  IN  SALES. 


POCKET  CO'ilVANOER  "  is  a  trademark  of  Fu|itsu  Network  Transmission  of  America,  Inc. 
FORTUNE  500 1 J  a  registered  trademark  of  Ttie  Time  Inc.  Magazine  Company. 


more  than  $2  billion 
annually  on  R&D  (over  10%  of 
sales)  to  bring  the  most  profound  technolo- 
gies down  to  human  terms.  And  put  some  of  them 
in  human  hands.   qD  The  ultra-light  cellular  phone,  a 
direct  result  of  our  microelectronics  research,  is  an  exam- 
ple. It  was  Fujitsu  gallium  arsenide  circuitry  that  made  smaller 
^  and  lighter  cellular  phones  possible — like  the  Pocket 

Commander,'"  measuring  5.3  inches  in  length,  and 
weighing  under  10.4  ounces.  qD  Another  Fujitsu 


'tr^SsuSion   first— the  High  Electron  Mobility  Transistor— is  mak- 

Tiade  improved  broadcast 

lite  TV  possible         jpg  improved  broadcast  satellite  TV  systems  pos- 
Dle.  And  a  design  innovation  incorporating  voice  guidance  and 
)raille  made  Fujitsu  automated  teller  machines  first  to  accom- 
modate the  disabled.   qD  In  over  100  countries,  we're 
translating  the  complexities  of  technology  into  new 
ways  to  make  life  less  complex.  It's  helped  make  us  j 
^  the  $21  billion  company  we  are  today.  Now 

it's  helping  us  make  our  name  in 
America. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 
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term  discipline  these  allies  are  suffering, 
they  will  gain  an  important  long-term 
say  in  German  policy.  But  that  influence 
may  be  a  while  in  coming.  With  a  popu- 
lation of  nearly  80  million,  reunified  Ger- 
many is  40''  larger  than  Britain,  France, 
or  Italy.  In  fact,  with  more  Europeans 
speaking  German  as  their  native  tongue 
than  any  other  language.  Kohl  has  de- 
manded that  it  become  an  EC  working 
language  alongside  English  and  French. 

One  irony  is  that  even  though  its  allies 
perceive  Germany  as  flexing  its  muscles, 
many  Germans  see  themselves  as  grap- 
pling with  acute  economic  headaches. 
The  government  is  struggling  to  finance 
$100  billion  of  annual  transfers  to  east- 
ern Germany  as  well  as  commitnients  of 
S38  billion  to  the  Commonwealth  of  Inde- 
pendent States  and  $19  billion  to  Eastern 
Europe.  Coming  up  with  even  more  cash 
is  becoming  harder  as  German  growth 
slows  and  its  once  mammoth  payments 
surplus  turns  to  a  S20  billion  deficit. 

For  its  part,  German  business,  facing 
the  highest  wage  costs,  shortest  work 
year,  highest  taxes,  and  stiffest  environ- 
mental controls  in  the  industrial  woi'ld, 

is  in  a  funk  about  |  

its  competitive- 
ness, (ietting  Ger- 
many's economy 
back  on  track  has 
to  be  Kohl's  No.  1 
priority  if  he 
wants  to  achieve 
his  ambitions. 

That's  certainly 
the  perspective  of 
manv  fon  ign  man- 


ufacturers, who  view  Germany's  vast 
domestic  market  as  key  to  their  survival. 
But  the  dependencies  work  both  ways. 
Says  Chairman  Jean-Louis  Beffa  of 
French  glassmaker  Saint-Gobain:  "Ger- 
many needs  Europe  as  much  as  Europe 
needs  Germany."  In  aerospace,  electron- 
ics, and  other  high-tech  industries,  he 
reasons:  "Even  Germany  isn't  big 
enough  to  compete  by  itself  with  the 
U.  S.  and  .Japan." 

MEXICAN  MERCEDES?  To  that  end,  Ger- 
man manufacturers  are  spreading  their 
influence — and  marks — more  widely 
than  ever  in  a  bid  to  remain  competitive. 
Just  as  Kohl  is  attempting  to  remake 
Europe,  German  industry  is  mounting  a 
drive  to  remake  itself — and  Europe — for 
brutal  global  competition.  Take  Daimler 
Benz.  It's  searching  the  world  for  cheap- 
er alternatives  to  paying  its  German 
auto  workers  $2-5  an  hour.  In  fact,  Daim- 
ler's next  Mercedes-Benz  auto  plant  may 
go  up  in  Mexico.  "Only  if  it  makes  eco- 
nomic sense,"  vows  CEO  Edzard  Reuter, 
"will  we  stay  in  Germany." 

Then,  there's  the  headache  of  reunifi- 
cation. After  imploding,  eastern  Germa- 


SHIMMERING  FRANKFURT:  i 
DESPITE  ITS  MIGHT,  THE  | 
PRIVATIZATION  DEFICIT 
MAY  BE  "A  TIME  BOMB"  ;j 

ny's  economy  is  likelyi| 
to  grow  109^  this  yearij 
But  nearly  40%  of  th*^. 
labor  force  is  unem 
ployed  or  in  make-wor 
jobs.  The  Treuhandai 
stalt,  the  agency  priva 
tizing  8,000  state  com 
panies,  is  awash  in  rei 
ink.  By  the  mid-1990s 
its  cumulative  defici 
may  be  $280  billion 
"It's  a  time  bomb,' 
warns  Deutsche  Banl 
Managing  Director  El 
len  R.  Schneider-Lenne 
All  the  same,  ther 
are  glimmers  of  hopt^ 
VW  and  General  Motor, 
Corp.,  for  instance,  ar 
opening  plants  with  cutji 
ting-edge  manufactuip 
ing  techniques  to  mak 
them  the  most  efficient, 
in  the  world.  With  union  wages  in  th 
East  set  to  rise  to  Western  levels  b 
1994,  the  Treuhand  has  little  choice  bu 
to  woo  high-tech  investors  as  the  area'  ; 
salvation.  Conceding  that  even  powerf 
Germany  can't  rebuild  the  East  withoi 
foreign   investment,   the  Treuhand 
twisting  the  arms  of  Sony  Corp.  and  ot 
er  Japanese  giants  to  move  advance 
research  and  development  east. 

Revived  trade  with  the  former  Ea 
bloc  also  highlights  Kohl's  desire 
maintain  his  country's  role  as  the  ec 
nomic  bridge  between  East  and  Wes 
Despite  the  woes  besetting  the  crun 
bling  former  Soviet  Union  and  Easter 
Europe,  eastern  German  companies  ha 
already  filed  applications  for  $44  billio 
woi'th  of  government-guaranteed  expo 
credits  to  the  region.  Existing  Germ^ 
commitments  are  fanning  conceri 
among  Bonn's  allies  that  the  form^ 
East  bloc  will  end  up  as  a  cheap  wor 
shop  for  Germany.  Already,  a  third  ^ 
Czechoslovakia's  3,000  joint  ventures  a: 
with  Germans. 

Meanwhile,  in  Western  Europe,  tl 
Bundesbank's  sound-money  vise  is  tigh 
  ening  as  Europe 
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A  PERCENT 


promised  one-cu 
rency  era  dra\ 
near.  In  return  f( 
surrendering  tl 
mighty  mark  in 
around  1997  ar 
subjecting  ther 
selves  to  the  ove 
sight  of  a  new  ce 
tral  bank  alreac 
dubbed  the  Eur 
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The  Mcrosoft  Soli 
businesses.  Because  i 


Running  a  business  can  be 
prettv  lough.  \\Tiich  is  exactlv  whv 
Don  Schulze-CEOXFQCOb  and 
all-ai  iind  small  business  person- 
turned  to  the  Microsoft  Solution 
Series.  You  see,  the  Solution  Series 
has  what  it  takes  to  help  small  busi- 


ness people  manage  their  business. 
■'Zl^flS-^"  Not  to  mention  grow  it. 
^        Just  take  the  all-new 
sAu^^"'^  Works  for  Windows  as  an 
example.  It  comes  with  a 
word  processor,  spread- 
sheet, charting,  database 


^  29i:  Afi.- 
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on  Series  for  small 
a  dog-eat-dog  world. 


md  drawing  tools.  And  since  every- 
:hing  works  together,  you'll  find  it's 
^asy  to  do  things  like  business  plans, 
:ustomer  mailing  lists,  even  inven- 
;ory  management. 

Then  there's  new  Microsoft 
!^ublisher  for  Wmdows.  It  makes  pre- 


The  Solution  Series 
has  all  the  ficings. 


paring  publishing-quality  documents 
a  snap.  So  whether  Don  is  creating 
a  newsletter  hailing  the  smmge  of 
^       the  month,  redesigning  a 
menu  or  just  updating  his 
business  forms,  he  knows 
he'll  look  good. 

Finally  there's 
Microsoft  Money  It's 
the  easiest  way  to  find  out 
exactly  where  your  money 
is  going.  It's  also  the  easiest  way  to 
manage  all  your  accounts-checking, 
savings,  credit  cards  and  so  on. 

But  most  importantly  they 
all  run  under  the  Windows  graphical 
environment:  which  J  .  .  y 
means  they  work  a 
lot  less  like  a  com- 
puter and  a  lot  more 
like  you.  And  since 
they  look,  feel  and 
act  much  the  same,  when  you  know 
one  you  know  them  all.  For  the  re- 
seller nearest  you,  call  (800) 541-1261, 
Dept.T56.  And  help  keep  your  busi- 
ness from  going  to  the  dogs. 

Miaosofi 


They  're  ail  easy  to  learn  and  use 
because  the\  work  like  vou  do. 


iemar^  of  Microsoft  Corporulion.  Companies,  names,  and  data  used  in  screens  and  sample  output  are  flctitums  unless  otheruise  noted-  Shuttr>-'s  and  Don  Schtdze's  names  used  uith  permission  If  you've  recently  started  using  one  of  these  products  and 
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fed,  Bundesbank  board  members  are 
lobbying  Kohl  to  insist  on  closer  political 
cooperation  within  the  EC.  They  argue 
that  a  loose  grouping  of  states  can't  run 
a  currency.  Pressure  is  also  increasing 
to  locate  the  Eurofed  in  Frankfurt,  part 
of  a  German  campaign  to  make  the  city 
rival  London  as  Europe's  money  center. 
SAFE  HAVEN.  To  attract  the  foreign  in- 
vestors necessan,'  to  make  Frankfurt  a 
leading  global  bourse,  Kohl  and  Finance 
Minister  Theo  Waigel  are  clamping 
down  on  Germany's  lavish  social  spend- 
ing, enacting  probusiness  tax  cuts,  and 
slashing  875  billion  in  subsidies  to 


wealthy  western  states.  Kohl  can  dare 
to  take  such  risks.  Other  than  two  state 
contests  on  Apr.  5,  Germany — and 
Kohl — have  no  elections  to  worry  about 
until  the  state,  federal,  and  European 
Parliament  contests  in  '94.  If  he  wins  a 
fourth  term,  he  could  well  shape  Europe 
until  the  end  of  the  centurj-.  That  would 
give  Kohl  the  time  to  horsetrade  for 
more  of  what  he  wants,  such  as  making 
the  EC  more  democratic  by  giving  its 
regions  and  Parliament  more  power.  But 
in  turn,  Europe's  monetan."  and  econom- 
ic policies  would  follow  Germany's  lead. 
Far  surpassing  the  goals  the  World 


^^"ar  II  victors  .-e:  for  rebuilding  Germti 
ny,  Kohl  and  his  predecessors  have  dt 
•livered  more  than  four  decades  of  peact  i 
ful  and  prosperous  democracy.  Xowj 
Kohl  and  his  European  allies  have  t<' 
figure  out  how  to  harness  Gennan  ener 
gy  and  determination.  Like  Kohl,  Frencl 
Finance  Minister  Pierre  Beregovoy  in 
sists  that  "a  united  Germany  must  bt| 
integrated  into  Europe."  But  in  so  doinj 
Europe  is  going  to  become  more  Ger 
man,  whether  it  wants  to  or  not. 

By  John  Templeman  in  Bonn,  with  Gni 
E.  Schares  in  Munich,  Steicart  Toy 
Paris,  and  William  Glasgall  in  Xeic  York 


Commentary /by  Bill  Javetski 

LEARNING  TO  LIVE  WITH  THE  NEW  GERMANY 


For  40  years,  Washington 
called  the  tune  in  the 
Western  alliance,  and 
Germany  danced  to  it.  But 
now,  with  the  collapse  of  the 
Soviet  threat,  Germany  is 
emerging  as  Europe's  linch- 
pin. For  Americans,  the  big- 
gest adjustment  may  be  that 
the  U.  S.  is  no  longer  the  ma- 
jor force  shaping  Europe 
from  the  Atlantic  to  the 
Urals.  Washington  may  soon 
be  forced  to  share  power,  if 
not  follow  Germany's  lead,  at 
least  on  European  matters. 

Despite  four  decades  of 
generally  cordial  ties,  some 
Americans  find  the  idea  of  re- 
surgent German  power  unset- 
tling. Twice  in  the  20th  centu- 
ry, the  U.  S.  helped  vanquish  a  German 
militarj'.  Now,  Americans  wonder:  Will 
German  power  evolve  into  an  economic 
and  diplomatic  equivalent  of  panzers 
and  pincer  movements? 

With  those  nagging  doubts  as  a 
backdrop,  W^ashington  is  already  wres- 
tling to  redefine  its  relationship  with 
Bonn.  Says  Gregory  Flynn  of  the  Cen- 
ter for  German  &  European  Studies  at 
Georgetown  University:  "The  U.  S.  is 
groping  for  reference  points." 
OPEN  MARKET.  In  some  ways,  a  strong 
Germany  is  a  boost  for  the  U.  S.  Cul- 
tural similarities  and  centuries  of  fam- 
ily ties  provide  an  underpinning  that 
America's  troubled  relationship  with 
Japan  lacks.  Germany's  market  is 
much  more  open  to  U.  S.  goods  than 
Japan's  is.  And  many  key  U.  S.  compa- 
nies hold  strong  positions  in  Germany, 
where  the  U.  S.  enjoys  a  trade  surplus. 

But  while  it  flexes  its  muscles  in  Eu- 
rope, Germany  will  naturally  make 


BUSH  AND  KOHL: 
GERMAN  INFLUENCE 
COULD  HELP  THE  U.  S. 
AT  THE  GATT  TALKS 


moves  that  are  in  its  in- 
terest— which  will  make 
the  U.  S.  and  its  other  al- 
lies uncomfortable.  One 
problem  is  the  time  bomb  of  potential 
refugees.  Millions  could  spill  into  Ger- 
many if  attempts  at  market  economics 
and  democracy  fail  miserably  in  the 
former  Soviet  bloc.  If  Bonn's  allies 
don't  back  it  up  on  tough  decisions, 
Germany  could  well  drift. 

To  his  credit,  Bush  has  assiduously 
pursued  a  "special  relationship"  with 
Germany,  despite  discomfort  among 
his  advisers.  In  1990,  Washington 
broke  with  Britain  and  France  to  back 
German  Chancellor  Helmut  Kohl's 
strategy  for  quick  unification.  The  im- 
plicit quid  pro  quo:  that  Germany  lean 
on  France  to  cut  agricultural  subsidies 
and  help  keep  worldwide  trade  liberal- 
ization talks  on  track.  That  issue  still 
hangs  over  U.  S.-German  ties. 

Germany  is  raising  the  stakes  in  for- 


eign policy,  too.  Criticized  ini- 
tially for  inaction  in  the  Yugo- 
slav civil  war,  Bonn  later 
drew  flak  for  recognizing  the 
breakaway  Yugoslav  repub- 
lics of  Croatia  and  Slovenia 
while  other  European  nations 
backed  Serbia.  Yet  now, 
Washington  is  about  to  get 
behind  the  German  position. 
"Not  recognizing  Croatia  and 
Slovenia  isn't  a  position  we're 
going  to  hold  on  to  for  long," 
says  a  senior  State  Dept.  offi- 
cial. That  will  bring  all  the  al- 
lies into  line  behind  Germa- 
ny— as  long  as  the  shaky 
Yugoslav  cease-fire  holds. 

TRUE  COMPETITOR.  The  testS 

are  likely  to  get  tougher.  Ger- 
many's economic  clout  is  only 
growing  as  Europe  moves  to 
a  single  currency  built  on  the 
German  model.  At  some 
point,  a  European  currency 
based  on  the  mark  will  stand  as  the 
trading  unit  for  400  million  Europeans. 
For  the  first  time,  the  dollar  will  have 
a  true  competitor. 

It's  not  too  soon  for  Bush  to  start 
preparing  the  U.  S.  for  a  new  alliance 
in  which  Washington  doesn't  dominate 
and  may  follow  as  often  as  it  leads. 
Meanwhile,  Bush  can  test  Germany's 
mettle  by  continuing  to  push  for  help 
in  untangling  talks  over  the  General 
Agreement  on  Tariffs  &  Trade.  That's 
crucial  for  trade  globally  and  for  Ger- 
many's own  security,  since  freeing 
farm  trade  could  help  Eastern  Eu- 
rope's nascent  democracies.  Such  a 
partnership  could  show  the  way  to  a 
new  form  of  Western  alliance  that 
would  keep  Germany  engaged  in  the 
East — and  firmly  rooted  in  the  West. 
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FIDEUTY  ASSET  MANAGER" 


Diversification 
Made  Simple 


All  It  Takes  Is  One  Investment 

Fidelity  .\sset  Manager.  Now  there's  cm  easier  way  to 
diversify  across  a  broad  range  of  securities... in  one  simple 
investment.  Fidelit}'  Asset  Manager  seeks  high  total  return 
with  reduced  risk  over  the  kjng  term  by  alkjcating  its  assets 

among  stocks,  bonds,  and  mone\ 
market  instruments.  You  simply 
make  one  investment,  w  ith  no 
sales  charge,  and  join  a  diversi- 
fied portfolio  w  hich  is  carefijlh 
w  atched  and gradiially  adjusted 
b\  Fidelity  professionals  w  ho  seek 
to  enhance  your  return  in  any 
nrarket  em  ironnient.  This 


Fidelity  Asset  Manager 


Avera^  Annual 
Total  Returns'^  as 
of  Dec.  31, 1991 


23.64 


% 


1  Year 


14.58 

Life  of  Fund 

12/28,'88-12/31/91 


% 


STOCKS 


BONDS 


MONEY  MARKET 
INSTRUMENTS 


The  above  chart  reflects. Asset  Manager's 
ini  estment  mix  as  of  December  31.  1991. 
The  Fund  uill  gradtiall\  shift  the  percent- 
age of  stocks,  bonds  and  money  market 
instruments  as  market  and  economic  con- 
ditions change. 


approach  has  produced  results  as  the  chart  Kj  the  left  illustrates. 


Call  Today.  For  a  free  fact  kit  containing  a  current  prospectus  for 
Fidelity  Asset  Manager,  w  ith  more  complete  information,  including  management  fees  and  expen- 
ses, please  call  or  w  rite.  Read  it  carefulh  before  vou  invest  or  send  mone\.  Start  with  just 
$2,500,  or  $500  for  m\s  and  Keogh  accounts. 

Thinking  about  starting  a  college  savings  program'  Ask  about  our  low  minimums  for 
UGi\LVLT.\U  accounts. 

Visit  a  Fidelity  Investor  Center  or  call  24  hours 

1-800-544-8888 


Fidelity 


investments 

Common  sense.  Uncommon  results. 


® 


*Total  returns  are  historical  and  include  change  in  share  price  and  rein\estment  of  di\  idends  and  capital  gains.  Share  price  and  return  wLU 
varv  so  you  may  have  a  gain  or  loss  when  vou  sell  vour  shares.  Fidelitv  Distributors  Corporation.  P  O  Box  660603.  Dallas.  TX  "526t)-(J603, 
2r        '         '  '  ■  ■  CODE,  BWFAA  021792 


nternational  Outloo 


EDITED  BY  STANLEY  REEC, 


WHY  IS  BRITAIN'S  CAMPAIGN 
GETTING  SO  NASTY  SO  SOON? 


Prime  Minister  John  Major  doesn't  have  to  call  a  general 
election  until  July,  but  it  is  obvious  the  campaign  is 
already  in  full  cry.  London  is  festooned  with  political 
billboards.  Conservative  posters  warn  voters  of  "Labor's  tax 
bombshell,"  while  Labor  fires  back  with  a  caricature  of  Chan- 
cellor of  the  Exchequer  Norman  Lament  as  a  tax-mad  "Vat- 
man."  The  parties  are  also  slapping  each  other  around  in  the 
tabloids.  Labor  MPs  have  raised  the  spectre  of  Watergate-style 
break-ins  at  politicians'  offices,  and  some  newspapers  are 
charging  Labor  standard-bearer  Neil  Kinnock  with  inappropri- 
ately close  contacts  with  Soviet  diplomats  in  the  early  1980s. 

Why  so  nasty  so  early?  One  reason  is 
that  both  parties  are  frustrated  by  be- 
ing unable  to  establish  a  clear  lead.  In- 
deed, polls  suggest  Britain  is  heading 
for  its  first  hung  Parliament  since 
1976 — with  no  single  party  in  control. 
Such  an  outcome  would  force  one  of  the 
two  main  parties  to  form  a  coalition 
with  a  third,  the  Liberal  Democrats.  The 
Liberals,  who  are  pushing  for  electoral 
reform  and  home  rule  for  Scotland, 
have  in  turn  been  shaken  by  the  Feb.  5 
acknowledgment  of  their  leader,  Paddy 
Ashdown,  that  he  had  an  extramarital 
affair  several  years  ago. 
WAIT  AND  SEE.  The  prospect  of  a  mud- 


THE  TORIES  PLAY  ON  FEARS  OF  HIGHER  TAXES 


died  outcome  or  even  a  Labor  victory,  which  many  fear  would 
herald  big  tax  increases,  may  pull  down  already-low  business 
confidence.  That  would  be  bad  news  in  a  country  struggling  to 
emerge  from  a  20-month  recession  and  find  its  niche  in  a  fast- 
changing  Europe.  "Consumers  are  postponing  decisions  be- 
cause they  are  unsure  what  their  aftertax  income  is  going  to 
look  like  in  six  months'  time,"  says  Martin  Taylor,  chief  execu- 
tive of  Courtaulds  Textiles  PLC.  In  addition,  overseas  investors 
are  putting  British  plans  on  hold,  according  to  John  Nelson,  a 
director  of  Lazard  Brothers  &  Co.  A  case  in  point:  American 
Telephone  &  Telegraph  Co.  recently  backed  away  from  talks 


with  Cable  &  Wireless  PLC,  in  part  over  concerns  that  a  nev 
government  might  change  regulations. 

A  deadlocked  Parliament  would  also  cast  further  doubt  oi 
Britain's  ability  to  play  a  strong  role  in  Europe.  Britain  wil 
take  over  the  rotating  presidency  of  the  European  Communit}' 
for  the  last  six  months  of  the  year.  With  such  key  Euro)ieai 
players  as  France  and  Germany  suddenly  beset  with  interna 
problems,  the  presidency  needs  a  zealous  advocate  to  jiusl 
through  the  final  rules  to  usher  in  the  single  market.  But  ; 
weak  British  government  may  be  so  bogged  down  in  loca 
issues  that  it  gives  short  shrift  to  Europe. 

Major  is  running  on  the  age-old  plat 
form  that  Labor  is  a  tax-and-spend  jiat 
ty.  The  Tories,  by  contrast,  in  their  Mai 
10  annual  budget,  will  probably  an 
nounce  modest  tax  cuts — thus  pavin} 
the  way  for  an  April  or  May  eleclioi 
The  centerpieces  of  another  Tory 
ernment  would  be  bigger  tax  cuts  and  : 
nebulous  Citizen's  Charter  designeil  i 
improve  public  services.  So  far,  this 
gram  has  failed  to  stir  the  electoratt 
Kinnock,  meanwhile,  has  won  kudu 
from  some  industrialists  for  his  commii 
ment  to  spend  heavily  on  training  an 
infrastructure — although  they  worr 
about  his  plans  to  raise  the  minimui 
wage  and  to  up  the  top  personal-tax  rate  from  40'X  to  59'  • . 

But  many  executives  complain  that  neither  party  looks  cap; 
ble  of  coming  up  with  sound  ideas  for  revitalizing  the  econ( 
my.  "The  Conservatives  have  been  very  complacent  on  sue 
issues  as  health  service,  infrastructure,  and  management  i 
the  economy,"  says  David  M.  Cohen,  finance  director  of  retail 
er  Alexon  Group  PLC.  "But  I'm  very  skeptical  that  Kinnock 
Co.  will  do  any  better."  That's  hardly  a  cheery  outlook  for 
country  that  still  hasn't  found  its  place  in  an  increasingl 
competitive  Europe. 

By  Richard  A.  Melcher  in  Londo 


GLOBAL  WRAPUP I 


VENEZUELA 


The  failed  Feb.  4  coup  attempt  in 
Caracas  highlights  the  risks  that 
painful  economic  reform  programs 
pose — even  in  one  of  Latin  America's 
most  stable  democracies.  President 
Carlos  Andres  Perez  has  lifted  most 
price  controls,  scrapped  government 
subsidies,  and  spurred  foreign  invest- 
ment and  the  privatization  of  state  in- 
dustries. Although  he  has  put  up  some 
good  economic  numbers,  including  97c' 
growth  last  year,  the  benefits  aren't 
reaching  the  people.  Venezuelans  be- 
lieve corruption  is  way  out  of  hand  and 
that  they  should  be  getting  more  from 
their  oil  wealth.  Opinion  polls  show 


deep  concern  about  inflation  and  crime. 
Strikes  have  crippled  hospitals,  courts, 
and  schools  in  recent  months. 

Feeling  the  pinch  themselves  and 
hoping  to  tap  popular  discontent,  rebel 
soldiers  stormed  the  presidential  palace 
and  residence  early  in  the  morning  and 
attempted  to  assassinate  Perez.  But 
the  coup  attempt  was  quickly  thwarted 
by  loyal  troops. 

Some  analysts  now  worry  that  this 
shock  could  prompt  Perez  to  abandon 
some  of  his  reforms,  to  appease  labor 
and  special  interests.  But  most  predict 
that  the  tenacious  leader  will  press 
ahead — as  Argentine  President  Carlos 
Menem  did  after  a  coup  attempt  in 
1990. 


GERMANY 


The  Bonn  government  is  revving  up 
efforts  to  open  the  telecommunica- 
tions market  in  eastern  Germany.  The 
aim  is  to  bring  down  prices  and  ini' 
prove  service.  Now,  several  U.  S.  com- 
panies are  bidding  on  a  private  cellular- 
phone  license — the  country's  second — < 
to  be  awarded  by  yearend.  BellSouth 
Corp.  has  already  teamed  up  with  Ger- 
many's Thyssen  and  Britain's  Voda- 
fone.  U.  S.  West  Inc.  will  also  be  in  the 
field,  which  will  even  include  prestige? 
carmaker  BMW.  Germany's  first  private 
mobile-phone  consortium,  which  in- 
cludes Pacific  Telesis  Group,  will  begirij 
operations  in  March. 
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INTERNATIONAL  OUTLCK 


BEFORE  YOU  KNOW  IT 

THERFLL  BE  A 
PORTABLE  COMPUTER 

THAFS  ACniALlY 
BETTER  THAN  A  DESKTOP 


I 


SEE  WHAT  WE  MEAN? 


'\'ou\  e  dreamed  about  a  com- 
puter like  this. 

One  with  power  and  display 
capabilities  equal  to.  or  greater 
than,  the  desktop  computer 
you're  using  now. 

One  you  could  take  along  to 
all  the  different  places  you 
need  to  work. 

One  vou  wouldn't  need  a  fur- 
niture dolly  to  mo\'e. 
And  here  it  is  at  last. 
The  Toshiba  T6400. 
With  dimensions  of  15.4"  VVx 
10.5"  D  X  3.3"  H  (4.1"  H  with  color 
screen),  it's  small  enough  to  fit  in 
a  briefcase. 

With  a  clock  speed  of  33 
MHz,  a  486  DX  microprocessor, 
8K  internal  cache  and  full  32-bit 
arcliitecture,  it's 
big  enough  to 
handle  all  those 
jobs  normally 
done  in  ai'i  im- 
pressi\'e  office 
building. 

And  if  a  com- 
bination like  that 

  doesn't  make  the 

T6400  a  whole  lot  better  than 
your  current  desktop  computer, 
we'll  eat  our  collective  hat. 

This  remarkable  machine 
comes  equipped  with  an  internal 
1.44MB,  3'  I  floppy  drive  and  a 


/riiiJJinon  i(Jd 
imiB/iopfAcinif. 

von  j-an  choox  a  I2i? 


120  or  200MB  hard  disk.  Plus 
4MB  RAM,  expandable  to  20MB. 
(Try  finding  any  application  that 

1 


coi/ai  cotJ. 
from  the  case. 


needs  more  memory  than  that.) 

There's  a  full-length,  IBM- 
compatible,  16-bit  expansion  slot 
so  you  can  take  full  ad\-antage  of 
your  network  card,  SCSI  control- 
ler or  any  of  a  m\Tiad  of  other 
special  purpose  cards. 

The  T6400  e\'en  comes  com- 
plete with  a  150-pin  expansion 
port  tor  direct  input/output  to  die 
CPU,  enabling  you  to  connect 
storage  and  communications  de- 
uces. Plus  an  internal  dedicated 
modem  slot,  as  well  as  built-in 
parallel,  serial,  mouse 

and  Super  "VGA   , 

video  ports. 

Depending  on 
your  own  particular 
needs,  you  can  choose 


The  AC-pou  ered         'has  full  desktop 
expandability,  inchuimgan  I6M- 
compaahle.  l6-bu  expansion  slot. 


one  of  our  two  display  screens 
The  state-of-the-art  active 
matrix  Super  VGA  color  displa 
with  Thin  Film  Transistor  tech- 
nolog\;  deli\-ers  a  higher  qualit 
image  than  most  desktop  mon 
itors.  In  point  of  fact,  it's  capabL 
of  displaying  256  simultaneous 
colors  at  640  x  480  resolution, 
for  exceptionally  realistic  photc 
graphic  images. 

The  gas  plasm.a  display 
features  16  gray  scales,  also 
at  640  X  480  resolution, 
and  a  100: 1  contrast 
ratio— se\'en  times  the  con- 
trast of  standard  LCD 
displays,  for  a  clear,  easy- 
to-read  image.  And  be- 
cause it  has  ten  times  the 
display  speed,  it  elimi- 
nates mouse  blur  while 
producing  sharper  clear- 
er animation. 

Both  ha\'e  a  diago- 
nal measure  of  10.4"  and 
provide  simultaneous 
viewing  capability'  with 
external  Super 'VGA  displavs. 
To  complete  theT6400"s 
amazing  meta- 

 ^     morphosis  fron 

desktop  to  por- 
table, we  took  a 
101-kevkevboar 
vMtli  full-size 


&  1992  Toshiba  America  Injormuaon  Syrians.  Iru:  The  Intel  Inside  Logo  is  a  rrademnTk  oj  IniA  Corporaaon. 


j  and  kev  spacing,  separate 
nteric  keypad  and  eight  ded- 
^  cursor  control  ke^'s,  and 
Jed  it  into  a  compact  11.7  lb. 
i<age  1 12.9  lbs.  with  color 
en).Then  attached  it  to  the 
J  with  a  coiled  cord,  so 
remove  it  and  use  it  on  your 


lap  (or  other  con\-enient  surface). 

Xow,  ha\ing  read  all  of  the 
above,  youd  probably  welcome 
some  additional  information.  If 
so,  call  us  at  1-800-457-7777. 

The  more  you  leam  about 
our  products  the  more  you  ll  un- 
derstand thelbshiba  philosophy: 


that  portables  are  the  future  of 
personal  computing. 

Of  course,  with  the  introduc- 
tion of  the  T6400,  it's  a  future 
that's  already  here. 

In  Touch  with  Tomorrow 

TOSHIBA 


arketin 


CONSUMER  PRODUCTS  I 


NOT  EVERYONE  LOVES 
A  SUPERMARKET  SPECIAL 


P&G  moves  to  banish  wildly  fluctuating  prices  that  boost  its  costs 


E 


ver  wonder  how  that  huge  stack  of 
paper  towels  at  the  end  of  the  gro- 
cery aisle  can  sell  at  such  a  low 
price?  Most  often,  the  manufacturer  has 
sold  the  product  to  your  supermarket  at 
less  than  the  usual  wholesale  price.  In 
fact,  he  may  even  have  handed  over 
cash  to  help  promote  his  product. 

Sounds  pretty  mundane.  But  as  con- 
sumers scan  the  papers  for  specials  on 


tions  are  scarce,  so  companies  are  often 
unable  to  distinguish  their  brands  in 
meaningful  ways.  The  short-term  solu- 
tion to  this  sluggishness  has  been  price- 
cutting  promotions  that  bring  shoppers 
in  and  boost  sales.  In  for  a  penny,  in  for 
a  pound:  As  soon  as  one  promotion  ends, 
the  pressure  builds  for  another  to  keep 
sales  numbers  on  the  rise. 
The  need  for  a  promotion  fix  gives  the 


counts  and  fees,  according  to  Donnell; 
.Marketing  Inc.  That's  up  from  M''  : 
decade  ago.  ! 

But  it  doesn't  end  there.  In  a  practic' 
called  forward  buying,  supermarket! 
pounce  on  special  wholesale  deals  uih' 
stock  up  on  far  more  merchandise  ilia 
they  plan  to  sell  during  the  promotioi 
Later,  they  get  a  wider  margin  by  sd 
ing  the  remaining  goods  at  the  reguia 
price.  Or,  in  a  practice  few  will  t.ul 
about,  retailers  may  "divert"  some  o 
the  low-priced  shipment  by  selling  eithc 
to  a  supermarket  outside  their  area  or  t 
a  middleman  who  will  do  the  divertin 
himself.  And  you  thought  selling  pape 
towels  was  simple  (table). 
HABIT  FORMING.  With  all  the  increase 
wheeling  and  dealing,  there  is  mountin 
evidence  that  promotions  seriously  dii 
tort  the  supermarket  business.  Supe 
markets  now  need  warehouses  to  stoi 


IFor  one  week  only.  Super  Colossal 
Products  offers  a  special  promotional 
price  on  Kleeno  detergent  to  California 
stores:  $20  a  case,  or  20%  off  list  price 


THE  TRADE  PROMOTION  TWO-STEP 

How  one  supermarket  could  profit  from  promotions 

XYZ 


3 Super  Colossal  allocates  funds  to 
Buy-Now  to  promote  Kleeno.  Buy- 
Now  uses  some  funds  for  advertising  and 
pockets  the  rest.  It  sells  only  5,000  cases 
at  a  discounted  price  to  shoppers 


NOW  Super  Market 


2 Buy-Now  Supermarkets  of  Happy 
City,  Calif.,  orders  10,000  cases. 
Super  Colossal  expects  Buy-Now  to  use 
the  20%  savings  to  promote  Kleeno  by 
passing  the  savings  on  to  shoppers 


4 Buy-Now  later  sells  3,000  cases  to 
shoppers  in  its  stores — but  back  at 
the  usual,  higher  price 

DATA;  BW 


5 Buy-Now  sells  the  remaining  2,000 
cases  at  a  slight  markup  to  XYZ  Mar- 
kets in  Buenos  Dias,  Ariz.,  where  Super 
Colossal  has  not  offered  the  special 
wholesale  price  available  in  California 


toothpaste  and  dog  food,  manufacturers 
and  supermarkets  use  these  promotions 
as  a  battlefield  in  their  nationwide  war 
over  the  control  of  consumer-goods 
prices — and  profits.  Now,  Procter  & 
Gamble  Co.,  one  of  the  mightiest  of  mar- 
keters, is  adopting  an  everyday-low-pric- 
ing policy  that  may  put  an  end  to  the 
complexity  and  cost  of  this  war. 
SHELF  ASSURED.  Manufacturers  and  su- 
permarkets are  duking  it  out  because  of 
two  big  problems.  First,  with  U.  S.  popu- 
lation growth  slow,  large  annual  in- 
creases in  consumption  are  a  thing  of 
the  past.  Second,  real  product  innova- 


supermarkets  plenty  of  power.  They 
control  the  promotions — and  the  shelves. 
So  the  stores  demand  a  wealth  of  subsi- 
dies from  manufacturers,  who  often  pay 
fees  for  shelf  space  and  allocate  more 
cash  for  marketing  ploys  such  as  "ro- 
tes"— the  store-sponsored  newspaper 
ads  featuring  special  prices  and  coupons. 

It  all  adds  up.  In  1970,  manufacturers 
offered  retailers  promotional  discounts 
averaging  about  4%,  according  to  consul- 
tants McKinsey  &  Co.  Now,  it's  more 
like  10%  to  15%.  Some  44%'  of  every  dol- 
lar spent  on  advertising  and  promotion 
by  manufacturers  now  goes  to  such  dis- 


"deal"  merchandise,  transportation 
ship  it,  and  office  clerks  to  make  sui 
wholesalers  and  retailers  are  getting  tl 
most  of  each  deal.  According  to  exper 
such  as  Marc  C.  Particelli,  a  senior  vie 
president  at  Booz  Allen  &  Hamilton  In( 
these  buying  operations  nov/  account  f< 
more  than  half  of  supermarket  profits 
That  leaves  manufacturers  fumin 
Industrywide,  Procter  &  Gamble  claim 
only  30%  of  trade  promotion  money  act 
ally  reaches  the  consumer  in  the  form 
lower  prices,  while  35%  is  lost  in  inef 
ciencies  and  another  357'  winds  up 
retailers'  pockets.  "It's  a  marketing  e 


"How's  the  new  proposal?"  "Finished'.' 


C  mon,  the  research  alone. . ."    "That  was  the  easy  part'.' 


The  answer  is  in  Dialog. 


i/ormafion— complete,  precise,  up- 
)-the  minute.  It's  your  most  powerful 
usiness  tool.  Find  exactly  what  you 
eed  to  know  fast  in  Dialogf  the  world's 
rst  and  largest  electronic  library.  We 
ffer  over  400  diverse,  detailed  data- 
ases  readily  accessible  online  via 
amputer  and  modem,  many  even 


on  compact  disc.  You  probably  won't 
have  to  look  anywhere  else.  See  your 
Information  Specialist  about  Dialog. 
Or  call  for  a  free  kit  on  Dialog  infor- 
mation for  your  industry. 


1-800-3-DIALOG 


Outside  US  ,  -415  858-3785.  Fax  415  858-7069. 


DIALOG  INFORMATION  SERVICES, 

A  KNIGHT-RIDDER  COMPANY 


Dialog  Business  Tools:  For  marketing, 
finance,  manufacturing,  and  manage- 
ment. Full-text  industry  reports,  financial 
tables,  worldwide  company  data,  market 
data,  patents  and  trademarks,  techni- 
cal articles,  current  news.  From  DSdB, 
S&6P,  Reuters,  Teikoku,  McGraw-Hill, 
Knight-Ridder,  and  many  other  sources, 
many  updated  daily,  even  continuously. 

INC. 
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EXPERIENCE 

PEBFORMANCE... 


'Cumulative  Total  Return  as  of  12/31/91 


Since  Inception  (i(V5«2) 


9  YEARS 


8  YEARS 


7  YEARS 


6  YEARS 


5  YEARS 


4  YEARS 


''379.1% 
''359.7% 
''236.5% 
''240.7% 
''  168.4% 
''  108.5% 
''  67.2% 
37.0% 
4.9% 
8.1% 


Average  Annual  Total  Return  as  of  12/31/91 


5  YEARS 


1  YEAR  S  YEARS  Since  Inception 

+8.1%    +15.8%  +18.5% 
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Foreign  Fund 

If  you  are  an  investor  who  is  interested  in: 
Diversifying  your  portfolio  over  seas... and  consistent, 
superior,  performance  re5n/f5...take  a  \ook  at 
this  scorecard! 

Templeton 

■    A  COMMON  SENSE  APPROACH 


Call  24  Hours  for  a  FREE  Prospectus  kit! 

1 -800-325-9950 

Ext.  935 


You  will  rc<  five  ii  |)ros|)t'(  lus  c  (iiiuiiniiig  more  (ompk-lc  inlorrnfilion.  int  ludiiig  all  charges  and 
(■x|)cnst'.s.  Keail  it  <  arc'liilK  belorc  ynii  invest  or  send  money  *Toi;il  return  r|uotations  reflect  the 
deduction  of  the  maximum  sales  charge  (H  deduf  tion  ol  a  proporlional  share  of  f-'und 
ex|)enses  on  ,in  annual  basis  and  assume  thai  all  (fividends  and  distributions  are  reinvested 
The  invesiiiK'iii  return  and  principal  value  of  an  investment  will  flue  mate  so  that  an  investor's 
shares,  when  redeem<-d.  may  fx-  worth  more  or  less  than  their  initial  cost.  Past  performance  is 
no  guarantee  ol  liiture  results  Ther<-  are  s|)ei  iai  risk  (  onsideraticjns  associated  with 
foreign  investing 

lempleioii  1  unds  I  iisiribuior,  tiK  liox  .!30.i().  SI  Petersburg,  1-L  :j373:i 
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pense  that's  like  pouring  sand  in  tht 
ocean,"  complains  a  top  executive  at  ont 
big  food  company. 

Worse,  factories  must  gear  up  to  mec 
the  huge  swings  in  demand  caused  b\ 
forward  buying  and  diversion.  Botl 
manufacturers  and  retailers  "are  alway/ 
building  toward  a  surge  or  drawinj. 
down  after  a  surge,"  notes  retailing  con 
sultant  Willard  R.  Bishop.  For  the  food, 
processing  industry  alone,  the  inefficien; 
cies  caused  just  by  forward  buying  maj 
add  costs  of  up  to  $3  billion,  or  27'  o' 
annual  industry  sales,  according  to  esti 
mates  by  Walter  J.  Salmon,  a  retailing: 
professor  at  Harvard  business  school. 

Marketers  also  worry  about  subtle:, 
damage.  Most  sophisticated  consumer 
product  manufacturers,  says  Best  Food; 
Div.  President  Robert  J.  Gillespie,  arc 
concerned  that  the  yo-yoing  of  shel 
prices  "debases  the  value  of  our  prod 
ucts"  and  teaches  consumers  to  shop  fo: 
what's  on  sale. 

STEADYING  DOWN.  Tiiese  concerns  an 
forcing  P&G  to  attempt  a  cure  for  promo 
tion  sickness.  It  is  sharply  reducing  tb 
number  of  steep  discounts  on  wholesal 
prices  that  it  periodically  offers  stores 
Affected  are  40%  of  its  product  line,  in 
eluding  such  stalwarts  as  Crisco,  Ca: 
cade,  Jif,  and  Oxydol.  But  at  the  sami 
time,  P&G  has  reduced  its  wholesale  lis 
prices  for  these  products.  According  t< 
analyst  Jay  Freedman  of  Kidder,  Pea 
body  &  Co.,  P&G  has  reduced  its  whole 
sale  list  prices  by  257'  on  Oxydol,  137'  o: 
Cascade,  and  107'  on  toilet  tissue.  Thes- 
adjustments  leave  the  total  costs  to  re 
tailers  about  the  same.  P&G  is  also  sti 
offering  some  promotional  funds. 

So  why  bother?  P&G  hopes  lower  lis 
prices  will  cut  away  the  manufacturini 
and  handling  inefficiencies  caused  b; 
deal  buying,  lead  to  reduced  regula 
prices  on  store  shelves,  and  build  u 
brand  loyalty  among  consumers.  Says 
P&G  spokesperson:  "We  essentially  sa\ 
an  erosion  in  our  brand  equity,  and  th 
strategy  is  intended  to  restore  the  pri( 
ing  integrity  of  our  brands." 

The  risk,  of  course,  is  that  angry  n 
tailers  may  opt  to  shun  P&G  products  i 
favor  of  rivals  that  continue  to  offe 
lucrative  deals.  And  hungry  competitor 
may  increa.se  tho.se  deals  in  an  effort  t 
snatch  shelf  space  and  volume  fror 
P&G.  Although  Procter  acknowledge 
that  early  on  it  saw  some  loss  of  bus 
ness,  a  spokesperson  says  business  ha 
turned  up  and  was  "very  good"  for  th 
last  five  months  of  1991.  In  the  las 
quarter,  P&G's  U.  S.  unit  sales  were  up 
healthy  57'  in  most  categories. 

As  for  the  competition,  "I  haven 
seen  either  Colgate-Palmolive  or  Leve 
Brothers  try  to  take  advantage  of  th 
situation,"  says  Jules  Rose,  chairman  c 
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Nightmare  Scenario  #2 


THE  RUNAWAY 
CASH  SUCKER. 

"Why  didn't  someone  tell  me  this  @$!?& 
network  would  cost  so  much?" 


A lot  of  executives  go  pale 
when  they  see  how  much 
their  computer  networks  are 
really  costing  them. 

"What's  with  all  this  new  pay- 
roll?" they  ask.  "I  thought  this  thing 
was  going  to  save  us  money." 

Too  late.  They're  strapped  to  a 
runaway  cash  sucker  and  heading 
downhill  fast. 

The  fact  is,  the  real  economics  of 
running  a  computer  network  are 
never  even  mentioned  by  the  peo- 
ple trying  to  sell  you  one. 

And  not  knowing  can  cost 
you  plenty. 

Research  proves  Banyan 
more  cost-effective  than 
Novell,  IBM,  DEC  and 
Microsoft. 

Which  brings  us  to  the  research 
report  offered  free  on  this  page. 

It  was  compiled  by  the  Business 
Research  Group,  and  shows  how 

Time  Required  To 

Add  A  Network-Wide  Service 


Banyan 
VINES 

Novell 
Netware 

IBM  LAN 
Server 

DEC 
Pathworks 

LAN 
Manager 


111.5  1 

-  153  1 

0    20    40    60    80    100  120    140  160 
Minutes 

Business  Researcti  Group/Newton.  MA  bc16D 

For  sheer  cost-ejfectiveness, 
Banyan  surpasses  everyone. 


Banyan,  Novell,  IBM,  DEC,  and 
Microsoft  stack  up  against  each 
other  in  cost  of  operation. 

What  BRG  did  was  to  interview 
the  day-to-day  LAN  managers  at 
180  different  organizations  about 
the  length  of  time  required  to  exe- 
cute 1 1  typical  network  functions. 


Send  for  this  imparliat  .vwrv'f  v 
of  ne  work  cost-efficiency,  lis  full 
of  hard,  actionable  data. 

Banyan  won  in  all  1 1  categories. 
Often  by  astounding  margins. 

Whatever  the  job,  administrators 
of  Banyan  VINES  networks  were 
able  to  do  them  faster. 

And  faster  translates  into  smaller 
staffs  and  lower  cash  outlays. 

Banyan  won  across  the  board 
because  our  unique  integrated 
architecture  greatly  simplifies 
administration.  With  Banyan 
VINES,  cost-efficiency  is  built  in 
from  the  beginning. 


Computer  networks  are  rapidly 
becoming  indispensable  to  busi- 
ness. So  understanding  the  true  cost 
of  networking  is  now  critical. 

The  BRG  report  is  a  good  place 
to  start.  This  is  a  real-world  report 
based  on  the  testimony  of  actual 
network  managers. 

Banyan  is  the  world  leader  in 
simplifying  the  use  and  manage- 
ment of  networks — and  we  can 
show  you  why. 

For  your  free  copy 
of  the  BRG  report, 
call  1-800-828-2404. 


I  1 

Please  send  this  coupon  to:  BANYAN. 
120  Flanders  Road,  Westboro,  MA  01581 
1-800-828-2404. 


iS  1 1  1 1 
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BANYAN' 

NetM'orking.  Witfioiit  Limits." 


62  years  of  dividend  payments  like  clockwork 

PUT  WELLINGTON  FUND'S 
TIME-TESTED  STRATEGY  TO  WORK 
FOR  YOU. 


If  you're  seeking  income  and 
growth,  but  your  risk-tolerance  is 
low,  consider  Vanguard's  Wellington 
Rind.  It  was  America's  first  balanced 
fund  and,  over  its  62-year  lifetime, 
has  never  missed  a  quarterly  divi- 
dend payment. 

Wellington  seeks  to  provide 
durable  current  income  plus  capital 
growth  while  conserving  your 
principal.  The  Fund  invests  in  high- 
quality  stocks  balanced  with  invest- 
ment-grade bonds.  Its  investment 
approach  is  similar  to  that  followed 
by  most  of  the  nation's  large  corpo- 
rate pension  funds. 

Plus,  get  these  Vanguard  benefits: 

•  No  sales  charges,  redemption  fees, 
or  12b-l  fees. 

•  Option  to  automatically  reinvest 
any  capital  gains  and  dividends. 

•  Minimum  initial  investment: 
$3,000;  IRAs,  $500. 


Call  1-800'662-SHIP 

24  Hours,  7  Days 
for  a  free  Wellington  Fund 

 !Qf^''iP.^^i9D  J^l^  

Please  send  me  a  free  Wellington  Fund  ~' 
Information  Kit 

I  understand  it  contains  a  prospectus 
with  more  complete  information  on 
advisory  fees,  distributionchargesand 
other  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money 
Also  send  information  on  □  IRA  (71) 
□  Keogh/Pension  (70). 
Vanguard  Wellington  Fund 
RO.  Box  2800 

Valley  Forge,  Pennsylvania  19482 

Name  


Address - 
City  


State  _ 

(21) 


-Zip. 


TH^anOTandGROUP 

*^OF  INVtSTMLNT  COMrANIES 


Ever>  year  thousands  of  babies  die 
of  chol<ing,  suffocating  or  ottier 
bteattiing  emergencies  Don  t 
let  yours  be  one  of  them 


American  Red  Cross 
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Sloan's  Supermarkets  Inc.  in  New  York 
City.  Colg^ate  and  Lever  declined  to  com- 
rpent  on  P&G's  actions,  but  many  other 
manufacturers  salute  Procter.  "It's  too 
bad  if  people  don't  take  this  kind  of  lead- 
ership and  follow  this  statesmanlike  po- 
sition," says  Gillespie  of  Best  Foods, 
which  makes  such  brands  as  Hellmann's 
mayonnaise  and  Skippy  peanut  butter. 
JUNGLE  LAW.  Past  attempts  to  hold  the 
line  on  promotions  generally  haven't 
been  successful,  however.  Coca-Cola 
Foods,  for  instance,  tried  a  similar  move 
with  its  Hi-C  brand  in  the  early  1980s, 
but  rivals  grabbed  market  share  by 
boosting  their  deals.  Ten  years  later, 
competitors  may  find  the  temptation  to 
boost  short-term  volume  with  promo- 
tions irresistible.  Earnings  at  many 
packaged-goods  companies  haven't  prov- 
en as  recession-proof  as  the  conventional 
wisdom  once  held.  P&G's  salvo  is  "a 
gutsy  move,  but  it's  a  hard  thing  to  do 
in  this  environment,"  Chris  Lamb,  direc- 
tor of  branded  cereal  trade  marketing  at 
Ralston  Purina  Co.,  told  a  recent  indus- 
try conference. 


Some  retailers  are  retaliating 
by  cutting  Procter  &  Ganible 
orders  or  going  out  of  their 
way  to  promote  rival  brands 


Most  big  supermarket  chains  and  gro- 
cery distributors  are  keeping  mum.  But 
industry  consultants  report  that  some 
are  angered.  Because  their  marketing 
distribution,  and  administrative  struc- 
tures are  all  geared  to  handle  deals,  thej 
fear  that  P&G's  new  policy  could  make 
them  uncompetitive  with  rivals  such  as 
Wal-Mart  Stores  Inc.  that  already  use 
everyday  low  pricing. 

Some  retailers  are  beginning  to  retail 
ate,  cutting  down  on  the  sizes  and  types 
of  P&G  items  they  sell  or  reducing  theii 
promotion  of  Procter's  brands  in  favoi 
of  rivals'.  Outsiders  say  Vons  Cos.,  the 
large  California  chain,  is  so  upset  ai 
Procter's  policy  that  it  has  refused  U 
stock  P&g's  new  sizes  of  Pampers.  Vons 
officials  were  not  available  for  comment 

Still,  there  are  some  early  signs  tha' 
P&G  has  started  to  change  the  way  th( 
game  is  played.  Sloan's  Rose  says  h< 
recently  got  a  call  from  a  diverter  ii 
Denver  who  was  offering  a  special  oi 
Top  Job,  a  P&G  cleanser.  Because  of  ifc 
new,  everyday-low-price  strategy,  Ros( 
says,  "P&G  was  offering  it  at  10(t  less  pei 
item  than  he  was." 

By  Zachary  Schiller  in  Cleveland,  until 
bureau  reports 


STEADY  ON. 


After  we  acquired  Great  Northern  Nekoosa, 
our  plan  was  to  pay  down  debt  as  quickly  as  possible.  In  part, 
by  divesting  the  company  of  non-strategic  assets. 

A  recent  case  in  point  is  the  sale  of  an  80%  interest  in 
two  papermaking  facilities  and  timberlands  in  Maine  for 
$300  million.  It's  money  we'll  use  to  further  reduce  debt.  Which,  in 
turn,  will  bring  our  total  debt  reduction  to  $1.5  billion. 

And  considering  we  did  this  in  less  than  two  years, 
we  think  it's  an  accomplishment  worth  noting. 

We'll  continue  with  our  plan  to  strategically  manage  debt. 
And  we'll  continue  to  focus  on  our  core  businesses. 
Strengthening  them.  Adding  value  to  them. 

While  affirming  to  our  shareholders  that 
we  are  steadily  on  course. 


Georgia-F^cific  ^ 


©1992  Georgia-Pacific  Corporation,  All  rights  reserved. 
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AIRLINES  I 


SOVIET  BREAKUP?  COUP? 
THAT'S  MINOR  TURBULENCE 


British  Aii-\vays  aiid  Aerotiot  ai'e  detemiiiied  to  see  Air  Russia  fly 


For  British  Airways  PLC.  doing  busi- 
ness in  the  former  Soviet  Union 
has  had  all  the  drama,  complexity, 
emotional  extremes,  and  sheer  length  of 
a  Russian  novel.  It  was  October.  1990. 
when  BA  Chairman  Lord  King  and  Boris 
Y.  Panyukov.  the  Soviet  Civil  Aviation 
Minister  and  chairman  of  Aeroflot.  re 
vealed  plans  for  the  launch  of  a  new 
international  airline,  dubbed  Air 
Russia,  by  1992.  But  15  months 
later,  the  Civil  Aviation  Ministry 
no  longer  exists.  Panyukov  has 
dropped  from  the  picture,  and 
projected  costs  of  $700  million 
have  shot  up  to  $850  million.  Now 
the  partnei-s  say  Air  Russia  won"t 
get  off  the  ground  before  1994. 

Bad  news?  Not  back  in  the  for- 
mer Soviet  Union.  "From  my 
pomt  of  view,  the  situation  is  pos- 
itive."' says  Nikolai  X.  Pechnikov. 
chief  of  Aeroflot's  joint  venture 
division.  "This  project  has  sur- 
vived all  of  the  problems  we  have 
been  going  through."  Aeroflot  pi- 
lots are  already  in  Britain.  ti~ain- 
ing  under  the  aegis  of  British 
Air.  And  BA  has  agreed  to  reno- 
vate Moscow's  ramshackle  Domo- 
dedevo  Airport.  But  a  major  piece 
of  the  puzzle  remains:  money.  BA 
and  Aeroflot  say  they  hope  to 
have  initial  financing  in  place  by 
March.  ""BA  is  breaking  new 
ground."'  says  one  European 
banker.  "This  is  the  kind  of  big. 
high-profile  deal  we"d  like  to  do. " 

Still,  getting  the  loans  is  ex- 
ceedingly difficult,  both  partnei-s 
are  forced  to  admit.  Banks  have 
become   increasinglv  nervous 


about  lending  money  to  ventures  in  the 
former  Soviet  Union  since  tlie  collapse 
late  last  year  of  Vnesheconombank.  the 
Soviet  foreign  trade  bank  that  pronded 
all  guarantees  for  project  financing.  But 
the  fact  that  the  venture  has  survived  at 
all  is  testament  to  how  badly  both  BA 
and  Aeroflot  officials  want  Air  Russia  to 
flv.  For  Russia,  which  has  taken  over 


the  joint  deal,  the  new  airline  will  be  tht 
crown  jewel  in  the  fledgling  privatiza 
tion  plans  of  Aeroflot,  which  controls 
airports,  cargo  operations,  and  hotels,  k 
addition  to  a  fleet  of  2,000  planes.  Foi 
BA.  the  venture  would  expand  its  interj 
national  senice.  gi\ing  it  a  substantia 
lead  over  other  carriers,  such  as  Amerii 
can.  Air  France,  and  Japan  Air  Lines 
which  have  become  noticeably  more  cau^ 
tious  about  the  region. 

Given  the  trials  and  tribulations  of 
British  Au-.  it's  easy  to  see  why.  As  ear 
ly  as  1987.  BA  saw  opportunities  to  ex 
pand  its  presence  in  the  So\iet  market 
At  first.  BA  was  to  pro\ide  Aeroflot  witl 
an  array  of  support  services.  Little  camt 
of  it.  BA  then  joined  a  British  consortiun-' 
hoping  to  overhaul  Sheremetyevo  Inter 
national  Airport  but  lost  out  to  Luft 
hansa.  In  1990.  BA  helped  Aeroflot  ex 
ri  plore  other  opportunities,  from  ; 
new  reservations  system  to  plans 
:V>r  a  shuttle  senice  from  Mos 
cow  to  Leningrad  and  Kiev,  mod 
eled  on  ba's  own  in  Britain. 
SOMETHING  RADICAU  Eventually 
it  became  clear  that  Aeroflot's  in 
efficiencies — an  outmoded  fleet 
.iiominable  customer  service,  nc 
ost  controls — required  some 
:iiing  revolutionary.  BA  proposec 
a  new  airline.  The  only  problen 
was.  other  carriers  were  ap 
proaching  Aeroflot  with  a  similai 
idea.  John  Borkowski.  ba's  sti-at 
eg\"  chief  and  top  negotiator 
needed  something  radical  to  sei 
BA  apart.  Although  ba  had  mini 
mal  experience  in  airport  renova 
tion.  Borkowski  proposed  that  ii 
construct  a  new  125.000-square 
foot  terminal  at  Domodedevo  anc 
modernize  the  rest  of  the  decay 
ing  airport.  BA  officials  were  re 
luctant.  But  the  terminal  woulc 
provide  jobs  and  hard  currency 
and  head  off  doubts  by  Aerofloi 
that  the  deal  was  stacked  in  ba's 
favor.  Says  Borkowski:  "I  didn'i 
see  how  we  could  make  the  proj 
ect  work  without  it." 

Once  BA  agreed,  it  seemed  ev 
erv  bureaucrat  from  Moscow  tc 


AIR  HUUKE  Plans  to  set  up  new  catering,  freight  handling  centers  in 
St.  Petersburg  for  Aeroflot 

AIR  UNGK  Cqrries  passengers  from  Ireland's  Shannon  Airport  to 
New  York  as  part  of  joint  Belarus  Airlines'  new  Minsk-Shannon-Mos- 
,cow  service 


project  for  Aeroflot;  consulting  with  Lithuania  Airlines 

RNHAIR  Forming  airline  with  Aerofkit  to  operate  from  St.  Petersburg 

LDFIHAIISA  Heads  consortium  to  refurbish  Moscow's  Sheremetyevo 
Airport,  build  new  terminals  and  a  hotel,  for  $470  million 


AltBRKAN  AIRUIRS  Sister  company  AMR  Information  Services,  with  NORTHWEST  AIRLINES  Testing  satellite-based  navigation  system  for 
IBM,  doing  $5  million  feasibility  study  for  reservations  automation  use  over  Siberia 
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INDUSTR 


Tjo  us  J  dental  plans  are  second  nature. 

Tjo  otkers,  tkeyre  second  to  everytking  else. 

ftun,  tlie  convcnic-ncc  of  opting  {or  a  Lin  JleJ  Ix-nefit?  package  is  o  ffset  l,v  tl 
wealcncss  of  tKe  Jcntal  program  component.  □  Tliat'swlivit  s  to  your  company's  aJvantage 
for  you  to  clioose  tlie  expertise  an  J  quality  assurance  offered  \iy  Delta  Dental.  CH  Since  1954, 
Delta  Dental  lias  lieen  tlie  only  national  organization  committed  exclusively  to  dental 
benefits.  Our  comprefiensive  cost  management  program  maL'es  Delta  Dental  a  greater 
value  in  tlie  long  rim  and  limits  emplovees'out-of-pocL;et  ci'sts.  And  our  extensive  net- 
work t)f  participating  dentists  allows  us  tod  eliver  managed  care  features  at  a  level  unmatcned 
loy  companies  for  whom  dental  plans  are  merely  a  sideline.  □  Tl  lat's  winy  Delta  Dental 
lias  a  98%  customer  retention  rate,  covers  more  tfian  22  million  people  in  more  tfian 
28,000  groups  and  pays  more  tlian  $2  till  ion  a  vear  tor  uental  care.  □  Tol  earn  more  al)t)ut 
liow  your  group  can  sKare  in  tfie  advantages  of  cfioosing  tlie  nation's  largest  specialist  in 
dental  liealtli  plans,  call  1-800-441-  3434  today.    ^  DOltd  DGIltdl 

AmericaiS  Leader  in  Dental  Health  Plans 


Small  Wonder. 


hiiii<rsl(>l.il  riHiirii 

ii;  :;i  •)! 

(miHil.ilivi' 
Int.il  return 

Avt'Mm'  .iiiiui.ii 

toral  rt'tuni 

ONE  YEAR 

1  ]  Ml  -  L'  ,;i  '11 

39.44* 

39.44* 

FIVE  YEARS 

1  1  s7-  IJ  !)i 

98.47* 

14.69* 

LIFE  OF  FUND 

L'     .sr.-  ij  M  'i\ 

113.04* 

13.42* 

Legg  Mason  Special  Iiwestment  Trust. 


Tl ir  h 't^t^  MaM  III  S( )fcial  InwsliiU'i it  Trust 
IS  .1 w  kI  cxaiiipk'  ( if  wliv  thinking  small  can 
I  )ri I   I  )ig  n  'suits,  Knowi nsJ  where  ti  >  look  can 
take  the  w(  inder  out  ( if  investing. 

k'gg  Mason  S[)ecial  Investment  Trust  is  a 
cc  immi  HI  st{  ick  fund  seeking  capital  ap|)reeia- 
ti(  III  tlir(  lugh  investment  in  smaller  companies 
A  $1,(100  minimum  investment  is  required 

Hie  investment  return  and  princi[)al  value 
( if  an  investment  in  the  fund  will  fluctuate  s(  i 
that  an  invest(  ir's  shares,  when  rcdeemeti.  may 
be  worth  more  or  less  thai  I  their  original  c(  i.st. 

Tile  returns  sIk  )wiuire  bascxl  on  liistorical 
results  and  are  not  intended  to  indicate  future 
perfi  in  nance. 


Calculations  include  reinvestment  ( >f 
capital  gains  and  dividends, 

Rjr  a  pros|.)ectus  a  intaining  more  com- 
plete information,  including  ch.irges  and 
ex|KMi,ses,call  1-800-822-5544  'RcuI  it 
carefiilK  heforr  investing  or  sending  riK  inev. 

Special 
jiJ  InvestmentTrust 

I  riijjMa.M)!!      liivi-stnicni  Ir.idilHinSiiKi.-  IK'W 
the  l.fijii  M.iM  111  Ti  iwcr,  Ballimdrf.  MD  2 1 2li:t 
Aviiilable  exclusively  through  Legg  Ma.s<Jti 

This  ad  does  nut  constitute  an  offer  m  any  state 
m  which  such  an  offer  cannot  lawfully  he  made 


Invest  in  futures. 


Wlien  you  invest  in  America's 
inclependent  cc  )lleges  and  universities, 
look  what  you  get  in  return. 

These  independent  institutions 
produce  over  50%  of  the  nation's 
corporate  leaders,  yet  they  enroll  a  mere 
21%  of  the  toti\  .student  populatic:)n. 

ITiey  are  also  re.sponsibie  for  more 
than  half  the  recent  breakthroughs  in 
astronomy,  chemistry,  mathematics 
and  earth  .science. 


Call  us  for  infonnation  on  supporting 
independent  higher  education  through 
,scholarships,  targeted  giving  programs,  or 
unrestricted  grant.s. 

No  investment  more  directly  benefits 
your  company's  future.  Or  yields  a 
higher  return. 

Foundation  U>r  Independent 
Higher  Education,  Five  kindmark 
Square,  Suite  330,  Stamford,  CT 
06m-2^O2.  Phone  (203)  353-1S44, 


Foundation  for  Inclependent  Higher  Education 

Serflfifi  600  prii'ate  colleges  in  the  public  ititeresl 


ndustries 


Minsk  wanted  a  piece  of  the  action.  A 
one  point,  BA  had  to  gently  rebuff  ai 
influential  Russian  official  who  wantei 
'to  use  Air  Russia  to  promote  the  sale  o 
Russian  airplanes  to  the  West.  His  ide; 
was  to  use  Russian  planes  fitted  ou 
with  Western  engines,  yet  he  had  m 
idea  when  the  planes  could  be  delivered 

And  the  venture  was  continually  bul 
feted  by  ill  winds  from  Soviet  politica 
storms.  A  crackdown  in  the  Baltics  las 
January  put  the  deal  into  deep  freeze  fo 
months.  By  spring  it  was  back  on  track 
and  it  formally  was  registered  on  Jul; 
2(i.  But  three  weeks  later  carne  the  cou] 
"F'rankly,  we  said  goodbye  to  each  otii 
er,"  recalls  Pechnikov.  The  coup  col 
lapsed,  and  talks  picked  u[)  without  ski] 
[ling  a  beat. 

Borkowski  and  his  team  also  had  ti 
get  used  to  the  idea  that  the  Russian: 
knew  little  about  their  own  airline.  "Wi 
would  ask  questions  about  the  numbe 
of  hours  planes  spent  on  each  route, 
recalls  Borkowski,  "and  they  would  lool 
at  us  blankly."  The  Russians  were  no 
without  a  sense  of  humor,  howevei 
When  a  B.\  team  member  asked  abou 
the  value  of  the  Aeroflot  fleet,  an  Aerc 
flot  official  threw  u])  his  hands  and  saic 
"How  about  2,000  Marlboros?" 
FEAR  OF  COMMITMENT.  The  banks  think 
ing  about  financing  the  venture  are  ur 
likely  to  find  that  answer  very  funn> 
Without  Vnesheconombank  to  guarante 
loans,  B.A.  is  trying  to  spread  the  risk 
The  partners  have  hired  financial  advi; 
er  Spectrum  Capital  Ltd.  and  have  a{; 
proached  the  World  Bank  and  the  Eurc 
pean  Bank  for  Reconstruction  t 
Development  for  financing.  To  make  th 
deal  more  palatable.  Air  Russia  will  kee 
ownership  of  the  planes  offshore,  wher 
creditors  will  have  an  easier  time  gettin 
at  theiTi  in  the  event  of  default.  Yuri 
Lebedev,  chairman  of  the  Russian  R( 
public  Innovation  Fund,  a  part  owner  o 
Air  Russia,  says  the  idea  is  to  build 
"soft  financial  structui'e."  Partner 
from  jet-engine  maker  Rolls-Royce  PL 
to  B.\  to  Boeing,  which  will  supply  seve 
7(i7s,  will  share  the  risk. 

As  the  deal  stands,  B.-\  will  take 
with  eDV!  distributed  among  Aeroflc 
Doniodedovo  Airport,  and  the  Russia 
Republic  Innovation  Fund.  Daily  flight 
from  Moscow  to  London  should  begin  i 
January,  1994,  adding  such  cities  as  To 
kyo,  Paris,  and  Seoul  during  the  yeai 
Service  to  New  York,  Milan,  and  Osak 
will  follow.  A  financial  plan  calls  for  A; 
Russia  to  break  even  in  1997.  Such  pn 
jections  seem  pie  in  the  sky,  given  th 
uncertainty  in  the  region.  Then  agaii 
it's  that  kind  of  optimism  that  has  take 
Air  Russia  this  far. 

Bij  Richard  Melcber  in  London  and  Roi 
Brady  in  Moscow 
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INDUSTI 


...so  start  planning  today! 


Someday  this  brown  envelope  will  look  very,  very 
familiar.  Once  a  month  you  will  carefully  open  it . . . 
knowing  that  the  check  inside  isn't  nearly  enough  for 
a  comfortable  retirement. 

That's  not  surprising.  Social  Security  was  never  designed 
to  provide  all  your  retirement  income. 

In  fact,  you  can  count  on  Social  Security  to  provide  no 
more  than  33%  of  your  retirement  income  needs.  Your 
company  pension  plan  may  provide  an  additional  20%. 
The  rest  is  up  to  you. 

Whether  you're  23  or  63,  now  is  the  time  to  start  planning 
for  your  retirement ...  by  ordering  Franklin's  Retirement 
Income  Planning  Guide. 

Youll  learn  how  to  determine  how  much  retirement 
income  you  need,  how  to  pick  the  right  retirement  plan 
for  your  needs,  and  how  to  choose  an  investment  for 
your  plan.t 


+An  investment  in  a  Franiclin  fund  does  not  guarantee  that 
your  retirement  expenses  will  be  met. 


Order  your  free  Franklin  Retirement  Income 
Planning  Guide  today! 

1-800-342-FUND  Ext.479 


Franklin  Distributors,  Inc.  bwk92 
777  Mariners  Island  Blvd  479 
San  Mateo,  CA  94404-1585 

YES!  1  would  like  a  free  copy  of  Franklin's  Retirement 
Income  Planning  Guide.  I  would  also  like  a  prospectus 
containing  more  complete  information,  including  charges 
and  expenses  on  the  fund{s)  checked  below.  I  will  read 
the  prospectus(es)  carefully  before  I  invest  or  send  money. 

□  Franklin  Equity  Fund 

□  Franklin  Income  Fund 

□  Franklin  Adjustable  U.S.  Government 
Securities  Fund 

□  Franklin  Money  Fund 

□  I  am  currently  a  Franklin  shareholder. 

Name  


Address  . 


City/ State/ Zip  . 


F  n  A\  Nl  K<  L  I  N] 

Member  $5}  Billion  Franklin  Group  of  Funds® 


AND  THE 
WINNERS  ARE... 

A  HANDICAPPER'S  GUIDE  TO  THE  HIGHEST-ACHIEVING  EQUITY  FUNDS 


Julian  A.  Lerner  launched  the  Char- 
ter Fund  in  196S  with  a  dream  that 
it  would  one  day  have  a  S25  million 
portfolio.  But  the  fund  nearly  folded 
during  the  1970  bear  market,  and  for 
many  years,  a  strong  record  didn't  pre 
vent  investors  from  pulling  more  money 
out  than  they  put  in.  Even  at  the  end  of 
the  roaring  '80s.  Lerner's  fund  remained 
a  pip-squeak  in  a  world  of  giants,  with 
only  STT  million  under  management. 

Then  came  the  avalanche.  In  1990,  AIM 
Charter,  as  the  fund  is  now  known, 
made  money  when  most  funds  didn't 
and  caught  the  eve  of  inves- 


tor. By  the  end  of  1990.  .\IM  Charter 
had  S122.9  million  in  assets.  In  1991's 
bull  market.  Lerner  chalked  up  a  Sl.S^c 
total  return.  Now.  the  fund  is  more  than 
S6o0  million,  and  cash  is  still  coming  in 
at  a  rate  of  S3. 5  million  a  day. 
CASH  FLOW.  Lerner  has  plentj-  of  compa- 
ny. In  December  alone,  new  money  flow- 
ing into  equit}"  mutual  funds  totaled  S7.4 
billion,  easily  beating  the  pre\ious  rec- 
ord of  So.9  billion  set  in  Januar}  ,  1987. 
And  the  bu\ing  binge  is  not  over.  By 
most  counts.  January  mutual-fund 
sales — to  be  reported  the  last  week  of 
February- — will  far  exceed  December's. 


The  deluge  of  dollars  is  widespread 
Twentieth  Centun,"  Funds,  for  instance 
is  taking  in  about  S20  million  a  day.  Tht 
Kansas  City  (Mo.)-based  fund-manage 
ment  company  took  32  years  to  get  & 
bOlion  in  assets — and  just  one  more  yeai 
to  double,  to  nearly  816  biUion.  The  top 
performing  Kemper  Growth  Fund  i- 
now  drawing  in  84.5  million  a  day,  vs 
about  S600.000  a  year  ago. 

It's  easy  to  explain  the  bujing  frenzy 
Interest  rates  are  at  the  lowest  level  in  e 
generation,  and  rettims  on  certificates 
of  deposit  and  money-market  funds  are 
paltT}-.  Just  as  important  1991  was 


E  T  O  P  P 


Fund 


Average  onnoal  totd  return* 


Obfective 


Risk 


AIM  CHARTER 

AIM  WEINGARTEN 

Al£ER  SMAU  CAPITALIIATION 

BERCER  100 


18.8% 
20.8 
25.7 
25.5 


Growth/income 

Growth 

Small  company 

Growth 


Low 

Average 

High 

High 


CIGNA  VALUE 

DEAN  WIHER  AMERICAN  VALUE 
DREYFUS  STRATEGIC  INVESTING 
DREYFUS  THIRD  CENTURY 


19.7 
17.2 
19.0 

16.2 


Growth/income 
Growth 
Growth 
Growth 


Average 
Low 
Low 
Low 


<  ^ 


FIDELITY  BALANCED  12.3  Bclonced 

FIDELITY  CONTRAFUND  22.3  Growth 

FIDELITY  SEL  BIOTECHNOLOGY  33.0  Healthcare 

FIDELITY  SEL  FOOD  &  AGRICULTURE  22  6  Specialty 


Very  low 
Average 
Average 
Low 


FIDELITY  SEL  HEALTH  CARE  28.6  Healthcare 

FIDELITY  SEL.  MEDICAL  DELIVERY  27.1  Healthcare 

FIDELITY  SEL  TELECOMMUNICATIONS  19.4  Utilities 

FINANCIAL  INDUSTRIAL  INCOME  18.7  Equity-income 


Average 
High 
Average 
Low 


FINANCIAL  STRATEGIC  HEALTH  SCIENCES  36.7  Healthcare  High 

FPA  PARAMOUNT  17.7  Growth/income  Low  ^ 

GABELLI  ASSET  16.6  Growth  Very  Lowjj 

lAI  REGIONAL  17.2  Growth  Low  jj 


(liar  year  for  stocks,  and  the  average 
'ersified  fund  handily  beat  the  market, 
livering  a  spectacular  37.3%  total  re- 
•n,  vs.  30.4%  for  the  Standard  & 
or's  500-stock  index  (table,  page  76). 
Health  care  funds  shot  out  the  lights, 

78.3'/;.  That's  the  third  year  in  a  row 
it  such  funds  led  the  mutual-fund  per- 
•mance  derby.  They  invest  in  every- 
ng  from  major  drug  companies  such 

Merck,  Glaxo,  and  Pfizer  down  to 
jculative  biotechnology  startups.  The 
ipenheimer  Global  Bio-Tech  Fund  de- 
ered  the  year's  highest  returns,  up 
1.1%.  Health  care  stocks  contributed 
the  success  of  diversified  funds,  too. 
But  investors  didn't  have  to  own 
alth  care  funds  to  make  a  bundle, 
mbling  interest  rates  improved  the 
)spects  for  financial-services  compa- 
■s,  so  their  stocks — and  the  mutual 
ids  that  invest  in  them — soared.  Tech- 
logy  funds  gained  49.3%,  even  while 
J  computer  stocks  such  as  IBM  and 
gital  Equipment  Corp.  languished. 
)st  important,  funds  that  invest  in 
lall  companies  blossomed  with  an  av- 
ige  51.5%  return. 

Can  mutual  funds  keep  up  these  su- 
rsonic  returns?  Don't  look  for  307'  ev- 
}  year — or  even  20%.  During  the 
?0s,  equity  funds  delivered  about  15% 
•ear,  on  average,  and  that  was  consid- 


ered hot  stuff.  The  long-term  average 
return  from  equities  is  10.47^  a  year. 

But  by  investing  judiciously  in  the 
right  funds,  mutual-fund  investors  don't 
have  to  settle  for  average.  That's  why 
we  bring  you  the  1992  BUSINESS  WEEK 
Mutual  Fund  Scoreboard.  To  aid  your 
fund  search,  we  are  adding  130  funds, 
bringing  the  total  to  760. 
STEADY  SUCCESS.  The  scoreboard  is  a 
trove  of  funds'  vital  statistics:  returns 
for  the  last  year  and,  where  available, 
for  the  last  3,  5,  and  10  years;  sales 
charges  and  expense  ratios;  and  portfo- 
lio data  such  as  price-earnings  ratio, 
largest  holdings,  and  risk.  To  help  you 
find  the  best  funds,  we  measure  returns 
for  the  last  five  years,  adjust  them  for 
risk,  and  assign  ratings.  This  year,  41 
funds  earned  three  upward-pointing  ar- 
rows, BUSINESS  week's  highest  accolade 
(table). 

Some  of  the  best  funds  share  portfolio 
managers,  aim  Charter's  Lerner,  for  in- 
stance, also  runs  Olympus  Stock  Fund. 
The  Janus  and  Janus  Venture  funds  are 
managed  by  James  P.  Craig.  John 
Kaweske  runs  two  strikingly  different 
winnei's:  the  conservative  Financial  In- 
dustrial Income  and  the  high-flying  Fi- 
nancial Strategic  Health  Sciences. 

Kaweske's  health  care  portfolio 
earned  a  36.7%  average  annual  return 


over  the  last  five  years  and  a  staggering 
91.8%  in  1991.  Six  of  BW's  top-rated 
funds  are  health  care  portfolios. 

Don't  look  for  a  repeat  of  1991's  spec- 
tacular results,  but  health  care  funds 
will  continue  to  make  money  for  their 
investors,  despite  political  pressure  for 
national  health  insurance  and  cost  con- 
tainment. "If  you  go  to  some  sort  of 
national  health  care  system,  it  will  in- 
crease the  demand  for  services,"  says 
Kaweske.  "There  will  be  37  million  peo- 
ple not  covered  by  health  plans  who 
would  be.  Health  care  is  still  going  to  be 
a  growth  industry." 

Investing  in  growth  stocks  has  been  a 
winning  strategy  for  the  past  several 
years,  as  the  recession  took  its  toll  on 
such  cyclical  industries  as  autos,  chemi- 
cals, and  paper.  That's  how  the  many 
growth  funds — such  as  AIM  Weingarten, 
Berger  100,  ids  New  Dimensions,  and 
Twentieth  Century  Growth — won  the 
highest  BUSINESS  WEEK  ratings.  They 
don't  invest  in  any  one  industry  but 
search  for  companies  in  industries  that 
are  not  tied  to  the  business  cycle. 

These  diversified  funds  will  likely 
stick  to  their  traditional  growth-stock 
holdings  even  when  the  economy  im- 
proves. "We're  looking  for  low  economic 
growth  and  low  inflation,"  says  Michael 
Arends,   co-portfolio   manager   of  the 


Of  the  760  funds  in 
BUSINESS  WEEK'S 
Mutual  Fund  Scoreboard, 
these  41  have  earned 
three  upward-pointing 
arrows,  the  highest  rat- 
ing for  risk-adjusted  per- 
formance over  the  last 
five  year  period 


X 

23.8 

Growth 

Average 

XII 

24.5 

Growth 

Average 

>  NEW  DIMENSIONS 

21.1 

Growth 

Average 

lUS 

20.3 

Growth 

Low 

lUS TWENTY 

22.0 

Growth 

Average 

lUS  VENTURE 

20.7 

Small  company 

Low 

MPER  GROWTH 

21.6 

Growth 

Average 

MPER  INVESTMENT  PORT.  GROWTH 

18.8 

Growth 

Average 

ITHERS 

14.0 

Growth 

Very  low 

)NETTA 

20.1 

Growth 

Average 

rMPUS  STOCK 

19.6 

Growth 

Average 

PENHEIMER  DISCOVERY 

21.7 

Small  company 

Average 

X  WORLD 

13.8 

Balanced 

Very  low 

TNAM  HEALTH  SCIENCES 

23.2 

Health  care 

Average 

)UOIA 

15.5 

Growth 

Low 

IGECOACH  ASSET  ALLOCATION 

11.9 

Asset  allocation 

Very  low 

HPLETON  rOREIGN 

17.9 

International 

Low 

lENTIETH  CENTURY  GROWTH  INVESTORS 

22.0 

Growth 

High 

FENTIETH  CENTURY  ULTRA  INVESTORS 

27.5 

Small  company 

Very  high 

AA  MUTUAL  INCOME 

11.2 

Income 

Very  low 

NGUARD  SPECIALIZED  HEALTH  CARE 

23.8 

Health  core 

Low 

AIM  CHARTER'S 
LERNER:  A  38.7% 
TOTAL  RETURN 

*1987-1991 

DATA;  MORNINGS! AR  INC. 


PAX  WORLD'S 
BROWN:  RARELY 
A  LOSING  YEAR 


Kemper  Growth  and  Kemper  Invest- 
ment Portfolio  Growth  funds.  "In  that 
environment,  stocks  with  steady  earn- 
ings growth  will  win  out." 

Many  growth-fund  managers  spread 
their  money  across  hundreds  of  stocks. 
Not  Thomas  F.  Marsico,  who  runs  the 
Janus  Twenty  Fund.  He  makes  big  bets. 
About  15%  of  his  $1.5  billion  fund  is  in 
just  20  stocks,  some  of  which  are  Bank- 
America,  Medco  Containment,  and 
Waste  Management.  "It's  really  not  as 
risky  a  strategy  as  you  think,"  says 
Marsico,  "as  long  as  you're  diversified 
among  industries."  Marsico  also  runs 
two  other  top-performing  funds,  IDEX 
and  IDEX  II. 

At  the  other  end  of  the  spectrum  is 
the  Gabelli  Asset  Fund.  Portfolio  man- 


products  that  are  in  demand,  enjoy  high 
returns,  and  work  for  their  sharehold- 
ers." His  holdings  include  Amgen,  Con- 
rail,  and  Loctite. 

The  top-performers  list  also  includes 
Pax  World  Fund,  with  modest  results — 
an  average  annual  return  of  13.8%  for 
the  last  five  years — but  high  ideals.  The 
fund,  says  Anthony  S.  Brown,  the 
founder  and  portfolio  manager,  "invests 
in  life-affirming  companies."  Tobacco, 
defense,  alcoholic  beverage,  and  gaming 
stocks  are  taboo,  as  are  companies  with 
ties  to  South  Africa.  Brown  won't  buy 
U.  S.  Treasury  bonds,  either,  "since  the 
money  could  be  used  for  the  military." 

Some  funds,  such  as  Pax  World,  Fidel- 
ity Balanced,  and  Mathers,  earn  top  hon- 
ors along  with  the  barn-burners  even  if 


"Most  of  our  shareholders  own  othei 
funds  and  see  us  as  a  hedge,  sort  of  at 
insurance  policy." 

Unlike  Van  der  Eb,  most  fund  manag 
ers  are  investing  their  inflow  as  quickl\ 
as  they  can.  Such  cash  is,  in  part,  what'; 
driving  stock  prices  and,  in  turn,  mutuab^ 
fund  performance.  A  fund  manager  wh4 
keeps  buying  his  favorite  stocks  witlt 
new  money,  in  effect,  helps  to  reinforcq 
his  success.  But  at  some  point,  most 
money  managers  have  to  find  new  in! 
vestment  opportunities.  And  generally! 
the  larger  the  fund  gets,  the  harder  it  ia 
to  find  enough  gems  to  keep  producing, 
fat  returns.  True,  the  success  of  the  Fi 
delity  Magellan  Fund,  with  $19.2  billior; 
and  5.3%  of  all  equity-fund  assets,  haii 
laid  to  rest  the  myth  that  big  funds  can': 


RICH  RETURNS  FOR 
MOST  EQUITY  FUNDS 


In  1991,  the 
average 
diversified 
fund  delivered 
a  37.3%  return 


Fund  objective 

Total  return 

Best  performing  fund  in  1991 

1991 

1989-91* 

1987-91* 

1982-91 

HEALTH  CARE 

78.3% 

47,2% 

29.1% 

27.4% 

Oppenheimer  Global  Bio-Tech 

fINANCIAL 

60.4 

19.9 

13.6 

16.2 

Financial  Strategic  Financial  Services 

SMALL  COMPAHY 

51.5 

19.5 

15.2 

14.7 

Montgomery  Small  Cap 

MAXIMUM  GROWTH 

51.3 

22.3 

15.9 

15.3 

Kaufmann 

TECHNOLOGY 

49.3 

21.6 

14.9 

14.6 

Financial  Strategic  Technology 

GROWTH 

37.0 

18.5 

14.5 

16.1 

CGM  Capital  Development 

INCOME 

30.4 

13.0 

10.7 

13.7 

Kemper  Diversified  Income 

GROWTH/INCOME 

29.1 

15.8 

12.7 

16.0 

Vista  Growth  &  Income 

EQUITY-INCOME 

26.9 

13.7 

11.2 

15.6 

Ficjelity  Equity-Income  II 

BALANCED 

25.5 

13.9 

10.6 

15.5 

Twentieth  Century  BalancecJ  Investors 

SPECIALTY-MISC. 

23.0 

17.3 

15.1 

NA 

FicJelity  Real  Estate  Investment 

UTILITIES 

21.0 

16.1 

12.5 

16.8 

FicJelity  Sel.  Telecommunications 

ASSET  ALLOCATION 

20.9 

12.5 

10.3 

NA 

Dean  V/itter  Strategist 

OPTION 

18.9 

12.8 

10.6 

11.5 

Shearson  Option-Income 

INTERNATIONAL 

15.1 

7.9 

9.8 

15.8 

Templeton  Smaller  Companies  Growth 

NATURAL  RESOURCES 

5.7 

10.3 

10.7 

8.5 

T.  Rowe  Price  New  Era 

PRECIOUS  METALS 

-2.1 

-1.3 

2.7 

5.3 

Freeciom  Gold  &  Government 

DIVERSIFIED  FUNDS" 

37.3 

18.0 

14.1 

15.8 

ALL  EQUITY  FUNDS 

33.1 

16.7 

13  5 

15.7 

S&P500 

30.4 

18.5 

15.3 

17.5 

^Average  annual 

**lnvesting  in  U  S. 

markets 

NA 

Not  available              DATA  MORNINGSTAR  INC 

o  o 


ager  Mario  J.  Gabelli  is  a  classic  "value" 
buyer,  looking  beyond  a  company's  re- 
ported earnings  (or  lack  thereof)  to  its 
intrinsic  value — franchises,  real  estate, 
cash  flow,  or  other  hidden  assets.  Such  a 
strategy  proved  to  be  dynamite  in  the 
1980s,  since  the  takeover  binge  centered 
on  such  "undervalued"  companies.  Such 
stocks  are  often  in  cyclical  businesses, 
and  for  that  reason,  the  stocks  have 
been  laggards  in  recent  years.  An  eco- 
nomic recovery  will  spark  funds  such  as 
Gabelli  Asset. 

'LiFE-A-rTiRMiNG.'  Somewhere  between 
the  extremes  of  growth  and  cyclical 
stocks  is  Richard  Shields's  Dreyfus  Stra- 
tegic Investing  fund.  "I  don't  see  the 
world  as  split  between  growth  and  val- 
ue," says  Shields.  "I  buy  companies  with 


they  don't  earn  big  bucks.  The  reason: 
They  rarely  have  a  losing  year.  And  a 
big  part  of  making  money  over  the  long 
haul  is  not  having  to  make  up  for  peri- 
ods of  big  losses. 

That's  the  calling  card  of  the  Mathers 
Fund,  which  is  on  the  list  for  the  second 
time.  Portfolio  manager  Henry  G.  Van 
der  Eb  Jr.  skirted  the  1990  bear  market 
by  keeping  the  portfolio  almost  entirely 
in  cash  and  earning  a  10.4%  return.  But, 
concerned  about  high  stock  prices  and 
the  debt-laden  financial  system,  he 
watched  the  1991  bull  market  largely 
from  the  sidelines  and  still  has  82%  of 
his  assets  in  one-year  Treasuries.  Math- 
ers had  a  relatively  scant  9.4%  return  for 
1991  but  receives  $500,000  to  $1  million  a 
day  in  new  money.  Says  Van  der  Eb: 


earn  handsome  profits.  Still,  while  Ma 
gellan  often  beats  the  S&P,  it  does  so  b; 
a  smaller  margin  than  in  earlier  years.' 

Some  analysts  fear  that  many  nevi 
fimd  investors  are  stock-market  tyro 
who  may  bolt  at  the  first  sign  of  troubki 
But  A.  Michael  Lipper  of  Lipper  Analyt 
cal  Services  Inc.  thinks  most  of  the  mor; 
ey  is  here  to  stay.  "This  is  patient  cap 
tal,"  says  Lipper.  "People  don't  reall 
redeem  funds  except  for  tuition,  retire 
ment,  or  estate  needs."  Even  in  October 
1987,  equity-fund  redemptions  were  onl; 
$5.9  billion,  just  3.2%  of  assets. 

But  patient  capital  should  also  b 
smart  capital.  Markets  are  volatile,  anij 
investors  need  to  build  portfolios  tha' 
will  meet  their  financial  goals  and  sti!i 
allow  them  peace  of  mind.  That  mean! 


ilecting  a  variety  of  funds.  For  in- 
ance,  while  international  funds — ex- 
■pt  for  the  Templeton  Foreign  Fund — 
ive  vanished  from  the  BW  top-per- 
rmers  list,  most  investors  could  bene- 
:  from  some  non-U.  S.  investments.  Not 

many  years  ago,  it  was  the  global 
inds  that  left  the  domestic  ones  in  the 
ist.  It  doesn't  hurt  to  have  a  fund  that 
gs  while  others  zag.  Keep  that  in  mind 
;  you  examine  the  BUSINESS  WEEK  Mu- 
al  Fund  Scoreboard. 
To  get  an  idea  of  how  the  scoreboard 
orks,  turn  to  page  84  and  look  for  the 
M  Charter  Fund.  Note  the  figure  next 

the  name.  That  indicates  the  portfolio 
anager  is  an  old  pro,  on  the  job  for 
ore  than  a  decade.  Next  comes  the  BW 
irformance  rating,  with  three  upward- 
linting  arrows,  the  highest  rating.  The 
llowing  column,  "Objective,"  is  the 
rid's  investment  goal.  In  this  case,  it's 
■rrowth/income":  The  fund  tries  to  gen- 
ate  income  and  capital  appreciation. 
)AD  OR  NO-LOAD.  The  next  two  items. 
Size"  and  "Fees,"  are  straightforward, 
ote  that  AIM  Charter  had  $586.9  million 

yearend  1991,  a  377'a  increase  in  as- 
ts.  That  wasn't  all  the  result  of  the 
anager's  prowess.  "Current  Results" 
low  AIM  Charter  was  up  37. 8*?^  in 
'91 — that's  capital  appreciation  plus  re- 
vestment  of  dividends  and  capital 
lins.  So  you  can  surmise  most  of  the 
set  gain  came  from  new  money,  aim 
larter  is  a  "load"  fund,  with  a  5.5% 
les  charge.  You  don't  have  to  pay  a 
ad  to  invest  in  all  mutual  funds.  In- 
led,  the  Scoreboard  includes  249  no- 
ad  funds.  Load  or  no-load,  all  fund  in- 
!stors  pay  expenses — m.anagement 
es,  legal  fees,  administrative  costs — 
id  that  comes  out  of  the  portfolio.  In 
is  case,  it's  1.29%,  or  $1.29  for  every 
00  in  the  fund.  The  average  is  1.34''^. 
Now,  move  to  "Rank  Within  Objec- 
^e."  That  tells  how  AIM  Charter's  1991 
turns  compared  with  other  growth/in- 
ime  funds.  In  this  case,  it's  pretty 
)od.  No.  13  out  of  116.  Go  on  to  the 
Prend"  column.  Each  box  represents  a 
'i-year  period.  The  fund  was  bottom- 
.nked  in  the  first  period  but  improved 
5  relative  standing  in  each  successive 
;riod.  In  the  last  30-month  period,  AIM 
riarter  was  in  the  top  25%  of  all  funds. 
Ne.xt,  look  at  "Portfolio  Data."  aim 
barter  had  23%  of  its  assets  in  cash  at 
!arend;  clearly,  the  manager  is  cau- 
cus. The  p-e  ratio,  the  next  item,  is 
-.9,  which  is  a  bit  higher  than  the  aver- 
se of  20.6.  The  "Largest  Holding,"  the 
;xt  column  shows,  was  Pfizer  Inc.,  and 
at  represented  3%  of  the  fund's  assets. 
Anally  comes  the  "Risk,"  which  is 
ow."  That  shows  it  isn't  necessary  to 
ke  big  risks  to  earn  big  rewards. 
By  Jeffrey  M.  Laderman  iyi  New  York 


T.  Rowe  Price  International  Stock  Fund  has  outperformed  the  Lipper 
average  for  all  mtemational  funds  for  the  past  1,  5,  and  10  years.'  It 
invests  in  established  foreign  companies  to  enhance  your  return 
potential  and  diversify  your  investments 
Call  for  a  free  guide.  Our  guide  to 


international  investing  discusses 
factors  you  should  consider  vs^hen 
investing  overseas,  including 
currency  fluctuations  and  other 
special  risks. 

$2,500  minimum  ($1,000  for 
IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  guide 
The  Basics  Of 
Inletnational  Investing 
1-800-541-7894 


r 


ISF014524 


T.  Rowe  Price,  100  E.  Pratt  Street 
Baltimore,  MD  21202 
Request  The  Basics  Of  International 
Investing  guide,  and  a  prospectus 
with  more  complete  information, 
including  management  fees  and 
other  charges  and  expenses.  Read 
the  prospectus  carefully  before 
you  invest  or  send  money. 


hwcst  With  Confidence 

TRoweftice 


'Average  annual  total  returns  for  the  1-,  5-,  and  10-year  periods  ended  12/31/91  are  15.9%,  10.7%,  and 
17.5%  for  International  Stock  Fund,  and  12.4%,  8.6%.  and  14.2%  for  all  international  funds,  according 
to  Lipper  Analytical  Services,  Inc.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and 
capital  gam  distributions.  Investment  return  and  principal  value  w/ill  vary,  and  shares  may  be  w/orth  more 
or  less  at  redemption  than  at  original  purchase.  Total  return  represents  past  performance  and  cannot 
guarantee  future  results.  T.  R(Me  Price  Investment  Services,  Inc.,  Distributor 


Turn  your 
excess  inventory 
into  a  substantial 

tax  break  and 
help  send  needy 
kids  to  college. 

Call  for  your 
free  guide 

to  learn  how  donating  your 
slow  moving  inventory 
can  mean  a  generous 
tax  write  off 
for  your  company. 

Call  708-690-0010 
Peter  Roskam 

Executive  Director 


/  i 

/I 

P.O.  Box  3021.  Glen  Ellyn.  IL  60138 
Fax  (708)690-0565 

Excess  inventory  today  

student  opportunity  tomorrow 


Franklx  Fenlon.  when  I  named 
vou  Manager  of  excess  inventory, 
this  isn't  what  I  had  in  mind. 


FUND 


RATING 


OBJECTIVE 


SIZE 


FEES 


ASSETS 
S  MIL 


%  CHG. 
199a91 


SAIES  EXPENSE 
CHARGE  (%1   RATIO  (%) 


CURRENT  RESULTS 

1991 


TOTAL  RET.  (%)  YIELD 


AAL  CAPITAL  GROWTH 

Growth 

330,0 

95 

4  75 

1.30T 

30  2 

2.1 

158/ 

AARP  CAPITAL  GROWTH 

AVG 

Growth 

284  6 

64 

No  load 

1.17 

40.5 

0.7 

83/ 

AARP  GROWTH  &  INCOME  & 

AVG 

Growth/income 

458.4 

73 

No  load 

0.96 

26.5 

3.5 

80/ 

ABT  GROWTH  &  INCOME  < 

Growth/income 

94.7 

16 

4.75 

1.32t 

29.5 

2.2 

54/ 

ABT  UTILITY  INCOME 

AVG 

Utilities 

150.2 

8 

4.75 

1.24t 

18.0 

5.0 

16 

ACORN 

AVG 

Small  company 

1 150.3 

49 

2.00*t 

0.73 

47.3 

1.1 

38 

ADDISON  CAPITAL  SHARES 

♦ 

Growth/income 

32.3 

24 

3.00 

2.34t 

30.6 

1.3 

39/ 

ADVANTAGE  GROWTH 

AVG 

Growth 

40.9 

64 

4.00" 

2.27t 

38.1 

0.5 

94/ 

ADVANTAGE  INCOME 

AVG 

Income 

49  4 

10 

4.00" 

2.07t 

21.2 

4.9 

9 

ADVISORS 

Maximum  growth 

158.6 

13 

5.50 

3.80t 

37.5 

0.0 

26 

AEGON  USA  GROWTH 

AVG 

Growth 

44.5 

31 

4  75 

0.99t 

34.6 

0.0 

123/ 

AFFILIATED 

Growth/income 

3605  2 

12 

6.75 

0.58t 

21.8 

3  8 

100/ 

AIM  CHARTER  X. 

Growth/income 

586.9 

377 

5.50 

1.29t 

37  8 

1.9 

13/ 

AIM  CONSTELLATION  X 

AVG 

Maximum  growth 

486  9 

348 

5.50 

1.40t 

70.4 

0.0 

7 

AIM  SUMMIT 

AVG 

Growth 

517.8 

64 

8.50 

0.75 

33  5 

1.2 

132/ 

AIM  V-5INGARTEN  X. 

Growth 

3293  2 

310 

5.50 

1.20t 

46.9 

0.4 

50/ 

AlGik  SMALL  CAPITALIZATION 

Small  company 

80.9 

174 

5.00" 

2.23t 

54.6 

0.0 

24 

ALLIANCE  A 

Growth 

748.2 

21 

5.50 

0.84t 

33.9 

0.9 

129/ 

ALLIANCE  BALANCED  SHARES  A 

Balanced 

157.3 

7 

5.50 

1.44t 

20.5 

3.5 

34 

ALLIANCE  COUNTERPOINT 

AVG 

Growth 

63.5 

19 

5.50 

1.72t 

33.5 

0.8 

131/ 

ALLtANCE  GLOBAL  SMALL  CAP  A 

International 

82.4 

18 

5.50 

2.29t 

25.3 

0.0 

1 1 

ALLIANCE  GROWTH  &  INCOME  A 

AVG 

Growth/income 

426.6 

29 

5.50 

1.14t 

27.1 

2  6 

76/ 

ALLIANCE  INTERNATIONAL  A 

International 

206  0 

-4 

5  50 

1.73t 

7.7 

0.5 

70 

ALLIANCE  NEW  EUROPE  A 

International 

1  12.4 

-40 

5.50 

2.071 

3  3 

0.2 

83 

ALLIANCE  QUASAR  A  X 

Maximum  growth 

338.7 

29 

5  50 

1  79t 

34.3 

0.0 

28 

ALLIANCE  TECHNOLOGY 

Technology 

191  7 

45 

5.50 

1.77t 

54.2 

0.0 

6 

AMCAP 

AVG 

Growth 

2734.2 

44 

5.75 

0.79t 

36.9 

1.1 

104/ 

AMERICAN  BALANCED 

AVG 

Balanced 

642.0 

73 

5.75 

0.84t 

24.7 

5.1 

17 

AMERICAN  CAPITAL  COMSTOCK 

AVG 

Growth 

986  7 

21 

8.50 

0.79 

31.9 

2  2 

143/ 

AMERICAN  CAPITAL  EMERGING  GROWTH 

AVG 

Small  company 

345  7 

63 

5.75 

1.1 4t 

60.4 

0.1 

15 

AMERICAN  CAPITAL  ENTERPRISE  A 

AVG 

Growth 

713  3 

31 

5.75 

0.94t 

39.2 

1.2 

87/ 

AMERICAN  CAPITAL  GROWTH  &  INCOME 

Growth/income 

170.7 

17 

5.75 

1.13r 

30.2 

3.0 

47/ 

AMERICAN  CAPITAL  PACE 

Growth 

2591  7 

20 

5  75 

0.88t 

31.7 

1.7 

145/ 

AMERICAN  CAPITAL  EQUITY-INCOME 

AVG 

Equity-income 

103.0 

21 

5.75 

0.89t 

26.7 

4.5 

i; 

AMERICAN  GAS  INDEX 

Natural  resources 

145  8 

26 

No  load 

0.79 

3.2 

4.7 

AMERICAN  GROWTH 

Growth 

57.2 

7 

8  50 

1.33 

23  9 

0.7 

209/ 

AMERICAN  INVESTORS  GROWTH 

^  ♦ 

Growth 

61.2 

1 1 

4.50 

1  66 

31.1 

0.0 

150/ 

AMERICAN  LEADERS 

AVG 

Growth/income 

161.1 

21 

4.50 

1.02 

311 

1.8 

36/ 

AMERICAN  MUTUAL 

AVG 

Growth/income 

4328  9 

26 

5.75 

0.63t 

217 

4.1 

101/ 

AMERICAN  NATIONAL  GROWTH 

AVG 

Growth 

126.0 

30 

8.50 

1.02 

36.0 

1,1 

108/ 

'Includes  redemption  fee  "Includes  deferred  sales  charge. 

tl2(bl-l  plan  int 

ffect  JNot 

currently  accepting  new 

occounts  or  deposits.  §New  fund, 

ess  than  1  2  montfis'  tola!  return 

NA  =  Not  avoilable 

MN> 

Not  meonii 

HOW  TO  USE  THE  TABLES 


BUSINESS  WEEK  RATING 

Ratings  are  based  on  five-year  risk-adjusted  per- 
formance, relative  to  ttie  S&P  500.  Performance  is 
calculated  by  subtrocting  a  fund's  risk-of-loss  fac- 
tor (see  RISK)  from  historic  total  return.  To  get  a  pos- 
itive rating,  a  fund  must  beat  the  S&P  500  on  a  risk- 
adjusted  basis. 

♦  •#     Superior  performance 

♦  •#  Very  good  performance 

♦  Above-overage  performance 
AVG  Average  performance 

Below-overage  performonce 
Poor  performance 
Very  poor  performance 


MANAGEMENT  CHANGES 

Symbols  after  some  fund  names  are  a  useful  aid  in 
assessing  performance. 

X  indicates  that  the  fund's  current  manager  has 
held  that  job  for  10  years. 

indicates  that  fund  management  has  changed 
since  Dec.  31,  1990. 
S&P  500  COMPARISON 
Here  are  total  return  figures  for  the  S&P  500  for  the 
four  time  periods  that  appear  in  the  tables: 


1991 


30.4% 
18.5% 
15.3% 
1 7.5% 


Three-year  average  (1989-91) 
Five-year  average  ( 1987-91 ) 
Ten-year  average  (1982-91 ) 
SALES  CHARGE 

The  cost  of  buying  o  fund,  commonly  called  the 
"load."  Most  funds  take  loads  out  of  initial  invest- 


ments, and  for  rating  purposes,  performance  i 
duced  by  the  amount  of  these  charges.  When  Ic 
are  levied  on  withdrawals,  they  can  take  two  fo 
Deferred  charges  decrease  over  time,  usually 
ing  after  shares  have  been  owned  five  ye 
Redemption  fees  arise  when  investors  sell  sha 
EXPENSE  RATIO 
Expenses  for  1991  as  a  percentage  of  average 
assets.  This  ratio  measures  how  much  sharehol 
pay  for  fund  management.  Footnotes  indicate 
a  fund  has  a  12(b)-t  plan.  This  plan  allocates  sf 
holder  money  for  distribution  costs. 
OBJECTIVE 

Many  funds  specialize  in  one  sector,  which 
dicoted  in  this  column.  Otherwise,  funds 
grouped  into  the  following  categories,  Assef 
cat/on;  Seeks  returns  by  moving  money  atr 


ANN'L  TOTAL  RET.  (%| 
5  YEARS       10  YEARS 


TREND 

BW  laYEAR 
ANALYSIS 


PORTFOLIO  DATA 


RISK 


TELEPHONE 


TURNOVER       %  CASH 


P/E 
RATIO 


LARGEST  HOLDING 


COMPANY 


TOLL  FREE 
(8001 


15.1 
1  1.9 
11.1 
10.5 


13.6 
12.4 


UIUJ 


Very  low  4  20.4  American  Home  Products  4  553-6319 

High  8  21.1  Time  Warner  3  High  253-2277 

Average  11  16.9  Union  Camp  2  Low  253-2277 

Low  13  19.6  Merck  3  Average  289-2281 

Low  5  13.8  Commonwealth  Edison  5  Very  low  289-2281 


Wl  414-734-7633 
MA  617-330-5400 
MA  617-330-5400 
FL  407-655-7255 
FL  407-655-7255 


14.6 
1 1.9 
13.7 
9.1 

id,  not  rated 


16.7 


Low 
Average 
Average 
Average 
Very  high 


4 

1 

1 1 
3 
22 


24.7 
15.1 
20.9 
17.5 
22.2 


Harley-Davidson 
General  Electric 
Mobil 
Meditrust 

Telefonos  de  Mexico 


Average 
Average 
Average 
Very  low 


922-6769 
526-6397 
243-81 15 
243-81 15 
451-2010 


IL  312-621-0630 

PA  215-665-6000 

MA  617-742-9858 

MA  617-742-9858 

NY  212-464-8068 


1 1.9 
10.6 
18.8 
22.0 
14.6 


14.3 
15.7 
16.3 
18.4 


20.8 
25.7 
14.2 
9.5 
15.1 


21.3 


13.6 
15.4 


Average 
Average 
High 
High 
High 


7 
6 
23 
5 
2 


19.4 
16.5 
21.9 
23.5 
23.4 


FNMA 
Mobil 
Pfizer 

Home  Depot 
Pfizer 


Low 
Average 

Low 
Very  high 
Average 


624-4339 
874-3733 
347-1919 
347-1919 
347-1919 


Average 

High 
Average 
Average 
Average 


7 
11 
-2 
5 
1 


24.5 
27.5 
20.7 
20.3 
20.3 


Philip  Morris 
Spaghetti  Warehouse 
Philip  Morris 
Philip  Morris 
Philip  Morris 


Average 
High 
High 
Average 
Average 


347-1919 
992-3863 
227-4618 
227-4618 
227-4618 


FL  813-585-6565 
NY  212-848-1800 
TX  713-626-1919 
TX  713-626-1919 

.•X  713-626-1919 
TX  :  ;-62'^i''",? 
NJ  .^Oi  .S,';/S320 
NJ  201-519-4000 
NJ  201-319-4000 
NJ  201-319-4000 


7.8 
13.1 

6.8 
d,  not  rated 
10.1 


9.6 
17.0 
15.0 

14.9 


13.7 
15.2 
11.9 
13.8 
17.9 


15.9 
15.8 
16.0 
15.7 


a: 


Averoge            1  18.6  TCA  Cable  Television             1  Very  high  227-4618  NJ  201-319-4000 

Average            2  17.5  Philip  Morris                       4  Average  227-4618  NJ  201-319  4000 

Average            3  NA  Rogers  Communications         3  High  227-4618  NJ  2013)9-4000 

High               0  NA  Astro                                 5  227-4618  NJ  201-319-4000 

Average  2  1 8.6  Exabyte  1  Very  high  227-4618  IL  800-2274170 


Ml 


High 
Very  low 

Low 

Low 
Average 


15 
1 1 


26.6 
22.8 
17  0 
21.0 
27,5 


Apple  Computer 
Merck 
JC  Penney 
Philip  Morris 
Saint  Jude  Medical 


Very  high 
Average 
Very  low 
Average 
High 


227-4618 
421-0180 
421-0180 
421-5666 
421-5666 


NJ  201-319-4000 
CA  213-486-9200 
CA  415-421-9360 
TX  713-993-0500 
TX  713-993-0500 


15.0 
12.7 
12.7 
10.9 
id,  not  rated 


14.5 
16.1 
16.0 
14.8 


□: 


High 
High 
Low 
High 
Low 


6 
12 

3 
12 

0 


23.3 
18.9 
19.8 
18.8 
15.7 


Philip  Morris 
Philip  Morris 
Philip  Morris 
Philip  Morris 
Pacific  Gas  &  Electric 


High 
High 
Average 
Low 


421-5666 
421-5666 
421-5666 
421-5666 
343-3355 


TX  713-993-0500 

TX  713-993-0500 

TX  713-993-0500 

TX  713-993-0500 

MD  301-657-1500 


10.1 
10.9 
1 1.0 
12.1 
14.4 


11.2 
2.4 
16.6 
16.7 
15.3 


High 
High 
Average 
Low 
High 


20.9 
20.6 
16.1 
18.1 
22.2 


Norwest 

Sci-Med  Life  Systems 
PNC  Financial 
Merck 

Johnson  &  Johnson 


Low 
Very  high 
Average 

Low 
Average 


525-2406 
243-5353 
245-5051 
421-0180 
231-4639 


CO  303-623-6137 
CT  203-531-5000 
PA  412-288-1900 

CA  213-486-9200 
TX  800-392-9753 


bonds,  and  cash;  some  also  use  gold,  real  es- 
nd  foreign  stocks.  Balanced:  Attempts  to  max- 
eturn  by  buying  both  stocks  and  bonds.  Equity- 
i:  Aims  to  achieve  maximum  income  by  buying 
ield  stocks.  Growih:  Seeks  long-term  growth, 
come  secondary.  Growth/income:  Tries  to  com- 
apital  appreciation  and  current  income.  Income. 
)  maximize  current  income  and  may  sometimes 
:ed-income  securities.  Maximum  growth:  Takes 

risks;  may  borrow  money,  sell  short,  and  buy 
IS.  Option:  Uses  options  to  augment  income. 
L  RETURN 

I's  net  gain  to  investors,  including  reinvestment 
dends  and  capital  gains  at  month-end  prices. 
D 

i'%  relative  performance  during  the  four  30- 
periods  from  Jan.  1,  1982,  to  Dec.  31,  1991. 


Boxes  read  from  left  to  right,  and  the  level  of  red  in- 
dicates performance  relative  to  all  other  funds  dur- 
ing the  period:  H  for  the  top  quartile;  H  for  the  sec- 
ond quortile;  Q  for  the  third  quartile;  and  for  the 
bottom  quartile.  An  empty  box  indicates  no  rating  for 
that  time  period. 

TURNOVER 

Trading  activity,  the  lesser  of  purchases  or  sales  di- 
vided by  average  monthly  assets.  High  turnover  can 
raise  expenses. 

%  CASH 

The  portion  of  a  fund's  assets  not  currently  invest- 
ed in  stocks  or  bonds.  A  negative  figure  con  occur 
OS  a  result  of  a  pending  capital  gains  distribution. 

PRICE/EARNINGS  RATIO 

The  average,  weighted  price/earnings  ratio  of  stocks 
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in  a  fund's  portfolio,  based  on  trailing  12-month 
earnings. 

RISK 

The  potential  for  losing  money  in  a  fund,  or  risk- 
of-loss  factor.  To  derive  each  fund's  level  of  risk, 
the  monthly  Treasury  bill  return  is  subtracted  from 
the  monthly  total  return  for  each  fund  for  each  of 
the  60  months  in  the  rating  period.  When  a  fund 
has  not  performed  as  well  as  Treasury  bills,  this 
monthly  result  is  negative.  The  sum  of  these  neg- 
ative numbers  is  then  divided  by  the  number  of 
months.  The  result  is  a  negative  number,  and  the 
greater  its  magnitude,  the  higher  a  shareholder's 
risk  of  loss.  This  number  is  the  basis  for  BW  ratings 
and  the  RISK  column.  The  designations  in  this  col- 
umn are  assigned  according  to  a  normal  statisti- 
cal distribution. 


lAi  Fi  iMn '^rnPFRriApn 


FUND 

RATING 

OBJECTIVE 

SIZE 

FEES 

CURRENT  RESULTS 

ASSETS 

%  CHG. 

SALES 

EXPENSE 

1991 

RANK  will 

$  MIL. 

1  yyu-T  1 

CHARGE  (%) 

RATIO  (%) 

YIELD 

OBJECT : 

AMERICAN  NATIONAL  INCOME 

AVG 

Equity-income 

99  4 

34 

8.50 

1.22 

29.1 

2.6 

11/ 

AMERICAN  PERFORMANCE  EQUITY 

Growth 

87.3 

66 

4.00 

1.17t 

26.6 

2.0 

192/2 

AMEV  ADVANTAGE  ASSET  ALLOCATION 

Asset  allocation 

29.8 

32 

4.50 

1.83t 

29.3 

3.5 

2/, 

AMEV  ADVANTAGE  CAPITAL  APPRECIATION 

Growth 

39  0 

123 

4.50 

1.82t 

66.4 

0.0 

1 1/2 

AMEV  CAPITAL 

AVG 

Growth 

222.6 

56 

4.75 

1.28t 

49.4 

0.8 

40/2 

AMEV  FIDUCIARY 

AVG 

Growth 

45.1 

48 

4.50 

1.46T 

52.7 

0.5 

33/2 

AMEV  GROWTH 

AVG 

Growth 

420.6 

77 

4.75 

1.20t 

67.5 

0.1 

8/2 

ANALYTIC  OPTIONED  EQUITY  X 

AVG 

Option 

102.1 

-5 

No  load 

1.15 

13.3 

3.1 

API  GROWTH 

Growth 

35.1 

42 

No  load 

2.38t 

46.0 

0.0 

54/2, 

ARCH  CAPITAL  APPRECIATION  INVESTOR 

Growth 

199.7 

101 1 

4.50 

0.37 

26.7 

2.2 

1 89/2i 

ASO  OUTLOOK  EQUITY 

Growth 

34  9 

66 

4.50 

1.15 

19.2 

2.7 

235/2i 

BABSON  ENTERPRISE 

AVG 

Smoll  compony 

133.3 

68 

No  load 

1  22 

43.0 

0.5 

45/, 

BABSUN  GROWTH 

Growth 

256  8 

16 

No  lood 

0.86 

26.1 

1.8 

198/2i 

BAIRD  BLUE  CHIP 

AVG 

Growth/income 

55.6 

56 

5.75 

1.50t 

30.3 

1.1 

45/1, 

BAIRD  CAPITAL  DEVELOPMENT 

♦  ♦ 

Growth 

29.8 

52 

5.75 

i.iot 

46.7 

4.1 

52/i) 

BARON  ASSET 

Small  company 

46.0 

9 

2.00** 

1.70t 

34.9 

0.2 

57/- 

BARTLETT  CAPITAL  BASIC  VALUE 

AVG 

Growth/income 

90.4 

7 

No  load 

1.21 

26.0 

2.9 

82/1, 

BB  &  K  DIVERSA 

AVG 

Asset  allocation 

56.8 

-21 

No  load 

1.46 

16.0 

4.2 

20/ 

BENHAM  EQUITY  GROWTH  A 

Growth 

38.9 

NM 

No  load 

0.64 

16.2§ 

BENHAM  GOLD  EQUITIES  INDEX 

Precious  metals 

124.0 

19 

No  load 

0.75 

-1 1.2 

0.2 

18, 

BENHAM  INCOME  &  GROWTH 

Growth/income 

58.8 

5783 

No  load 

0.00 

39.1 

3.0 

11/ 

BERGER  100  ± 

#    #  # 

Growth 

192.1 

1 180 

No  load 

2.24t 

88.8 

0.0 

2/; 

BLANCHARD  STRATEGIC  GROWTH 

AVG 

Asset  allocation 

148.8 

-28 

No  load 

2.32t 

10.7 

3.1 

22, 

BOSTON  CO.  CAPITAL  APPRECIATION  A 

Growth 

508  0 

7 

No  load 

1.20t 

22.9 

1.8 

220/,') 

BOSTON  CO.  INTERNATIONAL 

International 

31.5 

19 

No  load 

1.63t 

6.6 

0.6 

7  b;, 

BOSTON  CO.  SPECIAL  GROWTH 

Growth 

41.2 

-5 

No  load 

1.81t 

29.2 

0.0 

i66/;i 

BRANDYWINE 

AVG 

Growth 

623.6 

100 

No  load 

1.09 

49.2 

0.6 

41/:! 

BULL  &  BEAR  CAPITAL  GROWTH  A 

Growth 

46.6 

-1 

No  load 

2.81t 

21.3 

0.0 

230/:5 

BURNHAM  X 

Growth/income 

125.4 

1 

5.00 

1.10 

18.0 

4.7 

113/4 

CALVERT  SOCIAL  INVESTMENT  EQUITY 

Growth 

51.2 

92 

4.75 

1.04t 

21.9 

1.2 

225/;3 

CALVERT  SOCIAL  INVESTMENT  MANAGED 

# 

Balanced 

365.1 

39 

4.75 

1.31t 

t7.8 

3.9 

38,? 

CALVERT-ARIEL  APPRECIATION 

Growth 

90.1 

244 

4  75 

1.32t 

33.2 

0.9 

1 33/:5 

CALVERT-ARIEL  GROWTH 

AVG 

Small  company 

262.3 

26 

i75t 

1.29T 

32  9 

0.2 

59,5 

CAPITAL  INCOME  BUILDER 

Equity-income 

656.8 

178 

5.75 

0.98t 

25.7 

4.7 

19  6 

CARDINAL  A 

AVG 

Growth/income 

241.1 

32 

8.50 

0.70 

32.3 

2.8 

271  •> 

CARNEGIE-CAPPIELLO  GROWTH 

Growth 

91.1 

41 

4.50 

1.72t 

37.8 

0.3 

97/5 

CARNEGIE-CAPPIELLO  TOTAL  RETURN 

AVG 

Growth/income 

68.4 

6 

4.50 

1.57t 

39.5 

4.7 

10/5 

CENTURY  SHARES  X 

AVG 

Financial 

157.9 

21 

No  load 

1.03 

31.5 

2.2 

6 

CGM  CAPITAL  DEVELOPMENT  X 

#  # 

Growth 

326.0 

133 

No  \oadt 

0.91 

99.1 

0.2 

1/  ^ 

CGM  MUTUAL  X 

Balanced 

401.9 

54 

No  load 

0.95 

40.9 

3.3 

6 

CIGNA  GROWTH 

Growth 

185.5 

21 

5.00 

1.1 6t 

37.0 

0.8 

100/ 

CIGNA  UTILITIES  A 

Utilities 

91.9 

32 

5.00 

1.21t 

23.9 

4.5 

7 

CIGNA  VALUE 

#  # 

Growth/income 

152.1 

76 

5.00 

1.21t 

43  5 

0.7 

5/ 

CITIBANK  IRA  CIT  BALANCED 

Balonced 

229.6 

25 

No  load 

1.07 

23.3 

0.0 

24 

CITIBANK  IRA  CIT  EQUITY 

Growth 

192.9 

35 

No  load 

1.08 

34.9 

0.0 

118/ 

CLIPPER 

AVG 

Growth 

161.3 

29 

No  load 

1.15 

32.7 

2.5 

137/ 

COLONIAL 

AVG 

Growth/income 

377.9 

25 

5.75 

1.06t 

26.2 

2.9 

81/ 

COLONIAL  ADVANCED  STRATEGIC  GOLD 

Precious  metals 

38.3 

-28 

5.75 

1.99t 

-5.4 

2.3 

13 

COLONIAL  GROWTH  SHARES 

AVG 

Growth 

147  9 

31 

5.75 

1.05t 

34.1 

1.3 

127/ 

COLONIAL  STRATEGIC  INCOME  . 

AVG 

Income 

425.2 

3 

4.75 

1.13 

28.2 

9.7 

6 

COLONIAL  U.  S.  EQUITY  INDEX 

AVG 

Growth/income 

47.8 

37 

5.75 

1.57r 

28.1 

1.6 

66/1 

COLONIAL  VIP  DIVERSIFIED  RETURN  A 

Growth/income 

36.9 

35 

500** 

2.25T 

202 

2.4 

107/ 

COLUMBIA  GROWTH 

Growth 

431.5 

59 

No  load 

0.88 

34  3 

1.4 

126/1 

COLUMBIA  SPECIAL 

Smoll  company 

264  4 

117 

No  load 

1.21 

505 

0.0 

3C! 

COMMON  SENSE  GROWTH 

Growth 

1371.5 

44 

8.50 

1.53 

38.6 

1.0 

92/|J' 

COMMON  SENSE  GROWTH  &  INCOME 

Growth/income 

524.1 

31 

8.50 

1.21 

31.3 

1.9 

33/? 

COMMONWEALTH  BALANCED 

AVG 

Balanced 

47.7 

15 

7.50 

0.99 

25.5 

3.7 

li'i 

COMPASS  CAPITAL  EQUITY-INCOME 

Equity -income 

134  1 

122 

No  load 

0.95 

25  9 

3.7 

ni 

COMPASS  CAPITAL  GROWTH 

Growth 

1 15.0 

15 

No  load 

0  98 

30.9 

1.6 

152/i 

COMPOSITE  BOND  &  STOCK 

AVG 

Balanced 

70.1 

10 

4.00 

1.22t 

21.7 

4.8 

2£S3: 

"Includes  redemption  fee.  ''Includes  deferred  sales  charge,  1 1  2(b)- 1  plan  in  effect.  JNot  currently  accepting  new  accounts  or  deposits.  §New  fund,  less  than  1  2  months'  total  return.  NA  =  Not  available.  MN  -  Not  meom  h 


)RIC  RESULTS 


;  ANN!  TOTAL  RET  (%] 
5      5  YEARS       to  YEARS 


TREND 

BW  10-YEAR 
ANALYSIS 


PORTFOLIO  DATA 


RISK 


TURNOVER  %CASH 


P/E 
RATIO 


LARGEST  HOLDING 


COMPANY 


TOLL  FREE 
(300) 


15.2 


15.3 


18.4 


15.4 
19.2 
10.3 
11,4 


19.1 
19.5 
1  1.4 


nrm 


n-i  ri 


Low 
High 
Average 
Average 
Average 


24 
1 

10 
29 
23 


18.6 
17.8 
25,6 
24.3 
25,7 


Pfizer 
IBM 

Home  Depot 
Tetra  Technologies 
Wal-Mart  Stores 


Low 


Average 


231-4639 
762-7085 
800  2638 
800-2638 
800-2638 


TX  800-392-9753 
OH  614-899-4853 
MN  612-738-4000 
MN  612-738-4000 
MN  612-738-4000 


Average 
Average 
Average 
Very  high 
Very  high 


18 

26 


3 
10 


26,4 
36,4 
17,3 
21,4 
20,6 


Wal-Mart  Stores 
Wal-Mart  Stores 
IBM 

Pasadeno  Growth  Fund 
IBM 


High 

High 
Very  low 
Very  high 


800-2638 
800-2638 
374-2633 
544-6060 
441-7379 


MN  612-738-4000 
MN  612-738-4000 
CA  714-833-0294 
VA  804-846-1361 


12,1 
10,8 
14.7 
12.9 


13,1 


Very  low 
Very  low 

Low 
Very  low 

High 


9 
6 
10 
27 


17  3 
20,9 
16,3 
22  1 
19  0 


IBM 

Joson 
Banc  One 

Bristol-Myers  Squibb 
Harley-Dovidson 


Average 
High 
Low 
High 


451-8379 
422-2766 
422-2766 
792-2473 
792-2473 


AL  205-581-7530 

MO  816-471-5200 

MO  816-471-5200 

Wl  4I4-765-3500 

Wl  414-765-3500 


High  6  24,3  Dole  Food 

Average  2  16,1  IBM 

Very  high  5  21,2  Weingorten  Realty 

Very  high  6  19,7  American  Home  Products 

Low  1  37,4  Newmont  Gold 


14 

3 


4 

20 


Low 
Very  low 


992-2766 
800-4612 
882-8383 
472-3389 
472-3389 


NY  212-759-7700 

OH  513-621-4612 

CA  415-571-6002 

CA  415-965-4274 

CA  415-965-4274 


17,4 


ind,  not  rated 
25.5 
8.4 

9.7  14.7 


:□ 


High                8           17  5            American  Home  Products        4  472-3389 
Average           23           33.0            Wal-Mart  Stores                    3             High  333-1001 
Average           14           20.8            Philip  Morris                         1           Very  low  922-7771 
High             12           17.0           FNMA                               3          Average  225-5267 
High  2  NA  Deutsche  Bank  2  225-5267 


CA  415-965-4274 
CO  3C3-329-0200 
NY  212-779-7979 


11.2 
19.2 
4.8 
1 1.2 


7.5 
14.9 


Very  high 

High 
Very  high 

High 
Low 


10 
29 
1 

4 

3 


17,0 
25,5 
22,4 
17,1 
20,4 


PoineWebber  Group 
Reebok  International 
FNMA 

Telefonos  de  Mexico 
Equitable  Resources 


High 

High 
Very  high 
Very  low 


225-5267 

847-4200 
874-3863 
368-2748 


DE  302-656-6200 

NY  212-363-1100 

NY  212-262-3100 

MD  301-951-4820 


12.3 


16.9 


■aoa 


Low 
Very  lov 

Low 
Very  lov 

Low 


1 

10 
2 
1  1 
14 


20.5 
19.2 
20.8 
15,9 
17,1 


Albertsons 
Omnicom  Group 
Clorox 
GTE 

Philip  Morris 


Very  low 


Average 


Low 


368-2748 
368-2748 
368-2748 
421-0180 
848-7734 


MD  301-951-4820 

MD  301-951-4820 

MD  301-951-4820 

CA  213-486-9200 

OH  800-282-9446 


15,2 
1 1,3 
12,8 
22,4 
15,2 


16,1 
25,6 
18,9 


Low 
Average 
Very  low 
Very  high 
Very  high 


20,0 
13,5 
12,4 
27,3 
17,7 


Philip  Morris 
Valero  Energy 
Chubb 
Philip  Morris 
Philip  Morris 


6 
8 
10 
10 
1  1 


High 
Low 
Average 
High 
Low 


321-2322 
321-2322 
3211928 
345-4048 
345-4048 


OH  216-781-4440 

OH  216-781-4440 

MA  617-482-3060 

MA  617-578-1333 

MA  617-578-1333 


13,9 


19,7 


14.7 


Average 
High 
High 

Average 
Low 


1 

3 
14 

5 
10 


22,4 
15,8 
20,4 
19,8 
23  9 


Home  Depot 
Illinois  Power 
Tandy 
IBM 

Bristol-Myers  Squibb 


High 
Average 


572-4462 
572-4462 
572-4462 
248-4472 
248-4472 


MA  413-784-0100 

MA  413-784-0100 

MA  413-784-0100 

NY  800-522-5212 

NY  800-522-5212 


13,0 
11,0 

0,5 
14,7 

9,7 


15.4 


15.5 
1 1.0 


1MB 


aim 


Low             10           15.0           Philip  Morris                       9             Low  776-5033  CA  213-278-5033 

Low              10           17.1           HFAhmanson                      1             Low  248-2828  MA  617-426-3750 

Very  low             1             NA            Placer  Dome                         7  Very  high  248-2828  MA  617-426-3750 

Average           12           18,3            Niagara  Mohawk  Power        4  Average  248-2828  MA  617-426-3750 

Low  2  15^  Sonat  1  Very  low  248-2828  MA  617-426-3750 


13.5 


16.3 
20.6 


17.6 


Verylow  0  193  Exxon  3  Average           248  2828  MA  617-426-3750 

Low  9  18  8  Seagull  Energy  1  248-2828  MA  617-426-3750 

Very  high  0  22,5  Glaxo  Holdings  2  Average           547-1707  OR  503-222-3606 

High  5  22,6  Raymond  James  Financial  1  High              547-1707  OR  503-222-3606 

High  3  23.3  General  Electric  1  544-5445 


10.5  13.4 
ind,  not  rated 
ind,  not  rated 

9.3  13.0 


Average 
Average 

High 
Average 
Average 


21,2 
19,1 
16,6 
20,0 
16,3 


General  Electric 

Bristol-Myers  Squibb 

Hanson 

FHIMC 

US  West 


Low 


Very  low 


544-5445 
359-5964 
451-8371 
451-8371 
543-8072 


MA  617-345-8200 


WA  509-353-3400 


See  pages  84-85  for  an  explanation  of  BW  Rating,  Trend  and  other  terms 
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'UAL  FUND  SCOREBOARD 


BUSINESSWEEK/FEBRUARY  17,  1992  87 


FUND  RATING  OBJECTIVE  SIZE   FEES   CURRENT  RESULTS  

ASSETS  %CHG,  SALES         EXPENSE   LEZJ   RANKWI 

SMIL  1990-91        CHARGE  (%)   RATIO  |%)      TOTAL  RET.  |%)  YIELD  OBJECT 


COMPOSITE  GROWTH 

Growth 

73.5 

21 

4.00 

1.22r 

27.3 

2.8 

1 82./2 

COMPOSITE  NORTHWEST  50 

Growth 

116. 1 

121 

4.50 

1.26t 

43.9 

0.5 

60/2 

CONNECTICUT  MUTUAL  GROWTH 

AVG 

Growth 

40.7 

16 

5.00 

119 

36.9 

1.6 

103/2 

CONNECTICUT  MUTUAL  TOTAL  RETURN 

Asset  allocation 

86.5 

30 

5.00 

1.23 

28.2 

3.7 

3/ 

COPLEY  ^ 

AVG 

Growth/income 

33.0 

20 

No  load 

1.41 

17.1 

00 

114/1 

COUNSELLORS  CAPITAL  APPRECIATION 

AVG 

Growth 

122  5 

48 

No  load 

1  08 

26.3 

0.9 

195/2 

COUNSELLORS  EMERGING  GROWTH 

Small  company 

75.4 

215 

No  load 

1.25 

56.1 

0.1 

21/ 

COUNSELLORS  INTERNATIONAL  EQUITY 

International 

76  9 

91 

No  load 

1.50 

20.6 

2.4 

17/ 

COUNTRY  CAPITAL  GROWTH 

AVG 

Growth 

85.4 

17 

3.00 

0.82 

27.8 

2.0 

175/2 

COWEN  INCOME+GROWTH 

AVG 

Equity-income 

31.9 

-6 

4.85 

2.26t 

26  5 

3  8 

16/ 

DEAN  WITTER  AMERICAN  VALUE 

«  * 

Growth 

160.0 

79 

5.00** 

1.55t 

56  3 

0.1 

27/2 

DEAN  WITTER  CAPITAL  GROWTH 

Growth 

550.0 

132 

5.00** 

0.52t 

48.0 

0.0 

43/2 

DEAN  WITTER  DEVELOPING  GROWTH 

^  «- 

Small  company 

1  1  1.0 

43 

5.00** 

1.98T 

48  2 

0.0 

35/ 

DEAN  WITTER  DIVIDEND  GROWTH 

AVG 

Growth/income 

3500.0 

26 

5  00** 

1.41t 

30.6 

2.8 

40/1 

DEAN  WITTER  EQUITY-INCOME  [a] 

AVG 

Equity-income 

150.0 

1 

5.00** 

2.09t 

24.3 

2.1 

25/ 

DEAN  WITTER  MANAGED  ASSETS 

Balanced 

220.0 

2 

5.00** 

1.73t 

26.4 

3.1 

12/ 

DEAN  WITTER  NATURAL  RESOURCE 

♦ 

Natural  resources 

130  0 

-12 

5.00** 

1.86t 

6.4 

1.9 

DEAN  WITTER  STRATEGIST 

Asset  allocation 

2600 

43 

5.00** 

1.59t 

32  2 

1.7 

1/ 

DEAN  WITTER  UTILITIES 

Utilities 

1500.0 

10 

5.00** 

1.64t 

18.6 

5.1 

15/ 

DEAN  WITTER  VALUE-ADDED  MARKET  EQUITY 

Growth/income 

160.0 

39 

5.00** 

1.80t 

32.2 

1.1 

29/1 

DEAN  WITTER  WORLD  WIDE  INVESTMENT 

International 

265.0 

-1 

5.00** 

2.25t 

19.2 

0.3 

20, 

DELAWARE  DECATUR  1 

Equity-income 

1657  7 

5 

8.50 

0  70 

218 

4.9 

30/ 

DELAWARE  DECATUR  II 

♦ 

Equity-income 

415.2 

15 

4.75 

1,25T 

20.4 

3.9 

32; 

DELAWARE  DELAWARE 

AVG 

Balanced 

458.4 

24 

6.75 

0.71 

20.8 

3.7 

31/ 

DELAWARE  DELCAP  CONCEPT  1 

Growth 

781  6 

306 

4.75 

1.43t 

42.3 

0.1 

67/; 

DELAWARE  TREND 

Maximum  growth 

104.0 

64 

4.75 

1.30 

74.5 

0.0 

2, 

DODGE  &  COX  BALANCED  Jt 

Balanced 

197.4 

139 

No  load 

0.70 

20  8 

4.4 

32, 

DODGE  &  COX  STOCK 

AVG 

Growth/income 

281.3 

63 

No  lood 

0  65 

21.5 

3.0 

103/ 

DREYFUS 

*  * 

Growth/income 

2996  7 

19 

No  load 

0,77 

28.0 

2.6 

67/ 

DREYFUS  APPRECIATION  (b) 

Growth 

80  9 

100 

No  load 

l,24t 

38.5 

1.3 

93/: 

DREYFUS  CAPITAL  VALUE 

Asset  ailocction 

720.0 

-1 

4.50 

I.68t 

4.1 

4.5 

24, 

DREYFUS  GROWTH  OPPORTUNITY 

Growth 

704.6 

64 

No  load 

0  98 

51.5 

1.0 

35/: 

DREYFUS  LEVERAGE 

AVG 

Maximum  growth 

526.5 

25 

4.50 

1,14 

32.7 

2.1 

31, 

DREYFUS  NEW  LEADERS 

AVG 

Small  company 

194.0 

90 

1.00* 

1,42T 

45.4 

0.6 

40, 

DREYFUS  STRATEGIC  AGGRESSIVE  INVESTING 

Maximum  growth 

61.1 

1 

3.00 

2.46t 

32.7 

0.0 

30 

DREYFUS  STRATEGIC  INVESTING 

Growth 

166  2 

57 

4.50 

1.93t 

413 

0.6 

77/: 

DREYFUS  STRATEGIC  WORLD  INVESTING 

International 

54  5 

115 

3.00 

1.78t 

17  6 

0.0 

28 

DREYFUS  THIRD  CENTURY 

•*  * 

Growth 

360.3 

81 

No  load 

1  04 

38  1 

09 

95/: 

EATON  VANCE  EQUITY-INCOME 

Equity-income 

56.3 

16 

6.00** 

2.26t 

1  1.8 

4.5 

36 

EATON  VANCE  GROWTH 

AVG 

Growth 

155.9 

99 

4.75 

0.92T 

39.7 

0,9 

86/ 

EATON  VANCE  INVESTORS 

Balanced 

216  7 

1 1 

4  75 

0.89T 

21.3 

4,5 

30 

EATON  VANCE  SPECIAL  EQUITIES 

AVG 

Growth 

77.3 

54 

4.75 

0.98t 

57.3 

0.0 

2  2/ ,5 

EATON  VANCE  STOCK 

AVG 

Growth/income 

91.9 

14 

4.75 

I.OIT 

21.5 

3,0 

1 04/ ' 

EATON  VANCE  TOTAL  RETURN 

Growth/income 

545.1 

12 

4.75 

1.42t 

23  6 

4.9 

91/ 

EBI  EQUITY 

AVG 

Growth/income 

81.7 

NM 

No  load 

2.25t 

36.3 

1.0 

14/ 

ECLIPSE  FINANCIAL  ASSET  EQUITY 

Small  company 

148.5 

37 

No  load 

1.18 

31.2 

1.4 

61 

EMBLEM  ifAPNINGS  MOMENTUM  EQUITY 

Growth 

39.7 

61 

4.00 

1  08 

33  2 

1.0 

134/,i 

EMBLEM  RELATIVE  VALUE  EQUITY 

Growth 

188  8 

37 

4.00 

0  90 

24.4 

18 

207/4 

EMERALD  EQUITY 

Growth 

1  15.6 

NM 

4.50 

0,461 

12.6§ 

ENTERPRISE  CAPITAL  APPRECIATION 

Maximum  growth 

33.2 

163 

4,75 

l,75t 

58.9 

00 

155 

ENTERPRISE  GROWTH  A 

AVG 

Growth 

77  8 

65 

4.75 

1.60t 

41.8 

0.8 

73/ i 

ENTERPRISE  GROWTH  &  INCOME 

Growth/income 

33.6 

17 

4.75 

i.5or 

23.6 

3  3 

92/4 

EQUITABLE  BALANCED  BACK-LOAD 

Balanced 

30.1 

48 

5.00** 

2  15t 

41.4 

1,6 

55 

EQUITY  STRATEGIES 

>■''  ^• 

Maximum  growth 

71,0 

1  1 

No  loadt 

1.17 

12.4 

0.0 

345 

EUROPACIFIC  GROWTH 

AVG 

International 

1716.7 

85 

5.75 

1  28T 

18.6 

1.8 

236 

EVERGREEN 

■if' 

Small  company 

826.0 

42 

No  load 

115 

40,1 

12 

495 

EVERGREEN  LIMITED  MARKET 

AVG 

Small  company 

56.5 

49 

No  load 

1.32 

51.1 

0.7 

275 

EVERGREEN  TOTAL  RETURN  A 

♦ 

Growth/income 

1122.1 

2 

No  load 

1.20 

23,0 

5  7 

97/- 

EVERGREEN  VALUE  TIMING 

AVG 

Growth/income 

45.9 

27 

No  load 

1.43 

25.8 

1.4 

83/: 

FBL  GROWTH  COMMON  STOCK 

AVG 

Growth 

37.6 

9 

5  00** 

1.59t 

14.4 

4.9 

243/ i 

*lr eludes  redemption  fee,  "'Includes  deferred  sales  charge- 1 1 2(b}-i  plan  in  effect.  JNot  currently  accepting  new  accounts  or  deposits-  §New  fund,  less  tfian  1  2  montfis  total  return  NA  -  Not  available  MN  -  Not  meoni' 
(a)  F<iimerly  Deon  Witter  Option  Income  Trust,  (b)  Formerly  General  Aggressive  Growth  Fund 
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:  RESULTS 

TREND 

PORTFOLIO  DATA 

RISK 

TELEPHONE 

-IN'l  TOTAL  RET.  (%| 

BW  10  YEAR 

TURNOVER 

%  CASH 

P/E 

LAKOcol  HLJLUIPlo 

TOLL  FREE 

IN-STATE  \ 

5  YEARS 

10  YEARS 

ANALYSIS 

RATIO 

COMPANY 

/o  ASSETS 

(8001 

9.6 

13.9 

LJhMJ 

Low 

7 

16.5 

US  West 

3 

Low 

543-8072 

WA 

\ 

509-353-3400  \ 

19.8 

□znru 

Vory  low 

2 

23.4 

Nike 

8 

High 

543-8072 

WA 

509-353-3400 

U.l 

1  1  Ujki 

nign 

13.7 

Textron 

2 

Average 

322-2642 

CT 

203-987-5090 

12.5 

L_1__MB 

Hiah 

4 

1  4.4 

FNMA 

2 

Very  low 

322-2642 

CT 

203-987-5090 

8  4 

13.8 

1  1 

Very  low 

10 

15.0 

Carolina  Power  &  Light 

5 

Very  low 

424-8570 

MA 

508-674-8459 

14.8 

LLMml 

Low 

4 

20.3 

Fund  American 

3 

Average 

888-6878 

NY 

212-878-0600 

1  1  1  u 

High 

10 

25.4 

Jacobs  Engineering  Group 

2 

888-6878 

NY 

212-878-0600 

not  rated 

1  1  1  u 

Avcrogc 

5 

NA 

Cheung  Kong 

3 

888-6878 

NY 

212-878-0600 

13.1 

14.3 

0 

1 9.8 

Rubbermaid 

4 

Low 

IL 

800-322-3838 

9.8 

1  1  l_J  1 

Lo3 

0 

15.4 

Dow  Chemical 

6 

Low 

221-5616 

NY 

2 1 2-495-6000 

17.2 

14.9 

1.  M.J1 

Very  high 

1 

23,8 

General  Mills 

1 

Low 

869-3863 

NY 

212-392-2550 

not  rated 

Mill 

Low 

1 

24.4 

SafetyKleen 

2 

869-3863 

NY 

212-392-2550 

11.7 

1  l_l_JB 

AveroQe 

0 

25.1 

Applied  Bioscience 

8 

Very  high 

869-3863 

NY 

212  392  2550 

13.5 

17.5 

I-  -I'  I  1  1 
1  1  1  1  1 

Very  low 

1 

1 9.5 

Coca-Colo 

2 

Low 

869-3863 

NY 

212-392-2550 

10.3 

1  1  1  1  1 

High 

5 

1 7.0 

Questar 

2 

Low 

869-3863 

NY 

2 1  2-392-2550 

1  1  1  y 

High 

1 

20.3 

Alcoa 

2 

869-3863 

NY 

212-392-2550 

10.4 

7.0 

1  1—  urn 

2 

19.9 

Royal  Dutch  Petroleum 

5 

Average 

869-3863 

NY 

212-392-2550 

1  1  II  i 

High 

23 

20.1 

Exxon 

2 

869-3863 

NY 

212-392-2550 

1  1  1  1  1 

Very  low 

1 

14.6 

Houston  Industries 

1 

869-3863 

NY 

2 1 2-392-2550 

11  1  iwi 

-4 

1 8.9 

SPX 

1 

869-3863 

NY 

21  2-392-2550 

8.5 

□znn 

Average 

20 

25.1 

Baring  Puma  Fund 

1 

Average 

869-3863 

NY 

212-392-2550 

9.9 

15.3 

1  M  11 

Average 

0 

15.5 

IBM 

4 

Average 

523-4640 

PA 

215-988-1333 

11.0 

11  M  1 

Average 

4 

15.4 

IBM 

4 

Average 

523-4640 

PA 

215-988-1333 

11.4 

15.4 

1  1  1  1  1 

Very  high 

4 

1 8.3 

Motorola 

2 

Low 

523-4640 

PA 

21  5-988-1  333 

20.5 

1  1  M  1 

Low 

21 

25.8 

Novell 

3 

High 

523-4640 

PA 

215-988-1333 

18.2 

16.2 

I'l  II  1 

Average 

3 

23.7 

Tokos  Medical 

4 

Very  high 

523-4640 

PA 

215-988-1333 

12.4 

15.9 

11  1  1  1 

Very  tow 

5 

17.8 

IBM 

2 

Low 

CA 

415-434-0311 

13.3 

17.4 

II  1  II 

Very  low 

3 

18.1 

IBM 

4 

Average 

CA 

415-434-031 1 

12.6 

14.0 

Mill 

L  1    1    1  1 

High 

18 

19.5 

Philip  Morris 

5 

Low 

645-6561 

NY 

718-895-1206 

16.1 

1    1    1    1  1 
1    1    1    1  1 

High 

3 

21.1 

Philip  Morris 

9 

Average 

242-8671 

NY 

718-895-1396 

14.0 

II    1    1  1 

High 

9 

26.8 

American  Borrick  Resources  3 

Very  low 

645-6551 

NY 

718-895-1206 

15.4 

13.9 

LI  1  1  1 

High 

18 

28.5 

Medtronic 

3 

Average 

645-6561 

NY 

718-895-1206 

12.3 

15.4 

l»tolU-  .J 

Average 

7 

19.9 

Philip  Morris 

5 

Low 

645-6561 

NY 

718-895-1206 

14.5 

1  1 

High 

16 

20  6 

Triton  Energy 

3 

Average 

645-6561 

NY 

71 8-895-1 206 

1    1    1  l_l 

High 

12 

24.3 

Schlumberger 

5 

648-9048 

NY 

71 8-895-1 347 

19.0 

n  mn 

Very  high 

22 

22.6 

US  Healthcare 

3 

Low 

645-6561 

NY 

718-895-1206 

1  1  1  1  1 

Very  high 

68 

17.7 

Triton  Energy 

1 

645-6561 

NY 

718-895-1206 

16.2 

13.8 

LJU  1  1 

Average 

28 

28.3 

Astro 

7 

Low 

645-6561 

NY 

718-895-1206 

1  II  1  1 

High 

3 

1 6.7 

Bell  Atlantic 

4 

225-6265 

MA 

61 7-482-8260 

15.6 

15.9 

Average 

3 

22.9 

Astro 

4 

Average 

225-6265 

MA 

61 7-482-8260 

1 1.6 

14.1 

Mill 

Average 

4 

20.1 

General  Re 

4 

Very  low 

225-6265 

MA 

617-482-8260 

17.7 

14.1 

1  1  1  1  1 

Mill 

Average 

7 

27.7 

Circus  Circus  Enterprises 

5 

High 

225-6265 

MA 

617-482-8260 

13.0 

15.7 

Mill 

Low 

1 

18.2 

JC  Penney 

4 

Low 

225-6265 

MA 

617-482-8260 

9.3 

17.0 

II  1  II 

Average 

-9 

1 3.8 

GTE 

4 

Low 

225-6265 

MA 

61 7-482-8260 

13.4 

1  1  1  1 

Very  low 

4 

NA 

Abbott  Laboratories 

3 

Average 

554-1  156 

High 

1 

19.3 

CIPSCO 

1 

872-2710 

GA 

404-631-0414 

not  rated 

1 — 1 — I — 1 — 1 
Mill 

Very  high 

9 

19.8 

Standard  Register 

4 

543-6956 

not  rated 

1  II  II 

Average 

5 

20.8 

General  Electric 

3 

543-6956 

not  rated 

1  II  II 
1  1  1  1  1 

Very  high 

0 

NA 

Philip  Morris 

4 

637-6336 

1  1  1 

1    1    1  (Mi 

Average 

19 

29  9 

Home  Depot 

5 

432-4320 

GA 

404-396-8 1 1 8 

16.4 

17.6 

Mill 

Average 

6 

24  1 

Bristol-Myers  Squibb 

4 

Average 

432-4320 

GA 

404-396-81  18 

M  M  1 

Low 

9 

17.4 

IBM 

4 

432-4320 

GA 

404-396-81  18 

II  1  U 

High 

5 

22.9 

Philip  Morris 

4 

852-6860 

13.8 

1  1  \.M 

Very  low 

-23 

1 4.2 

Nobors  Industries 

58 

Very  high 

443-1021 

NY 

212-888-6685 

13.8 

II  1  II 
1  1  1  1  I 

Very  low 

12 

NA 

Alcatel  Alsthom 

2 

Low 

42 1  -0 1 80 

CA 

213-486-9200 

11.3 

15.1 

Mill 
Mill 

Low 

1 1 

19.3 

Eli  Lilly 

5 

High 

235-0064 

NY 

914-694-2020 

14.8 

Average 

15 

NA 

Crown  Andersen 

2 

Average 

235-0064 

NY 

914-694  2020 

7  5 

15  4 

1 — 1 — 1 — 1 — 1 

Mill 

High 

5 

15.3 

Pacific  Telesis  Group 

3 

Low 

235-0064 

NY 

914-694-2020 

12.6 

Mill 

LL.M.J 

Low 

20 

20.2 

FHLMC 

3 

Average 

235-0064 

NY 

914-694-2020 

6.6 

8.7 

Average 

13 

20.7 

MDU  Resources  Group 

5 

Very  low 

247-4170 

lA 

800-422-3175 

See  pages 

84-85  for 
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FUND 

RATING 

OBJECTIVE 

SIZE 

FEES 

CURRENT  RESULTS 

ASSETS 

%  CHG. 

SALES 

EXPENSE 

1991 

RANK  ^ 

S  MIL. 

1990-91 

CHARGE  (%1 

RATIO  (%) 

TOTAL  RET.  |%) 

YIELD 

OBJE 

FIDELITY 

AVG 

Growth/income 

1309.7 

23 

No  load 

0.69 

24.1 

2  6 

89, 

FIDELITY  ADVISOR  GROWTH  OPPORTUNITIES  (c 

Growth 

264.4 

280 

4  75 

1.73t 

42.7 

04 

65, 

FIDELITY  ADVISOR  INCOME  &  GROWTH  (d) 

Growth/income 

158.6 

137 

4.75 

1.71t 

35  6 

4.7 

18, 

FIDELITY  ASSET  MANAGER 

Asset  allocation 

1016.3 

173 

No  load 

1.17 

23.6 

3.5 

FIDELITY  BALANCED 

Balanced 

725.2 

147 

No  load 

0.98 

26.8 

4.7 

1 

FIDELITY  BLUE  CHIP  GROWTH 

Growth 

390.0 

197 

3.00 

1.26 

54.8 

0.4 

30, 

FIDELITY  CAPITAL  APPRECIATION 

AVG 

Maximum  growth 

992.7 

-30 

3.00 

0.83 

10.0 

4.3 

3 

FIDELITY  CONTRAFUND 

Growth 

1002.4 

202 

3.00 

0.90 

54.9 

0.4 

29 

FIDELITY  DESTINY  1 

AVG 

Growth 

2293.0 

36 

8.24 

0.50 

39.0 

2.9 

90 

FIDELITY  DESTINY  II 

AVG 

Growth 

413.2 

75 

8.24 

0.84 

41.4 

1.3 

76 

FIDELITY  DISCIPLINED  EQUITY 

Growth 

175.0 

64 

0.50* 

1.19 

36.0 

13 

109 

FIDELITY  EMERGING  GROWTH  ^ 

Small  company 

724.3 

31391 

3.75* 

1.31 

67.1 

0.0 

1 

FIDELITY  EQUITY-INCOME 

♦ 

Equity-income 

4413.7 

12 

2.00 

0.68 

29.4 

4.6 

1 

FIDELITY  EQUITY-INCOME  II 

Equity-income 

370.9 

5882 

No  load 

1.52 

46.6 

3.1 

FIDELITY  EUROPE 

International 

291  1 

-20 

3.00 

1.31 

4.2 

3.2 

8 

FIDELITY  GROWTH  &  INCOME 

Growth/income 

3355.5 

94 

2.00 

0.87 

41.8 

1.8 

6 

FIDELITY  GROWTH  COMPANY 

Growth 

1376.4 

129 

3.00 

1.07 

48.3 

0.3 

42 

FIDELITY  INTERNATIONAL  GROWTH  &  INCOME 

International 

58.7 

74 

2.00 

1.89 

8.0 

1.2 

6 

FIDELITY  LOW-PRICED  STOCK 

Small  company 

375.3 

323 

1  50* 

1.36 

46.3 

1.1 

3 

FIDELITY  MAGELLAN 

Growth 

19257.1 

56 

3  00 

1.04 

41.0 

1.8 

79 

FIDELITY  MARKET  INDEX  (e) 

Growth/income 

202.6 

NM 

0.50* 

0.35 

30.3 

2.7 

44 

FIDELITY  OTC 

Small  company 

1070.2 

73 

3.00 

1.29 

49.2 

0.4 

3 

FIDELITY  OVERSEAS  ? 

♦  ♦ 

International 

958.1 

-2 

3.00 

1.53 

8,6 

1.7 

6 

FIDELITY  PACIFIC  BASIN 

International 

93.4 

31 

3.00 

1.88 

12,5 

0.0 

5 

FIDELITY  PURITAN 

AVG 

Balanced 

5108.9 

17 

2.00 

0.66 

24.5 

5  7 

1 

FIDELITY  REAL  ESTATE  INVESTMENT 

AVG 

Specialty 

62.6 

58 

No  load 

1.34 

39.2 

4.5 

FIDELITY  RETIREMENT  GROWTH  (f) 

Growth 

1835.2 

39 

No  load 

0,83 

45.6 

1.0 

57 

FIDELITY  SELECT  AMERICAN  GOLD 

Precious  metals 

153  9 

-26 

3  75* 

1,76 

-6.1 

0.0 

1 

FIDELITY  SELECT  BIOTECHNOLOGY 

Health  core 

1 146.5 

412 

3.75* 

1,50 

99.0 

0.1 

FIDELITY  SELECT  ELECTRIC  UTILITIES 

AVG 

Utilities 

43.1 

87 

3.75* 

1.94 

26.3 

3.8 

FIDELITY  SELECT  ENERGY 

Natural  resources 

72.1 

-25 

3.75* 

1.80 

0  0 

1.1 

FIDELITY  SELECT  ENVIRONMENTAL 

Specialty 

71.9 

-26 

3.75* 

2.08 

7.7 

0.0 

FIDELITY  SELECT  FINANCIAL  SERVICES 

♦  ♦ 

Financial 

53.1 

133 

3.75* 

2.00 

61-6 

0.9 

FIDELITY  SELECT  FOOD  &  AGRICULTURE 

Specialty 

122  0 

280 

3.75* 

1.86 

34.1 

0.3 

FIDELITY  SELECT  HEALTH  CARE 

Health  core 

1 169  8 

213 

3.75* 

1.44 

83.7 

0.4 

FIDELITY  SELECT  LEISURE 

Specialty 

38.0 

2 

3.75* 

2,39 

32.9 

0.0 

FIDELITY  SELECT  MEDICAL  DELIVERY  , 

Health  care 

2000 

429 

3.75* 

1,66 

77.8 

0.0 

FIDELITY  SELECT  PRECIOUS  METALS 

Precious  metals 

147.1 

-22 

3.75* 

1.79 

1.5 

0.9 

FIDELITY  SELECT  REGIONAL  BANKS 

Financial 

36.3 

282 

3.75* 

1,91 

65.8 

1.1 

FIDELITY  SELECT  TECHNOLOGY 

Technology 

124.8 

30 

3  75* 

1,79 

59.0 

0.5 

FIDELITY  SELECT  TELECOMMUNICATIONS 

Utilities 

68.8 

24 

3.75* 

1.98 

30.9 

1.0 

FIDELITY  SELECT  UTILITIES 

Utilities 

264.5 

58 

3.75* 

1.55 

21.0 

4.3 

FIDELITY  SPECIAL  SITUATIONS  PLYMOUTH 

AVG 

Growth 

197  6 

1 1 

4.75 

1.58t 

23  0 

3.0 

21' 

FIDELITY  STOCK  SELECTOR 

Growth 

126  6 

623 

No  load 

1.43 

45  9 

0.5 

5: 

FIDELITY  TREND 

Growth 

900  2 

29 

No  load 

0.52 

36.3 

0.9 

10. 

FIDELITY  UTILITIES  INCOME 

Utilities 

620.4 

189 

No  load 

0.96 

21.2 

4.7 

FIDELITY  VALUE 

Growth 

123.4 

26 

No  load 

0.98 

26.2 

2.9 

19. 

FIDELITY  WORLDWIDE 

International 

100.9 

7 

No  load 

1.09 

7.9 

1.1 

FIDUCIARY  CAPITAL  GROWTH 

*  * 

Growth 

35  3 

59 

No  load 

1.50 

36.3 

2.7 

10 

FINANCIAL  DYNAMICS 

AVG 

Maximum  growth 

141.3 

145 

No  load 

1.15T 

67.0 

0.0 

FINANCIAL  EQUITY  (g) 

AVG 

Growth/income 

39.7 

32 

No  load 

1.00 

35.8 

2.2 

1 

FINANCIAL  FLEX  (h) 

Asset  ollocotio 

82  2 

49 

No  load 

1.00 

24.9 

42 

FINANCIAL  INDUSTRIAL 

AVG 

Growth 

455.0 

34 

No  load 

LOOT 

42.2 

1.2 

6 

FINANCIAL  INDUSTRIAL  INCOME 

Equity-income 

1596.7 

190 

No  load 

0.94T 

46.3 

2.6 

FINANCIAL  INTERNATIONAL  GROWTH  (i) 

International 

42.0 

8 

No  load 

1.48 

7.2 

1.2 

FINANCIAL  STRATEGIC  EUROPEAN 

International 

79.1 

9 

No  load 

1.29 

8  0 

3.2 

FINANCIAL  STRATEGIC  FINANCIAL  SERVICES 

Financial 

91.0 

2255 

No  load 

2,50 

74,0 

0.8 

FINANCIAL  STRATEGIC  GOLD 

Precious  metals 

35.4 

-17 

No  load 

1,32 

-7,0 

0.0 

FINANCIAL  STRATEGIC  HEALTH  SCIENCES 

Health  care 

1069.0 

567 

No  load 

1,12 

91,8 

0.2 

FINANCIAL  STRATEGIC  TECHNOLOGY 

AVG 

Technology 

106.7 

295 

No  load 

1.25 

76,9 

0.0 

'Inclijcei  redemption  fee.  "Includes  deferred  soles  chorge  1 1  2(b)-l  plon  in  effect.  $Nof  currently  occepling  new  occounts  or  deposits.  §New  fund,  less  Ifion  1  2  months'  total  return.  NA  =  Not  ovoiloble.  MN  -  Not  met 
|c)  Formerly  Plymoutti  Growtn  Opportunities  {d]  Formerly  Plymoutfi  Income  &  Growth,  (e)  Formerly  Fidelity  Sporton  Mofket  Index  Fund,  (f)  Formerly  Fidelity  Freedom  Fund,  [g]  Formerly  INVESCO  Institutional  Equity  Fl 
Formerly  INVESCO  Institutional  Flex  Fund   (i|  Formerly  INVESCO  Institutional  Intl.  Fund. 
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■IN'L  TOTAL  RET  (%)  BW  10-YEAR  TURNOVER       %  CASH  P/E   LARGEST  HOLDING   TOIL  FREE  IN-STATE 

5  YEARS       10  YEARS  ANALYSIS  RATIO  COMPANY  %  ASSETS  (800) 


13.1 

16  4 

Very  high 

13 

20.6 

United  Telecommunications 

2 

Average 

544-6666 

\ 

1 — I — I — ■■ 

High 

2 

17.6 

FNMA 

4 

522-7297 

MA 

617-439-6793 

1     I     I  I— 1 

1  1  1  U 

Very  high 

10 

16.6 

Tektronix 

3 

522-7297 

MA 

617-439-6793 

1  M  U 

High 

37 

17.3 

FNMA 

2 

544-6666 

1 2.3 

1  1  LM 

I  1  Bi^B 

Very  high 

1 0 

1  O.O 

Lubrizol 

2 

Very  low 

'iA  A  AAAA 
044-0000 

1 — 1 — 1 — H 
1    M  ■ 

High 

7 

25.1 

Philip  Morris 

5 

544-6666 

U.l 

1 — 1 — H — 1 

Average 

9 

16.7 

Gulf  States  Utilities 

6 

Average 

544-6666 

22.3 

18.0 

! — 1 — ■■n 

Very  high 

7 

20.6 

Pfizer 

3 

Average 

544-6666 

16.5 

20.7 

1     L     1     1  1 

Mill 

Average 

7 

17.5 

FNMA 

7 

High 

752-2347 

MA 

617-439-0547 

18.1 

1  1  UUI 

1 — 1 — Kattflil 

High 

3 

1 7.7 

FNMA 

5 

High 

/  JZ-Z04/ 

MA 

X  1  T  >4  TO  n*^  A7 
O  \  /-4 Jy-Uj4/ 

1   1   1  tal 
1   II  ■ 

Very  high 

3 

18.0 

Exxon 

4 

544-6666 

not  rated 

1   1   1   1  1 
MM! 

Very  high 

13 

29.4 

Sun  Microsystems 

4 

544-6666 

9.7 

16.2 

High 

9 

16.1 

Kmart 

2 

Average 

544-6666 

not  rated 

1  I  1  1  1 
1  II  II 

Very  high 

15 

14.8 

Zions  Bancorp 

2 

544-6666 

9.8 

1  1  U_J 

Average 

3 

N  A 

Nationole  Elf  Aquitaine 

J 

wink 
High 

044-0000 

17.4 

|_l_HBl 

Very  high 

17 

17.7 

Sears  Roebuck 

1 

Low 

544-6666 

20.0 

High 

20 

24.1 

Pfizer 

3 

High 

544-6666 

8.5 

High 

9 

NA 

Repsol 

2 

Average 

544-6666 

not  roted 

1  1  1  1  I 

1  II  II 

Average 

19 

14.2 

Southwest  Water 

6 

544-6666 

1  /.o 

/  J.O 

Mill 

Migh 

ion 
1  y.u 

c 
D 

Average 

'\A  A 

044-0000 

not  rated 

I  1     1     1  1 

II  11  1 

Very  low 

8 

19.5 

Exxon 

3 

544-6666 

18.3 

[    1  IBfl&l 

|_|_JBB 

Very  high 

17 

20.1 

Bancorp  Hawaii 

2 

Average 

544-6666 

8.7 

High 

9 

NA 

Alcatel  Alsthom 

5 

High 

544-6666 

4.7 

1  I  1  1  1 

1    1  Ld^J 

High 

4 

NA 

York  Benimoru 

2 

Very  high 

544-6666 

1 0.2 

1 6.3 

High 

4 

1 7.3 

IBM 

3 

Low 

544-6666 

8.1 

I  1    1    1  1 

II  1  M 

High 

14 

19.3 

American  Health  Property 

9 

Low 

544-6666 

16.6 

1  1  1  1  1 
1  1,  -1.  1  1 

High 

3 

24.8 

Philip  Morris 

5 

Average 

544-6666 

3.1 

Mill 

Low 

6 

34.6 

American  Barrick  Resources 

1 1 

Very  high 

544-6666 

33.0 

I    1    1  Ul 

1  1  LM 

1     1  1 — Ha 

High 

17 

30.3 

Amgen 

12 

Average 

544-6666 

9.6 

Average 

c 
J 

1  4.8 

General  Public  Utilities 

8 

Low 

544-6666 

9.2 

7.7 

ImIbJhLJ 

Average 

4 

15  8 

Phillips  Petroleum 

5 

Average 

544-6666 

not  rated 

M  1  U 

Average 

1  1 

27.3 

Waste  Management 

10 

544-6666 

6.4 

16.2 

Very  high 

7 

12.9 

FNMA 

5 

Very  high 

544-6666 

22.6 

1 — ! — HHII 

Average 

1 1 

21.0 

Philip  Morris 

8 

Low 

544-6666 

28.6 

27.4 

1-  1  t  1  I 

High 

5 

26.9 

Pfizer 

1 1 

Average 

544-6666 

12.5 

1  1  1  1  1 

1  1  UL_I 

Average 

8 

23.3 

Southwest  Airlines 

3 

High 

544-6666 

27.1 

1 — 1 —  H 

High 

5 

23  2 

National  Medical  Enterprises  9 

High 

544-6666 

2.1 

4.4 

H    1    1  1 

Low 

5 

31.2 

American  Barrick  Resources 

1 1 

Very  high 

544-6666 

15.2 

1 — 1 — H — 1 

1  1  Wmn 

High 

2 

14.2 

KeyCorp 

4 

High 

544-6666 

1  O  A 
1  Z.U 

13.3 

Very  high 

1  u 

21.5 

Sun  Microsystems 

4 

Very  high 

544-6666 

19.4 

1  1  mil  1 

1  1  BIW 

Low 

9 

21.3 

GTE 

5 

Average 

544-6666 

12.3 

18.0 

Low 

9 

14.8 

General  Public  Utilities 

5 

Very  low 

544-6666 

1 1.6 

I  1  1  1  1 
1  1  L-.I--I 

Very  high 

2 

18.3 

Eastern  Utilities  Associates 

3 

Low 

522-7297 

MA 

617-439-6793 

not  rated 

I  1  1  1  1 

II  1  M 

Very  high 

1 

16.7 

American  Home  Products 

3 

544-6666 

ITT 
1  J.J 

\  4.  J 

li  1 1  fpi  1 

Average 

o 
J 

OA  T 

FNMA 

7 

High 

544-6666 

1       1       1  H 

Low 

10 

14.8 

General  Public  Utilities 

4 

544-6666 

9.8 

13.8 

1 .1  III 

High 

7 

14.8 

Primerica 

3 

Average 

544-6666 

not  rated 

I  1  1  1  1 

II  1  11 

High 

10 

NA 

Generate  Des  Eaux 

2 

544-6666 

9.0 

13.6 

II   11  — 1 

II  1  II 

Average 

20 

18.5 

MCI  Communications 

5 

High 

338-1579 

Wl 

414-226-4555 

1  o.o 

1  A.O 

MM! 

11111 

Very  high 

1  O 

'if\  Q 
JU.O 

Synergen 

2 

High 

o  c  Qr\o  c 
DZD-OKJOO 

CO 

J03-//9-1  233 

14.0 

Low 

8 

18.2 

Whirlpool 

3 

Average 

525-8085 

CO 

303-779-1233 

1    1    1    1  1 

1  1  1  y-i 

Low 

7 

NA 

C&S/Sovran 

2 

525-8085 

CO 

303-779-1233 

14.3 

15  4 

Mill 

Average 

9 

22.2 

Telefonos  de  Mexico 

4 

High 

525-8085 

CO 

303-779-1233 

1 8.7 

20.1 

L^LLi  1 

lfciCto^lfc.<iu««l 

High 

8 

1 8.4 

Conseco 

4 

Low 

525-8085 

CO 

303-779-1233 

1  1  1  u 

Average 

5 

NA 

Notionale  Elf  Aquitaine 

2 

525-8085 

CO 

303-779-1233 

7.4 

1  II  u 

Low 

9 

NA 

British  Gas 

2 

Average 

525-8085 

CO 

303-779-1233 

18.2 

1  1  LB 

Very  high 

1 

15.5 

Conseco 

6 

High 

525-8085 

CO 

303-779-1233 

-4.3 

1  LI.JJ 

High 

6 

34.0 

American  Barrick  Resources 

7 

Very  high 

525-8085 

CO 

303-779-1233 

36.7 

Very  high 

21 

32.4 

Medtronic 

4 

High 

525-8085 

CO 

303-779-1233 

20.3 

1  LLII 

Very  high 

14 

24.8 

Oracle  Systems 

4 

Very  high 

525-8085 

CO 

303-779-1233 

See  pages  84-85  for  an  explanation  of  BW  Rating,  Trend  and  other  terms  DATA  MORNINGSTAR  INC. 
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FUND 

RATING 

WD  JC\.  live 

SIZE 

FEES 

CURRENT  RESULTS 

ASSETS 

%  CHG. 

SALES 

EXPENSE 

1 99 1 

RANKT 

S  MIL. 

199a91 

CHARGE  (%) 

RATIO  (%) 

TOTAL  RET.  (%) 

YIELD 

OBJ  r 

FINANCIAL  STRATEGIC  UTILITIES 

AVG 

Utilities 

85  3 

159 

No  load 

1.26 

28  0 

3  2 

J 

t 

FIRST  EAGLE  FUND  OF  AMERICA 

Growth 

74.4 

18 

1.00* 

2.00 

20  9 

0  6 

23;' 

FIRST  INVESTORS  BLUE  CHIP 

Growth/income 

79.9 

43 

6.90 

1.28t 

27.5 

1  5 

FIRST  INVESTORS  GLOBAL 

AVG 

International 

228,5 

6 

6.90 

2.07t 

1 6.8 

0.0 

FLAG  INVESTORS  EMERGING  GROWTH 

Small  company 

51.9 

43 

4.50 

1.50t 

49.6 

0.0 

FLAG  INVESTORS  INTERNATIONAL  ■', 

♦    ♦  ♦ 

International 

36.9 

-18 

4.50 

1.50t 

4.2 

0.0 

FLAG  INVESTORS  QUALITY  GROWTH 

Growth 

65.5 

59 

4.50 

1.25t 

28.2 

]  ] 

171 

FLAG  INVESTORS  TELEPHONE  INCOME 

Utilities 

238.6 

34 

4  50 

0.92t 

23.4 

4.1 

FLEX-FUNDS  GROWTH 

Growth 

32.3 

38 

No  load 

1.39t 

21 .5 

2  8 

229 

FLEX-FUNDS  MUIRFIELD 

Growth 

43.3 

47 

No  load 

1.49t 

29.8 

4.3 

161 

FORTRESS  UTILITY 

Utilities 

167.1 

258 

1 .75* 

1 .03t 

25.9 

5  7 

FOUNDERS  BLUE  CHIP  X 

AVG 

Growth/income 

290.3 

24 

No  load 

1.03-f 

28  3 

1  4 

64 

FOUNDERS  DISCOVERY 

Small  company 

47  4 

587 

No  load 

1.75t 

62.5 

0.0 

1 

FOUNDERS  FRONTIER 

Small  company 

102.5 

160 

No  load 

1.61t 

49.3 

0  0 

3 

FOUNDERS  GROWTH 

AVG 

Growth 

140.0 

59 

No  load 

1.41t 

47.4 

0.6 

48 

FOUNDERS  SPECIAL  X 

Maximum  growth 

224.4 

287 

No  load 

1.09 

63.7 

0  5 

1 

FPA  CAPITAL 

Growth 

98.9 

50 

6.50 

1.10 

64  5 

0  9 

13 

FPA  PARAMOUNT 

#    #  # 

Growth/income 

256.1 

24 

6.50$ 

0.93 

24.3 

3  2 

88 

FPA  PERENNIAL 

Growth/income 

63.8 

24 

6.50 

1.18 

2 1 .7 

3  2 

102 

FRANKLIN  DYNATECH 

AVG 

Technology 

56.0 

54 

4.00 

0.93 

35.5 

1.2 

FRANKLIN  EQUITY 

Growth 

421  8 

20 

4.00 

0.69 

26  6 

1 .8 

191 

FRANKLIN  GOLD 

♦   ♦  ♦ 

Precious  metals 

263.5 

-9 

4.00 

0.75 

5.9 

2.4 

FRANKLIN  GROWTH  Jt 

Growth 

407.8 

108 

4.00 

0.70 

26.7 

2.5 

188 

FRANKLIN  INCOME 

Income 

1796.4 

43 

4.00 

0.56 

41 .0 

1 0.4 

FRANKLIN  RISING  DIVIDENDS 

Growth/income 

71.4 

79 

4.00 

1.60T 

35.9 

2.0 

'6 

FRANKLIN  UTILITIES  X 

AVG 

Utilities 

1483.5 

71 

4.00 

0.59 

24.0 

6.2 

FREEDOM  ENVIRONMENTAL 

Specialty 

39.0 

-24 

4.50 

1  90t 

8.3 

0.2 

FREEDOM  GOLD  &  GOVERNMENT 

AVG 

Precious  metals 

57.0 

-13 

4.00** 

1.82t 

1 2.2 

5.8 

FREEDOM  REGIONAL  BANK 

AVG 

Financial 

50.0 

19 

4.00" 

2.04t 

63.8 

2.0 

FREMONT  MULTI  ASSET 

Asset  allocation 

85.8 

45 

No  load 

1.14 

18.6 

3.1 

i: 

FT  INTERNATIONAL  EQUITY 

International 

105.7 

26 

4.50 

1.51 

7.5 

0.4 

7: 

FUNDAMENTAL  INVESTORS 

AVG 

Growth/income 

1 155.6 

40 

5.75 

0.70t 

30.3 

2.2 

42, 

FUNDTRUST  GROWTH  &  INCOME 

♦ 

Growth/income 

36.6 

25 

1.50 

1.85t 

23.3 

2.6 

94; 

G.T.  AMERICA  GROWTH 

Growth 

87.1 

33 

4.75 

1.70t 

19.3 

0.1 

234, 

G.T.  EUROPE  GROWTH 

International 

1213.2 

-15 

4.75 

1.90T 

4.3 

1.4 

7' 

G.T.  GLOBAL  GROWTH  &  INCOME 

1  nternotional 

85.8 

210 

4,75 

1.85t 

19.1 

5.2 

2 

G.T.  GLOBAL  HEALTH  CARE 

Health  core 

702  3 

300 

4.75 

1.91t 

57.9 

0.0 

G.T.  INTERNATIONAL  GROWTH 

International 

465  3 

35 

4.75 

i.8or 

13.2 

1 .3 

4; 

G.T.  JAPAN  GROWTH 

♦ 

International 

62.0 

19 

4.75 

2.20t 

-2.8 

0.0 

8( 

G.  T.  LATIN  AMERICA  GROWTH 

International 

140.7 

NM 

4.75t 

1.90t 

14. 8§ 

G.T.  PACIFIC  GROWTH 

AVG 

1  nternotional 

333.8 

42 

4.75 

2.00t 

1 3.0 

3.6 

4i 

G.T.  WORLDWIDE  GROWTH 

International 

128.1 

49 

4.75 

1.90t 

20.3 

1.1 

1! 

GABELLI  ASSET 

«    «  # 

Growth 

485  4 

42 

No  load 

1.27t 

18.1 

2. 1 

236/ 

GABELLI  GROWTH 

Growth 

4209 

107 

No  load 

1.44t 

34  3 

0.7 

125/ 

GABELLI  VALUE 

Growth 

576.3 

-32 

5.50 

1.41t 

15  3 

1.9 

242/ 

GALAXY  EQUITY  GROWTH 

Growth 

108.1 

104 

No  load 

0  94 

30.4 

1 .5 

155/ 

GALAXY  EQUITY  VALUE 

Growth 

88.1 

-8 

No  load 

0.93 

23.4 

3. 1 

217/ 

GAM  INTERNATIONAL 

AVG 

International 

40.4 

72 

5.00 

2.24 

15  6 

0. 1 

3£ 

GAM  PACIFIC  BASIN 

International 

35.8 

72 

5.00 

2.23 

1 6.7 

0.0 

34 

GATEWAY  INDEX  PLUS  S. 

#  * 

Option 

81.4 

114 

No  load 

1.15 

17.8 

1.9 

GEORGE  PUTNAM  FUND  OF  BOSTON 

AVG 

530.0 

27 

5.75 

0.92t 

22.8 

4.8 

26 

GINTEL 

Growth 

77.4 

-2 

No  lood 

1.50 

1 5.6 

2. 1 

241/ 

GINTEL  CAPITAL  APPRECIATION 

Growth 

35.3 

22 

No  load 

2. lot 

18.0 

0.6 

237/ 

GINTEL  ERISA 

Growth/income 

73.2 

-7 

No  load 

1.60t 

1 3.5 

2.6 

115/ 

GIT  SPECIAL  GROWTH 

Small  company 

60.9 

63 

No  load 

1  40 

25.7 

1.1 

64 

GLOBAL  UTILIT  '  A  " 

Utilities 

129.1 

-27 

5.25 

1.68t 

162§ 

GOLDEN  RAINBOW 

Balanced 

120.5 

NM 

No  load 

1.86r 

8.7§ 

GOLDMAN  SACHS  CAPITAL  GROWTH 

Growth 

482.2 

18 

5.50 

0.45t 

31.9 

2.3 

144/ 

GOLDMAN  SACHS  SELECT  EQUITY 

Growth/income 

153.0 

NM 

5.50 

0.45t 

7.9§ 

GRADISON  ESTABLISHED  GROWTH 

AVG 

Growth 

170.0 

29 

No  load 

1.33t 

22.2 

2.4 

224/ 

*lncUjd-*s  redemption  fee.  ' '  Includes  deferred  soles  cfiorge 

rl2|b|-l  pion  in  effect  XNol 

currently  accepting  new 

accounts  or  deposits  §New  fund,  le 

s  than  1  2  montfi 

s'  total  return 

NA  -  Not  available 

MN  -  Not  meonir 
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MUTUAL  FUND  SCOREBOAI 


JN'L  TOTAL  RET.  |%) 
5  YEARS       10  YEARS 


TREND 

BW  1 0-YEAR 
ANALYSIS 


PORTFOLIO  DATA 


RISK 


TURNOVER 


,  CASH 


P/E 
RATIO 


LARGEST  HOLDING 


COMPANY 


TOLL  FREE 
(8001 


not  rated 
16.3  15.3 


Very  high  1  14.0  Telefonos  de  Mexico  6  Low 

Average  23  17.6  First  Empire  State  5 

Average  7  22.7  General  Electric  4 

High  2  19.9  Ciba-Geigy  2  High 

Average  9  29.8  Centex  Telemonagement  5 


525-8085 
451-3623 
423-4026 
423-4026 
767-3524 


CO  303-779-1233 

NY  212-943-9200 

NY  212-858-8000 

NY  212-858-8000 

MD  301-727-1700 


Average 
Very  low 
Very  low 
Very  high 
Very  high 


4 
12 

7 
51 
18 


NA 

23.4 
16.2 
20.7 
18.7 


Japan  Radio 
General  Mills 
Southwestern  Bel! 
Merck 

Fidelity  Contrafund 


3 
3 
1 1 
4 
8 


High 

Low 
Low 


767-3524 
767-3524 
767-3524 
325-3539 
325-3539 


MD  301-727-1700 

MD  301-727-1700 

MD  301-727-1700 

OH  614-766-7000 

OH  614-766-7000 


17.0 


16.6 

15.7 

19.4 

16.8 

18.4 

15.7 

17.7 

19.6 

12.9 

17.0 

14.6 

10.7 

14.6 

10.2 

8.4 

15.9 

17.9 

10.3 

15.0 

Average 

High 
Very  high 

High 

High 


13 
20 
23 
21 


14.4 
22.9 
20.7 
28.6 
23.9 


DPL 

ConAgra 

Tetra  Technologies 
Sci-Med  Life  Systems 
Home  Depot 


Low 


Average 


245-5051 
525-2440 
525-2440 
525-2440 
525-2440 


PA  412 
CO  303 
CO  303 
CO  303 
CO  303 


288-1900 
394-4404 
394-4404 
394-4404 
394-4404 


Average 
Very  low 

High 

Low 
Very  low 


24 
3 
42 
21 
28 


28.2 
18.4 
20.1 
18.1 
25.2 


Brinker  International 
Green  Tree  Acceptance 
Panhandle  Eastern 
Melville 
Intel 


3 
14 
5 
4 

9 


High 
Very  high 

Low 

Low 
Average 


525-2440 
421-4374 
421-4374 
421-4374 
342-5236 


CO  303 

CA  213 

CA  213 

CA  213 

CA  415 


394-4404 
277-4900 
277-4900 
277-4900 
570-3000 


Averoge 
Averoge 
Very  low 

Low 

Low 


7 
28 


23 


18.0  Edison  Brothers  Stores  2  High  342-5236  CA  415-570-3000 

29.3  De  Beers  Consolid.  Mines  12  Very  high  342-5236  CA  415-570-3000 

22.5  Pfizer  3  Low  342-5236  CA  415-57a3000 

14.0  Security  Pacific  2  Very  low  342-5236  CA  415-570-3000 

16.0  Norfolk  Southern  6  342-5236  CA  415-570-3000 


16.4 


I   I   PI  III 


Very  low          12  15.7  Dominion  Resources  4  Low  342-5236         CA  415-570-3000 

Average            9  24.5  Waste  Management  5  225-6258         MA  617-725-2300 

High               2  NA  Freeport-McMoRan  Cop./Gold  1  Very  low  225-6258         MA  617-725-2300 

Average           13  12.1  Norwest  4  Average  225-6258        MA  617-725-2300 

Average  5  19.8  AT&T    1   548-4539  


8.2 


18.3 


IS 


I  I  I 


High  7  NA  Grand  Metropolitan  3  High  245-5051  PA  412-288-1900 

Verylow  11  17.4  FNMA  5  Average  421-0180  CA  415-421-9360 

Average  11  NA  Financial  Industrial  Inc.  Fund  1  1  Low  344-9033  MA  617-423-0800 

Low  17  22.3  Quality  Food  Centers  3  824-1580  CA  415-392-618 

Average  5  NIA  EuroDisney  2  High  824-1580  CA  415-392-618 


I   I   ■  I 


Low 

Low 
Average 
Very  high 

High 


13 
4 
9 

17 
4 


15.2 
27.4 
NA 
NA 
NA 


Electrabel 
Roche  Holdings 
Hutchison  Whampoa 
Seibu  Elec.  &  Mach. 
Telefonos  de  Mexico 


Average 
Very  high 


824-1580 
824-1580 
824-1580 
824-1580 
824-1580 


CA  415 
CA  415 
CA  415 
CA  415 
CA  415 


392-618 
392-618 
392-618 
392-618 
392-618 


15.7 


I  I  ■  I 


Average           11  NA  Hutchison  V/hampoa  4  Average           824-1580  CA  415-392-618 

High             13  21.2  Sharp  3  824-1580  CA  415-392-618 

Average             8  20.6  Paramount  Communications  3  Verylow           422-3554  NY  914-921-5000 

Average            5  24.1  CPC  International  4  422-3554  NY  914-921-5000 

Average  1  16.7  Paramount  Communications  18  422-3554  NY  914-921-5000 


1 1.6 


Low  10  NA  PepsiCo  3 

Average  3  19.7  Porker-Hannifin  3 

Very  high  14  NA  Mitsubishi  Trust  &  Banking  6  Low 

High  26  NA  Mitsubishi  4 

Low  0  20.5  Exxon  7  Very  low 


628-0414 
628-0414 


354-6339 


NY  212-888-4200 
NY  212-888-4200 
OH  513-248-2700 


15.2 
14.2 


Average 
Average 
High 
High 
Very  low 


3 
27 
23 
33 
30 


16.5 
14.2 
15.9 
14.1 
17.3 


Philip  Morris 
Phelps  Dodge 
Phelps  Dodge 
Boeing 

Cascade  International 


2 
21 
14 
15 

3 


Low 
High 
High 
Average 
Average 


225-1581 
243-5808 
243-5808 
243-5808 
336-3063 


MA  617-292-1000 

CT  203-622-6400 

CT  203-622-6400 

CT  203-622-6400 

VA  703-528-6500 


High 
Average 
High 
High 
Average 


5 
7 
12 
1 

23 


13,7 
NA 

15.1 
NA 

14.8 


Southwestern  Bell 
Chiquita 

Argonaut  Group 
General  Electric 
Merrill  Lynch 


Average 


225-1852 
227-4648 
762-5035 
762-5035 
869-5999 


OH  800-354-7447 


OH  513-579-5700 


See  pages  84-85  for  an  explanation  of  BW  Raring,  Trend  and  other  terms 
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MUTUAL  FUMj 


FUND 

RATING 

wD^EV  1 1  V  E 

SIZE 

FEES 

CURRENT  RESULTS 

ASSETS 

%  CHG. 

SALES 

EXPENSE 

1991 

RANK 

S  MIL 

1990-91 

CHARGE  (%) 

RATIO  (%) 

TOTAL  RET  (%) 

YIELD 

OB. 

GRADISON  OPPORTUNITY  GROWTH 

Smoll  compony 

39  1 

70 

No  load 

1  -61 1 

35  9 

1 .6 

t/ 

GROWTH  FUND  OF  AMERICA  X 

AVG 

Growth 

3457.7 

68 

5.75 

0.83t 

35.8 

1 .5 

1 IH 
"r 

GROWTH  FUND  OF  WASHINGTON 

♦  > 

Growth 

35.3 

-7 

5.00 

1.66t 

26.4 

1 .3 

19^1 
1 

GUARDIAN  PARK  AVENUE  J. 

AVG 

Growth 

270.1 

25 

4.50 

0-67 

35.2 

2.7 

11/ 

GW  GROWTH  &  INCOME 

Growth/income 

60.0 

161 

4.50 

1.52T 

27.6 

1.8 

7: 

HANCOCK  ASSET  ALLOCATION  (j) 

Asset  ollocotion 

31 .9 

37 

4.50 

2  28t 

27.9 

1.1 

HANCOCK  GLOBAL 

♦  ♦ 

International 

83.4 

5 

4.50 

2.08t 

26.1 

0.0 

1 

HANCOCK  GLOBAL  TECHNOLOGY 

♦ 

Technology 

31.6 

9 

5.00 

2.36t 

33.5 

0.2 

HANCOCK  GROWTH 

AVG 

Growth 

145.3 

42 

4.50 

l.iOt 

41.8 

0.2 

7^ 

HANCOCK  SOVEREIGN  INVESTORS  (k)  X 

#  # 

Growth/income 

194.1 

132 

5.00 

1.14t 

30.7 

3.5 

3f 

HARBOR  CAPITAL  APPRECIATION 

Growth 

90.9 

46 

No  load 

0.89 

54.8 

0.3 

3 1 

HARBOR  GROWTH 

AVG 

Growth 

216.6 

52 

No  load 

0.91 

50.5 

0.3 

37 

HARBOR  INTERNATIONAL 

International 

220.8 

258 

No  load 

1.35 

21.5 

1.2 

1 

HARBOR  VALUE 

Growth/Income 

42,0 

59 

No  load 

0.93 

21.3 

3.5 

lo; 

HARTWELL  EMERGING  GROWTH  X 

Small  company 

107.7 

328 

4.75 

1.70t 

72.2 

0.0 

HEARTLAND  VALUE 

Smoll  compony 

29.9 

50 

4.50 

1 .80t 

49.4 

3.9 

HELMSMAN  BLUE  CHIP  EQUITY  & 

Growth 

71.0 

NM 

No  lood 

0.64t 

29  2? 

HELMSMAN  DISCIPLINED  EQUITY 

Growth 

99.2 

63 

No  load 

0.41t 

27.0 

3.2 

18f' 

HELMSMAN  GROWTH  EQUITY 

Growth 

103.2 

196 

No  load 

0.45t 

40.5 

0.9 

8- 

HELMSMAN  INCOME  EQUITY 

Equity-income 

102.9 

112 

No  load 

0.42t 

23.4 

4.0 

HELMSMAN  QUANTITATIVE  EQUITY  (|l 

Growth 

51.1 

NM 

0.52t 

12. 0§ 

HERITAGE  CAPITAL  APPRECIATION 

Growth 

68  6 

17 

4.00 

1  a6T 

35.1 

1.8 

1  u 

HIGHMARK  INCOME-EQUITY 

Equity*income 

59.2 

60 

No  load 

1.17 

30.5 

3.9 

HT  INSIGHT  EQUITY 

Growth 

34.1 

39 

4.50 

LOOT 

27.5 

2.3 

175 

lAI  INTERNATIONAL 

International 

36.5 

13 

No  load 

2.00t 

16.6 

1.9 

lAI  REGIONAL  X 

454.2 

1 1 5 

No  load 

1  25t 

35.4 

1.0 

1 1  2 

lAI  STOCK  A 

AVG 

Growth/income 

1 15.4 

49 

No  lood 

1.25t 

26-7 

0.9 

77 

IDEX 

Growth 

257.6 

146 

8.50 

1.32 

615 

0.4 

1£ 

IDEX  3 

Growth 

222.3 

55 

8.50$ 

1.28 

61.8 

0.5 

17 

IDEX  II 

Growth 

186.3 

135 

5.50 

1.48t 

58.7 

0.3 

2C 

IDS  BLUE  CHIP  ADVANTAGE 

Growth/income 

84.1 

153 

5  00 

1 .07t 

29.5 

1.9 

52 

IDS  DISCOVERY 

Smoli  compony 

278.7 

86 

5.00 

0.98T 

52.8 

0.2 

IDS  DIVERSIFIED  EQUITY-INCOME 

Equity -income 

38.2 

497 

5.00 

0.90t 

26.1 

5.4 

1 

IDS  EQUITY  PLUS 

AVG 

Growth/income 

440.3 

24 

5.00 

0.66t 

32.4 

1.5 

2e 

IDS  GLOBAL  GROWTH 

International 

41.1 

75 

5.00 

1.81t 

13.8 

0.7 

IDS  GROWTH 

AVG 

923  2 

45 

5.00 

0.87t 

46.9 

0.9 

IDS  INTERNATIONAL 

International 

238.2 

13 

5  00 

1.36t 

1 1.8 

0.6 

IDS  MANAGED  RETIREMENT  A 

«  # 

Growth/income 

1 154.0 

59 

5.00 

0.89t 

46.0 

1.6 

- 

IDS  MUTUAL 

AVG 

Balanced 

1989.9 

25 

5.00 

0.71  T 

23.7 

5.1 

2 

IDS  NEW  DIMENSIONS  - 

Growth 

1948.1 

110 

5.00 

0.90t 

50.7 

1.0 

3c 

IDS  PRECIOUS  METALS  ^ 

♦ 

Precious  metals 

58  6 

-22 

5.00 

1 .50t 

-3.7 

1.4 

1 

IDS  PROGRESSIVE  A 

Growth 

130.2 

10 

5.00 

0.98t 

25.1 

2.7 

2o; 

IDS  STOCK 

Growth/income 

1629.9 

27 

5.00 

0.64t 

276 

3.1 

7: 

IDS  STRATEGIC  AGGRESSIVE  EQUITY 

AVG 

Maximum  growth 

487.4 

69 

5.00** 

1.58t 

512 

0.1 

IDS  STRATEGIC  EQUITY 

AVG 

Growth/income 

462  8 

44 

5.00** 

1-63T 

28.4 

2.6 

62 

1  nte  motional 

41  7 

3 

5  00** 

2.64t 

9.6 

0.5 

IDS  UTILITIES  INCOME 

Utilities 

327-5 

50 

5.00 

0.9035.3t  22.0 

5.3 

INCOME  FUND  OF  AMERICA 

Income 

3525.3 

62 

5.75 

0.67T 

23  8 

6.4 

INDEPENDENCE  CAPITAL  TOT.  RET.  GRTH. 

Growth/income 

34.5 

36 

4.50 

1.44t 

35.0 

0.1 

2C 

INTERNATIONAL  EQUITY 

International 

1 16.1 

92 

No  load 

1.12 

3.6 

1.5 

8 

AVG 

Growth/ income 

1 0525  9 

78 

5  75 

0.55T 

26.5 

2.5 

7f 

INVESTMENT  TRUST  BOSTON  GROWTH  OPP. 

Growth/income 

70.3 

26 

5.75 

1.28T 

30.6 

2.1 

41 

INVESTORS  RESEARCH  X 

AVG 

Growth 

75.0 

30 

6.75 

0.90 

42.3 

1 .0 

6& 

IVY  GROWTH 

AVG 

Growth 

231.8 

25 

5.75 

1.31t 

30.4 

1.5 

156. 

IVY  INTERNATIONAL 

AVG 

International 

96  8 

50 

5.75 

1.69t 

16.9 

1.3 

3( 

JANUS 

*  « 

Growth 

2993  0 

1 59 

No  load 

0.98 

42  8 

1.0 

63 1 

JANUS  GROWTH  &  INCOME  ^ 

GroNvth/income 

93.3 

NM 

No  load 

2.33T 

35. 3§ 

JANUS  TWENTY 

Growth 

1348.4 

453 

No  lood 

1.07 

69.3 

0.1 

3 

JANUS  VENTURE 

•* 

Small  company 

1464.1 

429 

No  loodt 

1.08 

47-7 

0.4 

3 

JAPAN 

♦ 

International 

334  9 

7 

No  load 

1.05 

3  ; 

0-0 

8 

"Includes  redemption  fee  "'includes  deferred  sales  chorge.  t^2ib}-l  plan  in  effect.  JNot  currently  occepring  new  occounts  or  deposits.  §New  fund,  less  than  1  2  months' total  return,  t4A  -  Not  avoilable.  MN  -  No" 
(j)  Formerly  Honcock  John  Asset  Ailocotion  Trust.  (It)  Formerly  Sovereign  Investors.  (I)  Formerly  Helmsman  QuanWative  Value  Equity  Port. 
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MUTUAL  FUND  SCOREBO/3 


MN'L  TOTAL  RET,  (%) 
5  YEARS       10  YEARS 


TREND 

BW  10-YEAR 
ANALYSIS 


PORTFOLIO  DATA 


RISK 


TURNOVER       %  CASH 


P/E 
RATIO 


LARGEST  HOLDING 


COMPANY 


TOLL  FREE 
(800) 


17.0 


17.9 


14.9 
17.1 


Average 

Low 
Very  low 
Average 

Low 


29 
15 

3 
-1 

1 


13.7 
20.0 
15  1 
15.7 
20  0 


Carter-Wallace 
FNMA 

Washington  Post 
Philip  Morris 
Glaxo 


3 
6 
14 
3 
4 


Average 
Average 

High 
Average 


869-5999 
421-0180 
972-9274 

221-  3253 

222-  5852 


OH  513-579-5700 

CA  415-421-9360 

DC  202-842-5665 

NY  80a522-7800 


IB 


Average 
High 
Low 
High 

Average 


6 
1 

1 1 
8 
15 


23.0 
22.7 
22.4 
26.3 
20  4 


Boeing 
Coca-Colo 

Tele-Communications 
Wal-Mart  Stores 
Philip  Morris 


Average 
Very  high 
Average 
Low 


225-5291 
225-5291 
225-5291 
225-5291 
225-5291 


16.2 


Average 
High 
Low 
Low 
High 


25.8 
20.4 
NA 
16.7 
38.3 


Pfizer 

Alexander  &  Baldwin 

Sony 

Exxon 

Tokos  Medical 


High 


Very  high 


422 
422 
422 
422 
343 


1050 
1050 
1050 
1050 
2898 


OH  419-247-2477 

OH  419-247-2477 

OH  419-247-2477 

OH  419-247-2477 

MA  617-338-3400 


Average 

High 
Average 
Average 
Very  low 


13.2 
NA 

13.1 
20.5 
16-5 


Morten  Tronsport 
Philip  A/orris 
Chubb 
Texaco 
Philip  Morris 


H.gh 


432-7856 
338-4345 
338-4345 
338-4345 
338-4345 


Wl  414-347-7276 


M  w  I 


High 
Average 
Low 
High 
Low 


4 

16 
5 
6 
9 


NA 

21.1 
16.0 
15.6 
NA 


Limited 

FNMA 

IBM 

Entergy 

Granada 


Average 


338-4345 
421-4184 
433-6884 
441-7379 
927-3863 


FL  813-573-8143 


MN  612-376-2600 


19.6 
16.0 


High  28  20-0  Medtronic  3  Low  927-3863  MN  612-376-2600 

Average  17  19.7  Telefonos  de  Mexico  3  Average  927-3863  MN  612-376-2600 

Average  11  24.8  Amgen  5  Average  624-4339  FL  813-585-6565 

High  6  24.3  Chambers  Development  5  624-4339  FL  813-585-6565 

High  12  25.5  Chambers  Development  5  Average  624-4339  FL  813-585-6565 


13.6 


14.9 


High  0  20.4  Royal  Dutch  Petroleum  3  328-8300  MN  612-671-3733 

High  16  30.6  Cracker  Barrel  Old  Country  4  High             328-8300  MN  612-671-3733 

Average  -2  16.7  MBNA  2  328-8300  MN  612-671-3733 

Average  0  24.1  Sherwin-Williams  3  Averoge           328-8300  MN  612-671-3733 

Low  -1  NA  Bobst  3  328-8300  MN  612-671-3733 


16.0 


15.8 
20.5 


Average 

High 
Average 
Average 
Average 


29.4 

22.0 
23.0 
16.0 
29.5 


Wol-Mort  Stores 
Siemens 

Wol-Mort  Stores 
General  Electric 
Wol-Mort  Stores 


10 
1 
3 
2 
5 


High 
High 
Average 
Very  low 
Average 


328-8300 
328-8300 
328-8300 
328-8300 
328-8300 


MN  612-671-3733 
MN  612-671-3733 
MN  612-671-3733 
MN  612-671-3733 
MN  612-671-3733 


14.4 
16.2 


I  Mjm 


Average          -1  35.3  Freeport-McMoRon  Cop./Gold  9  Very  high  328-8300  MN  612-671-3733 

High               4  18.9  Paccar  4  Average  328-8300  MN  612-671-3733 

Low               3  19.4  Philip  Morris  3  Low  328-8300  MN  612-671-3733 

Average            0  34.7  Wal-Mart  Stores  5  High  328-8300  MN  612-671-3733 

Average  1  16.2  Emerson  Electric  3  Low  328-8300  MN  612-671-3733 


16.4 


:□ 


Average 
Average 
Low 
High 
Average 


NA 

15.2 
15.9 
21.8 
NA 


Siemens 
Southern 
IBM 

Tronsco  Exploration 
BBC  Brown  Boveri 


Very  low 


High 


328-8300 
328-8300 
421-0180 
833-4264 
344-8332 


MN  612-671-3733 
MN  612-671-3733 
CA  415-421-9360 
PA  215-440-4200 
NY  212-841-3841 


18.5 
13.4 
17.8 
17.5 


Very  low 

Low 

Low 
Average 

Low 


6 
2 
13 
6 


17.8 
19.7 
26.8 
20.4 
NA 


Philip  Morris 

Exxon 

Amgen 

Warner-Lambert 
Cementos  Mexicanos 


Low 
Averoge 
Averoge 
Average 
Average 


421-0180 
343-7104 
732-1733 
456-5111 
456-5111 


CA  213-486-9200 

MA  617-578-1400 

CA  213-595-771  1 

FL  407-393-8900 

FL  407-393-8900 


20.3  19  1 

not  roted 

22.0 
20.7 
8.9  17.2 


nwn 


High 

High 

High 
Very  high 
Average 


21 
17 
14 
16 


25.9 
26.0 
26.3 
20  7 
NA 


Glaxo 

Somatogen 

Glaxo 

Amgen 

MKC 


Low 

Average 

Low 
Very  high 


525-8983 
525-8983 
525-8983 
525-8983 
535-2726 


CO  303-333-3863 

CO  303-333-3863 

CO  303-333-3863 

CO  303-333-3863 

MA  617-439-4640 


See  pages  84-85  for  an  explanation  of  BW  RoHng,  Trend  and  other  terms 


DATA:  MORNINGSTAR  INC. 


UFUND  SCOREBOARD 


BUSINESS  WEEK/FEBRUARY  17  1992  95 


MUTUAL  FUN 


FUND 

RATING 

OJ  c  v>  live 

SIZE 

FEES 

CURRENT  RESULTS 

ASSETS 

%  CHG 

SALES 

EXPENSE 

1991 

RANK 

S  MIL. 

1 990-9 1 

CHARGE  |%| 

RATIO  (%) 

TOTAL  RET.  (%) 

YIELD 

OBJE 

JP  GROWTH 

AVG 

Growth 

33.8 

31 

5.50 

0  90 

32.2 

1.8 

141 

KAUFMANN 

AVG 

Maximum  growth 

140.1 

255 

0  20* 

3.50t 

79,4 

0,0 

KEMPER  BLUE  CHIP 

Growth/income 

76.0 

114 

5.75 

1.58 

44  4 

0.9 

4 

KEMPER  DIVERSIFIED  INCOME 

Income 

223.2 

28 

4.50 

1.21 

51.7 

12.6 

KEMPER  ENVIRONMENTAL  SERVICES 

Specialty 

64.9 

13 

5.75 

1.54 

24.2 

0.0 

KEMPER  GROWTH 

♦    «  « 

Growth 

984  6 

183 

5.75 

1.04 

66.9 

0.3 

10 

KEMPER  INTERNATIONAL 

International 

180.8 

-2 

5.75 

1.31 

9.1 

0.0 

6 

KEMPER  INVESTMENT  PORT.  DIVERS.  INC.  (m) 

Income 

243.4 

24 

3.00" 

2.31t 

50.9 

1 1.3 

KEMPER  INVESTMENT  PORT.  GROWTH  (n) 

«    «  « 

Growth 

546.6 

81 

3.00" 

2.28T 

57.0 

0.0 

24 

KEMPER  INVESTMENT  PORT.  TOTAL  RETURN  (o| 

Balanced 

747.0 

45 

3.00" 

2.24t 

42.5 

2.7 

 ■ 

KEMPER  RETIREMENT  1 

Balanced 

131 .7 

29 

5.00^ 

1.17 

43.4 

3.3 

KEMPER  RETIREMENT  II 

Balanced 

167  9 

700 

5.00 

1.16 

41.9 

1.9 

KEMPER  SUMMIT 

AVG 

Maximum  growth 

352.7 

71 

5.75 

1.25 

69.0 

0  2 

KEMPER  TECHNOLOGY 

AVG 

Technology 

646.7 

29 

5.75 

0.71 

44.4 

0.7 

KEMPER  TOTAL  RETURN  1 

AVG 

Balanced 

1087  1 

32 

5.75 

0.87 

40.2 

3.2 

KEYSTONE  AMERICA  OMEGA 

«  * 

Maximum  growth 

58  7 

52 

4.75 

1.57+ 

53.9 

0.4 

1 

KEYSTONE  CUSTODIAN  K-1 

AVG 

Balanced 

1069.7 

30 

4.00" 

1.87t 

24.0 

4.8 

2 

KEYSTONE  CUSTODIAN  K-2 

AVG 

Growth 

365.0 

30 

4.00" 

1.64t 

41.2 

0  7 

78 

KEYSTONE  CUSTODIAN  S-1 

AVG 

Growth/income 

191.1 

18 

4.00" 

2.05t 

28.8 

1.5 

57 

KEYSTONE  CUSTODIAN  S-3 

■» 

Growth 

278.7 

30 

4.00" 

1.58t 

42.1 

0.8 

70 

KEYSTONE  CUSTODIAN  S-4 

Maximum  growth 

783.2 

59 

4.00" 

1.38t 

72.7 

0.0 

KEYSTONE  INTERNATIONAL 

International 

72.1 

-8 

4.00" 

2.92T 

14.2 

3.9 

4 

KEYSTONE  PRECIOUS  METALS 

Precious  metals 

131.6 

-14 

4.00" 

1.81t 

8.2 

0.8 

KIDDER  PEABODY  EQUITY-INCOME 

Equity-income 

127.2 

77 

4  00 

1.601 

46.2 

13 

KLEINWORT  INTERNATIONAL  EQUITY 

International 

65.9 

-8 

No  load 

1.78t 

118 

4.3 

5 

LAUREL  STOCK 

Growth/ in  come 

316 

187 

4.50 

0  90t 

28.9 

1.1 

56 

LAZARD  SPECIAL  EQUITY 

AVG 

Small  company 

1  1  1.4 

45 

No  load 

1.81 

38.2 

1.4 

5 

LEGG  MASON  SPECIAL  INVESTMENT 

AVG 

Small  company 

163.6 

1  15 

No  load 

2.30t 

39.3 

0.2 

5 

LEGG  MASON  TOTAL  RETURN 

■i?-  -IS 

Growth/income 

40.1 

1  15 

No  load 

2.50t 

40.5 

1.6 

9 

LEGG  MASON  VALUE 

Growth 

747.9 

18 

No  load 

1.90t 

34.7 

1.4 

122 

LEXINGTON  CORPORATE  LEADERS 

Growth/ income 

98.2 

15 

No  load 

0.68 

19.4 

18 

lie 

LEXINGTON  GLOBAL 

International 

53.6 

6 

No  load 

1.60 

15.5 

13 

3 

LEXINGTON  GOLDFUND 

Precious  metals 

96.4 

-9 

No  load 

1.49 

-6.1 

0.9 

1 

LEXINGTON  GROWTH  &  INCOME  (p)  A 

Growth/income 

121.9 

16 

No  load 

1.08 

24.9 

2.0 

87 

LIBERTY  UTILITY 

Utilities 

334.2 

227 

4.50 

1.02 

25.9 

5.6 

LINDNER 

AVG 

Growth 

836.3 

29 

2.00* 

0.83 

23.4 

3  6 

21i 

LINDNER  DIVIDEND 

Equity-income 

234.5 

57 

2.00* 

0.87 

27.4 

8.6 

1 

LORD  ABBETT  DEVELOPING  GROWTH 

Small  company 

159.1 

50 

6.75 

1.24t 

56.4 

0.2 

2 

LORD  ABBETT  GLOBAL  EQUITY 

International 

36.7 

11 

6.75 

1.45t 

14.8 

1.1 

LORD  ABBETT  VALUE  APPRECIATION 

Growth 

166.1 

7 

6.75 

1.12t 

27.4 

2.2 

181 

LOSANTIVILLE  RELATIVE  VALUE 

Growth/ in  CO  me 

34  7 

NM 

No  lood 

0.80t 

5.0§ 

MACKENZIE  AMERICAN 

Growth 

44.9 

18 

5.75 

2.13t 

9.4 

0.8 

24; 

MACKENZIE  N.  AMERICAN  TOTAL  RETURN 

Balanced 

52.2 

-18 

5.75 

2.12t 

16.4 

5,8 

3 

MAINSTAY  CAPITAL  APPRECIATION 

AVG 

Growth 

92.6 

141 

5.00" 

2.50T 

68.4 

00 

5 

MAINSTAY  TOTAL  RETURN 

Balanced 

164.9 

189 

5.00** 

2.40t 

36.8 

1.4 

MAINSTAY  VALUE 

AVG 

50.3 

57 

5.00** 

2.40t 

41.3 

1.5 

y 

MASS.  CAPITAL  DEVELOPMENT 

Growth 

741.1 

8 

5.75 

0.91t 

22.4 

1.5 

222 

MASS.  FINANCIAL  DEVELOPMENT 

AVG 

Growth 

249.3 

21 

5.75 

0.97t 

32.6 

1.4 

135 

MASS.  FINANCIAL  EMERGING  GROWTH 

Small  company 

260  0 

54 

5.75 

1.51 1 

70.2 

0.0 

1 

MASS.  FINANCIAL  SPECIAL 

Growth 

1  1  1.3 

8 

5.75 

1.61t 

23.9 

0.8 

206 

MASS.  FINANCIAL  TOTAL  RETURN 

AVG 

998,7 

34 

4.75 

0.85t 

21.6 

5.4 

MASS.  INVESTORS 

AVG 

Growth/income 

1530.3 

21 

5.75 

0.661 

27.7 

2  6 

71 

MASS.  INVESTORS  GROWTH  STOCK 

Growth 

1075.3 

38 

5.75 

0.63t 

47  7 

0  0 

47 

MATHERS  ■> 

#   *  ♦ 

Growth 

516.7 

72 

No  load 

0.98 

9.4 

4,7 

24^ 

MENTOR  GROWTH  (q) 

Growth 

108.3 

29 

5.00'* 

2.24t 

30.4 

00 

3£ 

MERRILL  LYNCH  BALANCED  B  (r) 

AVG 

Balanced 

1027.6 

-10 

4.00" 

1.98t 

25.2 

2,5 

1 

MERRILL  LYNCH  BASIC  VALUE  A  JL 

Growth 

1566  3 

21 

6.50 

0.58 

27  2 

3.9 

183 

MERRILL  LYNCH  CAPITAL  A 

Growth/income 

1420.1 

48 

6.50 

0.54 

25.2 

5.0 

Si 

MERRILL  LYNCH  DEVELOPING  CAPITAL  MKT. 

International 

109.7 

17 

6.00* 

1.77 

23.4 

2  3 

I, 

MERRILL  LYNCH  EUROFUND  B 

International 

487.8 

-1 

4.00** 

2.17T 

15.1 

2.9 

4 

"Includes  redemption  fee  "Includes  deferred  sales  charge,  j  '  2[b)-l  plon  in  effect.  JNot  currently  accepting  new  occounts  or  deposits  §New  fund,  less  than  I  2  months'  total  return.  NA  =  Not  available.  MN  =  Not  meai 
[m]  Formerly  Investment  Portfolios  Divers.  Income,  (n)  Formerly  Investment  Portfolios  Equity  Portfolio,  (o)  Formerly  Investment  Portfolios  Total  Return  Port  (p)  Formerly  Lexington  Research  Fund,  (q)  Formerly  Southeastern  < 
Fund  (r)  Formerly  Merrill  Lynch  Rettf--  Ben.  Inv  Prog  B 
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MUTUAL  FUND  SCOREBO: 


TREND 

BW  10-YEAR 
ANALYSIS 


PORTFOLIO  DATA 


RISK 


TURNOVER  %CASH 


P/E 
RATIO 


LARGEST  HOLDING 


COMPANY 


TOLL  FREE 
(800) 


15.7 


10.1 


Low  7  22.2  Unifi  4  Averoge 

Very  high  1  25  1  Kinetic  Concepts  8  Very  high 

Average  0  24,0  Philip  Morris  5 

Average  2  NA  RJR  Nabisco  1  Low 

High  17  26.3  Wheeiobrator  Technologies  5 


458-4498 
237-0132 
621-1048 
621-1048 
621-1048 


NC  919-691-3448 

NY  212-344-2661 

IL  312-781-1121 

IL  312-781-1121 

IL  312-781-1121 


19.1 
14.9 


iOiiii 


High 
Very  high 
Very  low 

High 

High 


26.6 
NA 
NA 
26  4 
23.1 


Philip  Morris 

Konsoi  Electronic  Power 

RJR  Nabisco 

Philip  Morris 

Philip  Morris 


Average 
Average 

Low 
Average 

Low 


621-1048 
621-1048 
621-1048 
6211048 
621-1048 


L  312-781 

L  312-781 

L  312-781 

L  312-781 

L  312-781 


-1121 
-1 121 
-1121 
-1121 
-1121 


16.7 
14.8 
15.1 


[ZED 


High 
High 
High 
Low 
High 


0 
3 
6 
3 
18 


NA 
NA 
26.4 
28  0 
23.4 


Philip  Morris 
FNMA 

Duty  Free  Internationol 
Bristol-Myers  Squibb 
Philip  Morris 


High 
High 
Low 


621-1048 
621-1048 
621-1048 
621-1048 
621-1048 


L  312-781 

L  312-781 

L  312-781 

L  312-781 

L  312-781 


-1 121 
-1121 
-1121 
-1121 
-1121 


15.3 
14.7 
15.6 
14.2 
14.2 


Be 


High 
Average 

Low 
Average 
Average 


26.7 
19.5 
23.1 
20.3 
24.4 


Vicor 

General  Electric 
Philip  Morris 
V^al-Mort  Stores 
US  Surgical 


Average 
Very  low 
Average 
Average 
High 


343-2898 
343-2898 
343-2898 
343-2898 
3432898 


MA  617-338-3400 

MA  617-338-3400 

MA  617-338-3400 

MA  617-338-3400 

MA  617-338-3400 


12.9 
11.0 


13.3 


Average  2  29.1  Amgen  4  Very  high  343-2898  MA  617-338-3400 

Low  12  20  8  Toyota  Motor  3  High  343-2898  MA  617-338-3400 

Average  5  26  8  American  Borrick  Resources  9  Very  high  343-2898  MA  617-338-3400 

High  3  28  1  Home  Depot  4  Low  NY  212-5ia5041 

Average  7  NA  Telefonos  de  Mexico  3  High  233-9164  NY  212-687-2515 


Average  7  18.4  IBM  3  235-4331 

Low  16  14.1  National  Presto  Industries  5  Low  228-0203 

Average  17  18.2  FNMA  4  High  822-5544 

Low  17  14  2  Standard  Federal  Bank  (Ml)  3  Average  822-5544 

Low  9  17.4  FNMA  7  High  822-5544 


NY  212-632-6000 

MD  301-539-3400 

MD  301-5393400 

MD  301-539-3400 


17.0 


5  3 

12.7 


U-J-JJ 


High 
Average 
Very  low 

High 
Average 


15.9 
17.6 
NA 
19.6 
13.5 


Union  Pacific 

May  Department  Stores 

Rustenburg  Platinum 

Burlington  Northern 

DPL 


High 

Very  high 
Average 


526-0057 
5260057 
526-0057 
526-0057 
245-5051 


NJ  201-845-7300 

NJ  201-845-7300 

NJ  201-845-7300 

NJ  201-845-7300 

PA  412-288-1900 


Very  low 
Very  low 
Very  low 
Average 
Average 


4 
1  1 
12 

9 


13.9 
19.2 
27.1 
15.8 
18.0 


Norsk  Hydro 

Firstar 

Novell 

Precision  Costports 
Worthington  Industries 


Low 
Very  low 
High 

Average 


874-3733 
874-3733 
874-3733 


MO  314-727-5305 
MO  314-727-5305 
NY  212-848-1800 
NY  212-848-1800 
NY  212-848-1800 


High 
Very  low 
Average 
Very  high 
Very  high 


18 
12 
6 
4 
1 1 


NA 
19  8 
16.1 
26.4 
21.9 


Lubrizol 

Hewlett-Packard 
General  Motors 
Telefonos  de  Mexico 
Amgen 


Average 
Low 
High 


456-51 1 1 
456-51  1 1 
522-4202 
522-4202 


OH  513-867-5134 
FL  407-393-8900 
FL  407-393-8900 


12.8 

11.2 

13.6 

12.8 

14.7 

14.3 

17.8 

11.6 

1 1.7 

16.0 

15.5 

16.0 

16.0 

15.3 

14.0 

13.8 

10.5 

9  2 

10.7 

16.5 

13.7 

16.8 

High 
Average 
Average 

High 
Average 


17.9 
22.9 
18.5 

32.6 
17.1 


Telefonos  de  Mexico 
Murphy  Oil 
Pfizer 

Office  Depot 
Unitrin 


Average 
Average 
Average 
Very  high 
Average 


522-4202 
225-2606 
225-2606 
225-2606 
225-2606 


MA  617-954-5000 

MA  617-954-5000 

MA  617-954-5000 

MA  617-954-5000 


rr 


Average 

Low 
Average 
Very  high 
Average 


1  1 
1 

85 
5 


16.7 
20.9 
29.3 
17.5 
20.8 


Philip  Morris 
Bristol-Myers  Squibb 
cue  International 
Plocer  Dome 
Unifi 


Very  low 
Low 
High 

Very  low 
High 


225-2606 
225-2606 
225-2606 
962-3863 
999-4328 


MA  617-954-5000 

MA  617-954-5000 

MA  617-954-5000 

IL  708-295-7400 

VA  804-649-2311 


TTH 


High 

Low 
Average 
Average 

High 


1 

12 
18 
1  1 
7 


18.8 
15  0 
15.8 
NA 
NA 


Computer  Sciences 
Royal  Dutch  Petroleum 
Glaxo 

Telefonos  de  Mexico 
Roche  Holdings 


Low 
Average 
Very  low 


637-3863 
637-3863 
637-3863 
637-3863 
637-3863 


NJ  609-282-2800 
NJ  609-282-2800 
NJ  609-282-2800 
NJ  609-282-2800 
NJ  609-282-2800 


See  pages  84-85  for  an  explanation  of  BW  Rating,  Trend  and  other  terms 
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FUND 

RATING 

OBJECTIVE 

SIZE 

FEES 

CURRENT  RESULTS 

ASSETS 

%  CHG, 

SALES 

EXPENSE 

1991 

RAN^ 

S  MIL, 

1990-91 

CHARGE  |%1 

RATIO  (%) 

TOTAL  RET  (%) 

YIELD 

OB 

MERRILL  LYNCH  FUND  FOR  TOMORROW  B 

AVG 

Growth 

477,5 

9 

4,00" 

l,99t 

30.8 

2,0 

1 5 

MERRILL  LYNCH  GLOBAL  ALLOCATION  B 

Internotional 

176,4 

53 

4,00** 

2,3ir 

27,5 

1  1  ,6 

MERRILL  LYNCH  GLOBAL  UTILITY  B 

Utilities 

97,8 

78 

4.00** 

2. lot 

1  3.8 

4,0 

MERRILL  LYNCH  GROWTH  B  (s| 

Growth 

819.4 

66 

4.00** 

1.90t 

23.9 

0,1 

211 

MERRILL  LYNCH  INTERNATIONAL  A 

Internotional 

178.5 

2 

6.50 

1.53 

1 7. 1 

1 .0 

MERRILL  LYNCH  NATURAL  RESOURCES  B 

Natural  resources 

275  3 

-24 

4.00** 

1 .99t 

4.8 

2,1 

MERRILL  LYNCH  PACIFIC  A 

International 

304,7 

26 

6,50 

1,04 

17.0 

2.3 

MERRILL  LYNCH  PHOENIX  A 

Growth 

121.9 

15 

6,50 

1,42 

37,0 

8.0 

10 

MERRILL  LYNCH  SPECIAL  VALUE  A 

Small  company 

49.9 

40 

6.50 

1.87 

54.9 

0.6 

MERRILL  LYNCH  STRATEGIC  DIVIDEND  B 

Equity-income 

263.0 

-1 1 

4.00** 

1.90t 

14.8 

3.2 

MERRIMAN  CAPITAL  APPRECIATION 

Growth 

49.1 

149 

No  load 

1.48 

21.9 

1 .9 

22 

METLIFE-STATE  STREET  CAPITAL 

AVG 

Maximum  growth 

100.6 

104 

4,50 

1.50t 

74.5 

0.0 

METLIFE-STATE  STREET  EQUITY-INCOME 

Equity-income 

49.8 

14 

4,50 

1.50t 

1 8.2 

4.6 

METLIFE-STATE  STREET  EQUITY  INVESTMENT 

Growth 

47.0 

47 

4,50 

1.50t 

35.0 

0.7 

11 

METLIFE-STATE  STREET  MANAGED 

Asset  allocation 

70.2 

16 

4,50 

1.25t 

o  1  r\ 

4,9 

MFS  LIFETIME  CAPITAL  GROWTH 

Growth 

360,7 

52 

6,00** 

2.33t 

30.2 

0.4 

15 

MFS  LIFETIME  EMERGING  GROW/TH 

AVG 

Smalt  company 

191,4 

151 

6,00** 

2.66t 

87.6 

0.0 

MFS  LIFETIME  GLOBAL  EQUITY 

AVG 

International 

94.6 

21 

6.00** 

2,94t 

7.3 

0.0 

MFS  LIFETIME  MANAGED  SECTORS 

#  # 

Growth 

227.0 

40 

6.00** 

2  52r 

59.6 

0.0 

1 

MFS  LIFETIME  TOTAL  RETURN 

AVG 

Growth/income 

291  8 

32 

6.00** 

2.35t 

1  o 

1  7  .J 

O  7 
Z./ 

10' 

MFS  MANAGED  SECTORS 

AVG 

Growth 

140,2 

40 

5,75 

1.8  It 

62.1 

0.0 

1 

MFS  WORLDWIDE  TOTAL  RETURN 

International 

33,9 

88 

4  75 

2.26t 

21.6 

3,3 

MONETTA 

#   «  # 

Growth 

56,3 

831 

No  load 

1.43 

55.9 

0,3 

2 

MONITOR  GROV\/TH  TRUST  SHARES 

Growth 

72,1 

98 

No  load 

0.88 

26.5 

2,5 

19 

MONITOR  INCOME-EQUITY  TRUST  SHARES 

Equity-income 

80,2 

76 

No  load 

0.80 

o 

ZJ.Z 

3,4 

MONTGOMERY  SMALL  CAP 

Small  company 

74.1 

296 

2,00* 

1.87 

98.7 

0.0 

MSB 

Growth 

41.3 

-2 

No  load 

1.39 

1 7.0 

1 .3 

23' 

MUTUAL  BEACON 

Growth 

399.0 

3 

No  load 

0.85 

1 7.6 

1 .8 

23 

MUTUAL  BENEFIT 

AVG 

Growth 

45.6 

23 

4.75 

1.01 

27.7 

2  5 

17 

MUTUAL  OF  OMAHA  GROWTH 

AVG 

Growth 

91.5 

75 

4.75 

1.29t 

oo.v 

1  A. 
1  .O 

1  ^ 

MUTUAL  OF  OMAHA  INCOME 

Income 

197.2 

19 

4,75 

0.94t 

1  8.6 

6,4 

MUTUAL  QUALIFIED 

Growth/income 

1  1 1 1.4 

3 

No  load$ 

0,91 

21.1 

3,1 

lOi 

MUTUAL  SHARES 

Growth 

2642.9 

5 

No  loadf 

0,84 

2 1 .0 

3,0 

23 

N.  AMERICAN  MODERATE  ASSET  ALLOC. 

AVG 

Asset  allocation 

30  9 

-14 

4  75 

2,40t 

216 

2  4 

NATIONAL  AVIATION  &  TECH. 

Technology 

73,3 

17 

5  00 

l,67t 

J  1  ,z 

U,J 

NATIONAL  GLOBAL  ALLOCATION 

Asset  allocation 

54.4 

-19 

5.75 

2.08t 

1 0.2 

1 , 1 

NATIONAL  INDUSTRIES 

AVG 

Growth 

33.7 

1  1 

No  load 

1.70 

32.0 

1 ,3 

14: 

NATIONAL  STOCK 

Grov^h/income 

208.6 

7 

5  75 

1.37t 

23.2 

1 .5 

9. 

NATIONAL  TOTAL  INCOME 

Balanced 

320.7 

44 

5.75 

1.40t 

23.4 

4,8 

NATIONAL  TOTAL  RETURN 

AVG 

Equity-income 

271.7 

16 

5.75 

1.38t 

ZV.iJ 

o.  1 

NATIONAL  WORLDWIDE  OPPORTUNITIES 

Internationol 

58,9 

10 

5.75 

1.75t 

24.5 

0.1 

NATIONWIDE 

AVG 

Growth/income 

678,2 

38 

7.50 

0.61 

30.2 

2.2 

4: 

NATIONWIDE  GROWTH 

Growth 

295  8 

35 

7.50 

0.68 

36. 1 

2.2 

10 

NEUBERGER/BERMAN  GENESIS 

Small  company 

42,8 

145 

No  load 

2.00 

41 .5 

0.1 

NEUBERGER/BERMAN  GUARDIAN 

AVG 

Growth/income 

683,0 

31 

No  load 

0.84 

34,3 

2,0 

2 

NEUBERGER/BERMAN  MANHATTAN 

Growth 

463.0 

26 

No  lood 

1.09 

30.9 

0.9 

15 

NEUBERGER/BERMAN  PARTNERS 

AVG 

Growth 

891.0 

23 

No  load 

0.88 

22.4 

1 .8 

22 

NEUBERGER/BERMAN  SELECTED  SECTORS 

AVG 

Growth 

421  3 

13 

No  load 

0.93 

24.7 

1 .7 

20. 

NEUWIRTH 

Small  company 

32  2 

41 

No  load 

1  87 

50  5 

0,2 

NEW  CENTURY  CAPITAL 

Growth 

39  2 

17 

No  load 

1.1 6t 

34,9 

0. 1 

12' 

NEW  ECONOMY 

AVG 

Growth 

1006.5 

26 

5  75 

0.92t 

29.2 

1 .2 

16 

NEW  ENGLAND  BALANCED 

Balanced 

67.5 

29 

6.50 

I.57t 

29.2 

3,0 

NEW  ENGLAND  GROWTH 

Growth 

996,8 

62 

6.50 

1.16t 

56.7 

0,7 

2 

NEW  ENGL/  ND  RETIREMENT  EQUITY 

Growth/income 

145,8 

5 

6,50 

1.28t 

27.1 

1 .9 

7 

NEW  PERSPECTIVE 

AVG 

Internationa! 

2457,8 

57 

5,75 

0.82t 

22  6 

2  1 

NEW  YORK  VENTURE 

#  « 

Growth 

459  0 

34 

4.75 

0.97t 

40  5 

1.7 

8 

NEWTON  GROWTH 

Growth 

37.6 

19 

No  load 

1.30 

25.8 

1.3 

20 

NICHOLAS 

Growth 

2103.1 

52 

No  load 

0.80 

42.0 

1.4 

7 

NICHOLAS  !l 

AVG 

Smoll  company 

557.4 

57 

No  toad 

0.70 

39.6 

1.0 

NICHOLAS  LIMITED  EDITION 

Small  company 

175.3 

147 

No  loadt 

0.96 

43.2 

0.7 

'Includes  redempfion  fee,  *Vncludes  deferred  sales  charge   tl2(b)-l  plan  in  effect  fNo) 

cutrenri/ accepting  new 

accounts  or  deposits,  §New  fund. 

ess  ttian  1  2  month 

'  total  return 

NA  =  Not  ovoiloble 

MN  =  Not  mec 

(s)  Formerly  Merrill  Lynch  Reti  emeni  Equity  Fund  B, 


0  R  C  D  O  A  B  P 


RESULTS 

TREND 

PORTFOLIO  DATA 

TCI  CDLIAKIC 



IN'l  TOTAL  RET.  (%) 

□  VA/  1  r\  VC  A  D 
bW  lU-IbAK 

TURNOVER 

%  CASH 

P/E 

LARGEST  HOLDING 

TOl  1  FPFF 

IN-STATE  \ 

5  YEARS 

10  YEARS 

ANALYSIS 

RATIO 

COMPANY                        %  ASSETS 

(800) 

12.4 

Low 

7 

19.3 

Walt  Disney 

4 

Average 

637-3863 

NJ 

 -\ 

609-282-2800  \ 

not  rated 

1  1  1  ^1 

45 

15.7 

Nestle 

2 

637-3863 

NJ 

609-282-2800 

not  rated 

10 

NA 

Texas  Utilities 

4 

oo/  -o  ooo 

NJ 

609-7(59-9800 

1  1  1  L.I 

1  1  1  BJ 

0 

US  Healthcare 

7 

oo  /  *ooo  J 

NJ 

AOO  989  9ftnn 

OU  7-Z  0  z-z  ouu 

9.0 

1  1  l.Ui 

Low 

5 

1 9  3 

IBM 

2 

Low 

O-Jf    >J  OiJ<J 

NJ 

Aog  989-9800 

7.7 

1  1  I  1  1 

Averoge 

1 6 

23.9 

Pennzoil 

6 

High 

637-3863 

NJ 

609-282-2800 

12.9 

20.7 

4 

NA 

Fuji  Fire  &  Marine  Insurance 

8 

High 

637-3^3 

NJ 

609-282-2800 

10.7 

1  1  1  1  1 

Av6rOQ6 

7 

1  o./ 

Home  Shopping  Network 

3 

Average 

oo/  -oooo 

NJ 

AOO  989  9flnO 

1.5 

6.5 

1  1  LiJ 

Av6rQQ6 

31 

14  4 

Instron 

6 

nign 

oo/  -oooo 

NJ 

ACsQ  989  9800 
0\JT-Z  OZ-Z  uUU 

1  1  1  1  1 

Vsry  low 

9 

1  o.o 

Bristol-Myers  Squibb 

7 

oo/  -oooo 

NJ 

AOQ  989  9800 
OU  T-Z  OZ-Z  0 

not  rated 

1  1  1  1  1 

High 

30 

NA 

Scudder  Development  Fund 

3 

423-4893 

WA 

206-285-8877 

20.4 

1 — 1 — 

Very  high 

5 

27.2 

US  Surgical 

3 

High 

882-0052 

MA 

617-348-2000 

7.9 

1  1  LLI 

High 

3 

1 9  7 

American  Express 

3 

Low 

MA 

Al  7  T>18  9000 

0  I  /-O'tO-Z'JW/ 

12.1 

2 

Merck 

3 

Average 

MA 

A 1  7  1^8  9000 

1  1  1  u 

Average 

ZU.  J 

Deere 

2 

MA 

z  1  7  QyiO  9000 
0  1  / -0*tO-ZtJU\/ 

16.4 

1 ! !  1 1 

Average 

1 1 ' 

19.2 

Philip  Morris 

4 

Average 

225-2606 

MA 

617-954-5000 

21.5 

Mill 

Average 

5 

34.0 

cue  International 

1 1 

Very  high 

225-2606 

MA 

617-954-5000 

11.7 

1   1  bil 

High 

1 3 

Astra 

2 

zzo-zouo 

MA 

AM  Q'\A  *;000 

19.3 

Average 

6 

7 

Tele-Communications 

8 

nign 

99  R  9  AHA 

MA 

Z  1  7  Qf^A  fOOO 

7.8 

1  1  1  Ul 

High 

10 

1  A  0 

Dayton-Hudson 

2 

Very  low 

99  j;  OAC\A 
zzo-zouo 

MA 

Al  7  0^j4  '^OOO 

17.1 

1  1  mm\ 

Average 

5 

34.7 

Tele-Communications 

8 

High 

225-2606 

MA 

617-954-5000 

not  rated 

1  1  1  1  1 
1  1  1  I  1 

Very  high 

4 

NA 

Philip  Morris 

1 

225-2606 

MA 

617-954-5000 

20.1 

Very  high 

29 

21  5 

Compression  Laboratories 

4 

Average 

xxi 0009 
000*0  ooz 

IL 

708  ^A9  0800 

not  rated 

(, 

20  6 

Waste  Management 

4 

253-04 1 2 

OH 

A 1  A.AA'X  SSSO 

not  rated 

1  1  1  1  1 

Average 

7 

1 7  2 

IBM 

3 

ZOO-U4  1  z 

OH 

A 1  4  ^A'^  "^SSO 
0  1  4-400-ooou 

not  rated 

— 1  1  1  1  1 — 

Average 

1 0 

20  7 

Sci-Med  Life  Systems 

4 

CA 

415-627-2400 

9.6 

14.1 

1  Mil 

12 

15.7 

Reebok  International 

6 

High 

NY 

212-551-1920 

13.0 

13.0 

veroge 

10 

16  3 

Multimedia 

2 

Very  low 

J  jO-OU  1  ** 

NJ 

90  1  019  91  00 
Z  V  1  -7  1  Z-Z  1 

14.0 

18.1 

1  1  1  1  1 

Very  low 

12 

19  8 

Gillette 

7 

090  AyOA 

ozo-**/  zo 

Rl 

vlOl  7'^1  8A00 
4v  1  -/  0  I  -OOUU 

19.1 

16.9 

1  1  1  1  1 

Average 

7 

25  9 

Sci-Med  Lite  Systems 

10 

nign 

228-9596 

NE 

800  AAO  8119 
OvU-OAZ-O  I  1  Z 

11.3 

13.0 

— TTTTn  

Average 

8 

22.4 

Corning 

3 

Very  low 

228-9596 

NE 

800-642-81 12 

1 1.8 

16.4 

Average 

15 

17.6 

in 

2 

Very  low 

553-3014 

NJ 

201-912-2100 

1 1,8 

16.4 

Low 

17 

1 6  7 

Sunbeam-Oster  Equities 

3 

Low 

C        OA!  ^ 
^OO-OU  1  4 

IN  J 

9r»i  019  91  nri 

ZU  1  -T  I  Z-Z  1  \J\J 

9.2 

[  1  1  I  1 

Averoge 

3 

21.1 

Philip  Morris 

2 

Low 

879-8037 

MA 

61  7-439.6960 

10.1 

11.8 

1  1  1  1  1 

12 

22  0 

UAL 

18 

Mink 

nign 

225-5291 

— rrm — 

High 

5 

17.8 

Philip  Morris 

1 

356-5535 

CT 

203-863-5600 

14.4 

10.5 

Average 

1 

21.6 

US  Surgical 

4 

Average 

CO 

303-220-8500 

11.1 

13.6 

High 

9 

1 8  3 

Mattel 

4 

Average 

OOO-OOOO 

TT 
^  1 

901  flAT  lAnn 

ZWO-OOO-OOUU 

12.1 

16.5 

1  1  1  1  1 

7 

V4  8 

Philip  Morris 

4 

Very  low 

00  0-00  03 

n 

90*5  BAT  '\Ann 
ZUO-OOO-OOUU 

11.3 

15.4 

1 1  1  1  1 

5 

1 7  9 

Philip  Morris 

8 

ooo-oooo 

n 

V-  1 

901  8AT  "^AOn 

zu  0-0  00-0  ouu 

2.5 

6.7 

— Mill  

Average 

4 

19.6 

Coherent 

3 

Very  high 

356-5535 

CT 

203-863-5600 

15.8 

17.5 

II 

Very  low 

3 

20.3 

Philip  Morris 

6 

Average 

848-0920 

OH 

614-249-7855 

12.6 

17.7 

Very  low 

12 

20  5 

Grand  Metropolitan 

8 

Average 

0 -4Q  nQ9n 

o**o-y  Tzu 

OH 

0  1  *i-z**y-/  000 

1  1  1  1  [ 

Average 

1 1 

1 7  1 

Venture  Stores 

3 

fl77  07nn 
0/  /  -y  /  uu 

KJY 

919  A7A  ftflf^n 
Z  1  Z-4/  O-OOUU 

14.5 

16.9 

VlllA 

Average 

2 

17  3 

FNMA 

4 

nign 

fl77  07nn 
0/  / -7/ 

MY 

9 1 9  y<7A-Pflnn 

Z  I  Z-4/  O-OoUU 

13.0 

17.8 

Average 

4 

19.8 

FNMA 

2 

High 

877-9700 

NY 

212-476-8800 

11.4 

15.6 

Mill 

High 

3 

19.1 

Loews 

3 

Low 

877-9700 

NY 

212-476.8800 

12.3 

12.0 

rrm 
1  1  1  1  1 

Average 

3 

17  1 

FNMA 

3 

Average 

Q77  o7r\r\ 
0/ /-y/uu 

NY 

z  1  z-4/o-ooUy 

12.0 

13.4 

Average 

2 

22  2 

FHLMC 

5 

Mink 

nign 

09c  on 1 1 

ZZO-OU  1  1 

MV 
IN  I 

Z  1  Z-OU4-4Uy'J 

not  rated 

High 

4 

NA 

AIM  Weingorten  Fund 

7 

MA 

0U'J-Z44-/  IJOO 

13.2 

— Mill — 

Low 

1 1 

16.7 

FNMA 

7 

Average 

421-0180 

CA 

213.486-9200 

7.2 

12.8 

MiM 

Average 

1 

14.6 

Martin  Marietta 

2 

Average 

343-7104 

MA 

617-267-6600 

19.3 

21.8 

rrm 

Very  high 

2 

23.1 

Philip  Morris 

8 

nign 

040-/  I  U4 

/V\A 

X 1  7  9X7  xxnn 

0  1  /-zo/ -OOvU 

8.0 

13.9 

M.'i  1  1 

Low 

0 

1 5.9 

Salomon  Brothers  Fund 

2 

Mink 

nign 

O  i-i  71  Ay( 
040-/  1  y4 

MA 

Al  7  9A7  AAf^ri 
0  1  /-ZO/-OOUIJ 

13.6 

17.1 

1  .[III 

Very  low 

14 

20  3 

Philip  Morris 

4 

Low 

4Z  1  -U  [  OvJ 

*>  1  Q     QX  OOAA 
Z  1  0-400-y£(JU 

17.0 

19.4 

— 1  1  "1  r  1 — 

ICi.Jr    1-    1;  1 

Average 

2 

1 7.9 

FNMA 

4 

Average 

279-0279 

NM 

505-983-4335 

9.2 

13.0 

Average 

6 

17.8 

FHLMC 

4 

Average 

242-7229 

Wl 

414-347-1 141 

14  5 

1  O.  i 

rffn 

Very  low 

10 

18.4 

Philip  Morris 

4 

Low 

Wl 

414-272-6133 

14.3 

Very  low 

1 1 

17.7 

Vivra 

3 

Average 

Wl 

4U-272-6133 

Low 

1 1 

18.8 

Standard  Commercial 

3 

Wl 

414-272-6133 

See  pages 

8445  for 

an  explanation  of  BW  Rating,  Trend  and  other  terms 

DATA:  MORNINGSTAR  INC 

L  FUND  SCOREBOARD 
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MUTUAL  F-UOJ-i 


RATING 

iFCTivP 

WOJC^  1 1  V  c 

CITE 

CURRENT  RESULTS 

ASSETS 

*o  CHG. 

SALES 

EXPENSE 

1 99 1 

S  MIL. 

1990-91 

CHARGE  (%) 

RATIO  |%| 

TOTAL  RET.  |%1 

YIELD 

OB.: 

NICHOLAS-APPLEGATE  GROWTH  EQUITY  A 

Maximum  growth 

62.9 

-48 

5.25 

1  80T 

55.4 

0.0 

/ 

NOMURA  PACIFIC  BASIN 

International 

51.7 

6 

No  load 

1.48 

1  1 .7 

3.5 

■J 

NORTHEAST  INVESTORS  GROWTH  X 

AVG 

Growth 

40.8 

50 

No  load 

1.60 

37.0 

2.9 

io:j 

OLYMPIC  EQUITY-INCOME 

Equity-income 

78.1 

52 

No  load 

1.00 

34  6 

3  0 

OLYMPUS  STOCK  (I) 

«   «  « 

Growth 

37.2 

90 

4.75 

2.1 1 

43.6 

0.7 

6 

OPPENHEIMER 

Growth 

230.2 

29 

5.75 

1.07t 

29.0 

3.2 

161 

OPPENHEIMER  ASSET  ALLOCATION  A 

Asset  allocation 

277.2 

234 

5.75 

1.28T 

14.7 

3.8 

OPPENHEIMER  DISCOVERY 

#   #  # 

Small  company 

166  7 

208 

5.75 

1.42T 

72.3 

0.0 

OPPENHEIMER  EQUITY-INCOME 

AVG 

Equity -income 

1587.9 

25 

5.75 

0.79t 

17.3 

5.1 

OPPENHEIMER  GLOBAL 

AVG 

International 

1 170.6 

45 

5.75 

1.77t 

27.4 

0.3 

OPPENHEIMER  GLOBAL  BIO-TECH 

Health  core 

201.6 

765 

5.75t 

1 .50t 

121.1 

0.0 

OPPENHEIMER  GLOBAL  ENVIRONMENT  A 

Specialty 

58.5 

10 

5.75 

1.62T 

3.4 

0.2 

OPPENHEIMER  GLOBAL  GROWTH  &  INCOME 

International 

31.5 

147 

5.75 

2.25t 

15.0 

2.7 

OPPENHEIMER  GOLD  &  SPECIAL  MINERALS 

Precious  metals 

135.8 

-13 

5.75 

1.43t 

0.3 

1.9 

OPPENHEIMER  SPECIAL 

AVG 

Growth 

665.7 

37 

5.75 

0.94t 

44.0 

1.4 

5' 

OPPENHEIMER  TARGET 

Maximum  growth 

369.4 

601 

5.75 

1  44t 

41.3 

0.7 

OPPENHEIMER  TIME 

AVG 

Growth 

403.1 

39 

5.75 

0.96t 

39.2 

1.2 

8 

OPPENHEIMER  TOTAL  RETURN 

AVG 

Growth/income 

555.4 

40 

5.75 

0.97T 

36.3 

2.9 

1 

OPPENHEIMER  VALUE  STOCK 

AVG 

Growth/income 

49.3 

23 

5.75 

1.27T 

25.2 

2.4 

8 

OVERLAND  EXPRESS  ASSET  ALLOCATION 

Asset  allocation 

38.7 

35 

4.50 

1.53t 

20.7 

4.8 

PACIFIC  HORIZON  AGGRESSIVE  GROWTH 

#  « 

Maximum  growth 

150.0 

83 

4.50 

1.55t 

70.8 

0.0 

PACIFICA  BALANCED 

Balanced 

55.8 

53 

4.50 

0.96t 

18.5 

4.1 

PACIFICA  GROWTH 

Growth 

78.0 

127 

4.50 

0.96T 

20.8 

2.0 

23 

PAINEWEBBER  ASSET  ALLOCATION  B  & 

AVG 

Asset  ollocotion 

364.4 

-10 

5.00" 

2.03t 

18.6 

3.2 

PAINEWEBBER  ATLAS  GLOBAL  A 

♦  ♦ 

International 

203.4 

-1 

4.50 

1.58t 

9.4 

1.4 

PAINEWEBBER  BLUE  CHIP  GROWTH  B  (u) 

AVG 

Growth 

1 14.8 

26 

5.00** 

2.46t 

32.7 

0.0 

131 

PAINEWEBBER  DIVIDEND  GROWTH  A 

Growth/income 

302.3 

436 

4.50 

1.42t 

35.4 

1.2 

V 

PAINEWEBBER  EUROPE  GROWTH  A  (v)  A 

International 

128.9 

-15 

4.50 

1.78t 

-0.1 

3.0 

PAINEWEBBER  GLOBAL  GROVt/TH  &  INC.  A  (w) 

International 

82  3 

-13 

4.50 

1  95t 

10.5 

4.7 

PAINEWEBBER  GLOBAL  ENERGY  B  [k] 

Natural  resources 

516 

-9 

5  00" 

2.50r 

9.3 

11 

PAINEWEBBER  GROWTH  A 

Growth 

108.5 

52 

4.50 

1.56t 

47.8 

0.0 

4i 

PAINEWEBBER  REGIONAL  FINANCIAL  GRTH.  A  (/) 

AVG 

Financial 

45.3 

18 

i.50 

1.36t 

65.5 

1.7 

PARKSTONE  EQUITY 

Growth/income 

360.5 

35 

4.50 

1.10 

27.8 

2.3 

71 

PARKSTONE  HIGH-INCOME  EQUITY 

Equity-income 

217.0 

1 1 1 

4.50 

1.13 

25.0 

4.1 

PARKSTONE  SMALL  CAPITALIZATION  VALUE 

Small  company 

158.4 

81 

4.50 

1.15 

43.9 

0.3 

3 1 .8 

53 

3.50 

1 .77 

52.5 

3.9 

3, 

PASADENA  GROWTH 

Growth 

323.5 

301 

5.50 

2.20 

67.8 

0.0 

PASADENA  NIFTY  FIFTY 

Growth 

64.1 

12072 

5.50 

065 

67.5 

0  6 

PAX  WORLD  i 

#   ♦  # 

Balanced 

270.5 

126 

No  load 

1.30r 

20.7 

4.8 

PENN  SQUARE  MUTUAL 

AVG 

Growth/income 

228  2 

20 

4.75 

C.93T 

28.5 

3.2 

6: 

PENNSYLVANIA  MUTUAL  X 

AVG 

789  1 

44 

1 .00* 

0.94 

31.8 

1.6 

PEOPLES  INDEX 

Growth/income 

76  6 

102 

1.00* 

0.00 

29.9 

2.6 

5 

PERMANENT  PORTFOLIO 

AVG 

Balanced 

71.9 

-1 1 

No  load 

1.16t 

8.1 

6  0 

PHILADELPHIA 

Growth/income 

84.4 

-5 

No  load 

1.58t 

5.7 

1 .6 

11. 

PHOENIX  BALANCED 

Balanced 

1 108.0 

1  17 

4.75 

0.98t 

25.9 

3.5 

PHOFNIX  CAPITAL  APPDFriATlOhl 

G  rowth 

1 47  8 

710 

4.75 

1 .36t 

47.9 

1.2 

4. 

PHOENIX  GROWTH 

Growth 

1451.8 

95 

4.75 

1.15t 

28.0 

1.9 

17. 

PHOENIX  STOCK 

♦ 

Maximum  growth 

130.0 

18 

4.75 

l,20t 

29.6 

1.5 

PHOENIX  TOTAL  RETURN 

Growth/income 

35.2 

18 

4.75 

1.54t 

28.6 

2.2 

61 

PILGRIM  MAGNACAP 

Growth 

205.8 

4 

4.75 

1.50t 

25.3 

2.0 

20 

PINE  "STREET 

AVG 

Growth/ income 

48.8 

7 

1 .23 

23.7 

2.6 

9' 

PIONEER 

Growth/income 

1615.0 

16 

5.75 

0.78t 

22.8 

2.7 

9 

PIONEER  II  X 

Growth/income 

4176.0 

1 1 

5.75 

0.85T 

25.8 

2.6 

8 

PIONEER  THREE 

Small  company 

727.0 

25 

5.75 

0.74t 

36.5 

2.2 

PIPER  JAFFRAY  EMERGING  GROWTH 

- 

Small  company 

75  9 

223 

4.00 

1.30t 

65.4 

0.1 

Pipcp   lACFPAY  VAI  IIF 

Growth 

137  0 

1 5 1 

4  00 

1  32t 

47.9 

1.0 

PNC  CAPITAL  APPRECIATION 

Growth 

54.0 

41 

4.50 

0.85r 

26.0 

2.0 

2a 

PORTICO  EQUiri  INDEX 

Growth/income 

54.6 

38 

No  load 

0.50 

30.0 

2.5 

5 

PORTICO  INCOME  &  GROWTH 

Equity-income 

101.6 

42 

No  load 

0.75 

21.2 

2.6 

PORTICO  SPECIAL  GROWTH 

Growth 

128.5 

177 

No  lood 

0.75 

58  0 

0.7 

2 

"Includes  redemption  fee-  "'ncludes  deferred  soles  charge.  1 1  2(b}-l  plan  in  effect.  fNot  currently  occepting  f\ew  occounfs  or  deposits.  §New  fund,  less  than  1 2  months'  total  return.  NA  =  Not  available.  MN  =  Not  mec 
(t)  For.Tierty  Associated  Plonners  Stock  Fund,  (u)  Formerly  PoineWebber  Master  Grov/th  Fund,  {v}  Formerly  PoineWebber  Clossic  Europe  Grovblh  Fund,  (w)  Formerty  PaineWebber  Classic  World  Fund,  (x)  FormeHy  Paine 
Master  Energy-Utility  Fund,  (y)  Formerly  PoineWebber  Classic  Regional  Finl.  Fund 
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MUTUAL  FUND  SCOREBC 


MN'l  TOTAL  RET  (%) 
5  YEARS       10  YEARS 


TREND 

BW  10-YEAR 
ANALYSIS 


PORTFOLIO  DATA 


RISK 


TURNOVER 


,  CASH 


P/E 
RATIO 


LARGEST  HOLDING 


COMPANY 


TOLL  FREE 
1800) 


19.6 


16.1 


High                0           27.8            Medco  Containment  Services  5 
Average             8             NA            Ito-Yokado                           3  High 
Low                3           23.2            Merck                                  8  Averoge 
Low              19           16.7           PPG  Industries  5 
Very  high  21  25.2  Pfizer  3  Average 


225-1852 
833-0018 
225-6704 
346-7301 
950-2748 


NY  212-208-9366 

MA  617-523-3588 

CA  213-623-7833 

CA  213-553-6740 


9.9 


9.5 


16.6 
17.4 


High 
Average 

High 
Averoge 

Low 


7 
3 
13 
13 
0 


18,3 
20.0 
29.6 
17.3 
NA 


Xerox 

Manor  Care 
RJR  Nabisco 
Commonwealth  Edison 
Bombardier 


Average 

Average 
Very  low 
Average 


525-7048 
525-7048 
525-7048 
525-7048 
525-7048 


CO  303-671-3200 
CO  303-671-3200 
CO  303-671-3200 
CO  303-671-3200 
CO  303-671-3200 


not  rated 
not  rated 
13.0 

12.8  13.1 


Very  low 
High 

Average 
High 
Low 


22 
1 

0 
12 
1 


NA 
27.0 

NA 
27.4 
21.4 


Synergen 

Waste  Management 

Astra 

Horsham 

Home  Depot 


Very  high 
Average 


525-7048 
525-7048 
525-7048 
525-7048 
525-7048 


CO  303-671-3200 

CO  303-671-3200 

CO  303-671-3200 

CO  303-671-3200 

CO  303-671-3200 


16.6 
18.0 
15.5 


Average            5           19.9  PepsiCo                             2             High             525-7048  CO  303-671-3200 

High             10          24.8  RJR  Nabisco                       3             Low             525-7048  CO  303-671-3200 

High               4          20.9  Texas  Utilities                      2             Low             525-7048  CO  303-671-3200 

High               8           18.9  Minnesota  Mining  &  Mfg       4             low              525-7048  CO  303-671-3200 

Average  1  19.0           IBM  1  552-9612  AR  501-377-2569 


High 
Low 
Low 
High 
Average 


26.6 
17.8 
17.8 
19.9 
NA 


Amgen 

Royal  Dutch  Petroleum 
Royal  Dutch  Petroleum 
Motorola 
FNMA 


High 


Very  low 
Average 


332-3863 
662-8417 
662-8417 
647-1568 
647-1568 


NY  212-309-8400 

NY  212-309-8400 

NJ  201-902-7341 

NJ  201-902-7341 


Low 
Average 
'.veroge 
Average 
Average 


6 
2 
6 

13 
10 


22.6 
21.3 
NA 
NA 
14.8 


Philip  Morris 
Philip  Morris 
AGA  Aktiebolag 
V/aste  Management 
Repsol 


Average 
Low 


647-1568 
647-1568 
647-1568 
647-1568 
647-1568 


NJ  201-902-7341 
NJ  201-902-7341 
NJ  201-902-7341 
NJ  201-902-7341 
NJ  201-902-7341 


Low  1  27.9  FNMA  5 

Low  2  14.7  FNMA  3 

High  18  20.2  Bristol-Myers  Squibb  4 

High  6  17.9  Philip  Morris  4 

High  4  29.9  System  Software  Associates  5 


Average 
Average 


647-1568 
647-1568 
451-8377 
451-8377 
451-8377 


NJ  201-902-7341 

NJ  201-902-7341 

OH  614-899-4668 

OH  614-899-4668 

OH  614-899-4668 


15.2 
15.2 


I  I  ■  I 

rmii 


Low 
Low 
Low 
Low 
Average 


3 
2 
6 
12 
9 


19.4 
24.1 
22.0 
14.6 
20.6 


Ask  Computer  Systems 

Coca-Cola 

Philip  Morris 

Hechinger 

Gloxo  Holdings 


High 
High 

Very  low 
Low 


999-3505 
882-2855 
882-2855 
767-1729 
523-8440 


CA  415-362-3505 
CA  818-351- 
CA  818-351- 
NH  603-431- 
PA  800-222-7506 


4276 
4276 
8022 


16.7 


10.0 
18.7 


E 


Low  1 4  1 8,5  Farmer  Brothers  1 

Low  4  19,5  Exxon  3 

Low  8  19,8  V^'orld  Money  Securities  1 

Average  32  17,7  Capital  Cities/ABC  6 

Very  high  13  18.8  General  Electric  3 


Low 

Very  low 
Averoge 
Very  low 


221-4268 
645-6561 
531-5142 
749-9933 
243-4361 


NY  212-355-731  1 

NY  718-895-1206 

TX  512-453-7558 

FL  407-395-2155 

CT  203-253-1000 


1            Very  high 

14 

20.3 

BankAmerico 

3 

243-4361 

CT 

203-253-1000 

i            Very  high 

17 

17.3 

AT&T 

3 

Low 

243-4361 

CT 

203-253-1000 

1            Very  high 

9 

19.2 

Telefonos  de  Mexico 

4 

Average 

243-4361 

CT 

203-253-1000 

1            Very  high 

12 

19.3 

Telefonos  de  Mexico 

3 

Very  low 

243-4361 

CT 

203-253-1000 

J  High 

0 

17.8 

Merck 

6 

Average 

331-1080 

CA 

213-551-0833 

20.7 
17.9 


15.5 


13.9 
12.7 
14.4 


Average  -1  20.4  GTE  7             Low  225-8011  NY  212-504-4000 

Very  low  2  17.9  Mobil  2  Average  225-6292  MA  617-742-7825 

Average  6  17.9  Air  Products  &  Chemicals  2  Average  225-6292  MA  617-742-7825 

Very  low  2  18.9  Family  Dollar  Stores  2  Average  225-6292  MA  617-742-7825 

Low  4  NA  Minntech  3  333-6000  MN  612-342-6376 


Low 
Very  high 
Very  low 

Low 
Average 


2 
3 
0 
12 
12 


21.9 
20.0 
19.0 
18.0 
24.0 


Philip  Morris 
CPC  International 
IBM 

H&R  Block 

Surgical  Core  Affiliates 


333 
441 

228- 
228 
228 


6000 
7762 
1024 
1024 
1024 


M.N  612-342-6376 
DE  302-791-1 1  1  1 
Wl  414-287-3808 
V^l  414-287-3808 
Wl  414-287-3808 


See  pages  84-85  for  en  explanation  of  BW  Rating,  Trend  and  other  terms 
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RATING 

CITE 

EEC  C 

CURRENT  RESULTS 

ASSETS 

%  CHG 

SALES 

EXPENSE 

1991 

~RAt^"^ 

S  MIL 

199a91 

CHARGE  (%) 

RATIO  (%) 

TOTAL  RET.  (%) 

YIELD 

OB. 

#  « 

Grov/th 

215  7 

52 

No  lOcc 

216 

J ./ 

z2 

T.  ROWE  PRICE  EQUITY-INCOME 

AVG 

Equitynncome 

1335.4 

55 

No  lood 

1 .04 

25  3 

4  1 

T.  ROWE  PRICE  EUROPEAN  STOCK 

lnt6rnaHonal 

104.0 

5 

No  lood 

0.87 

7  3 

A  R 
\J-0 

T.  ROWE  PRICE  GROWTH  STOCK 

♦ 

Grov^th 

1846.0 

32 

No  load 

0.76 

33  8 

1  3 

13' 

T.  ROWE  PRICE  GROWTH  &  INCOME 

AVG 

Gro  v/tfi  /income 

655.5 

38 

No  lood 

0.97 

31.5 

4.0 

3 

T   Rn\A/F  PRirp  IKITPRN ATtnNAi  DI^COVFDY 
la  R  \^  TV  c  mivc  1  PI  1  cn  1^     1  1  ^/ 1  "I  M  L      1 J        T  c  n  i 

IntfirnoHonol 

1 66  8 

22 

No  lood 

1 1  7 

1  0 

T.  ROWE  PRICE  INTERNATIONAL  STOCK 

Internotionol 

1476.3 

43 

No  lood 

1.09 

15.9 

T.  ROWE  PRICE  NEW  AMERICA  GROWTH 

AVG 

Growth 

231.7 

142 

No  lood 

1.25 

62.0 

0  0 

1 

T.  ROWE  PRICE  NEW  ASIA 

International 

102.9 

NM 

No  load 

1.75 

1 9  3 

1  7 

T.  ROWE  PRICE  NEW  ERA 

AVG 

Natural  resources 

756.8 

7 

No  lood 

0.87 

14.7 

2.7 

la  KVa/WC  rKH.C  Ml  C »»  rlwKiiWnij 

Small  conipany 

1 470  4 

72 

No  lood 

A  on 

52  2 

0  3 

T.  ROWE  PRICE  SCIENCE  &  TECHNOLOGY  A 

Technology 

166.0 

170 

No  load 

1.25 

60.2 

O.C 

T.  ROWE  PRICE  SMALL-CAP  VALUE 

Small  company 

53.2 

101 

No  load 

1.25 

34.2 

]  1 

T.  ROWE  PRICE  SPECTRUM  GROWTH 

Growth 

148.7 

320 

No  load 

0.00 

29.9 

1 .9 

16i 

PRIMARY  TREND 

AVG 

Growth/income 

35.8 

14 

No  load 

1 .20 

19.5 

3.6 

10 

rKirnC^aMr 

Growth 

AAA  Ci 
400.U 

P40  lOOO 

n  70 
u./  z 

33. 1 

0.9 

1  J. 

PRINCOR  CAPITAL  ACCUMULATION 

♦ 

Growth 

166.5 

39 

5.00 

0.99t 

37.2 

2.3 

9' 

PRINCOR  GROWTH 

AVG 

Growth 

51.1 

58 

5.00 

1.13t 

56.6 

1 .4 

2. 

PROVIDENTMUTUAL  GROWTH 

Growth 

160.5 

39 

6.00 

1.79t 

50.1 

0.0 

3' 

PROVIDENTMUTUAL  INVESTMENT 

♦  # 

Growth 

182.7 

3 

6.00 

1.45t 

15.7 

1.1 

241 

PPf^VinPKITMlITII Al  TOTAI  PFTIIPKJ 

Bolonced 

72  5 

23 

6  00 

1  .JO  1 

1  8.3 

3.8 

PRUDENTIAL  EQUITY  B  'z] 

AVG 

Growth 

905-2 

57 

5.00" 

1 .89t 

23.5 

1 .3 

21: 

PRUDENTIAL  EQUITY-INCOME  B  (oa) 

Equitynncome 

160-9 

27 

5.00** 

2.23t 

25.6 

2.3 

PRUDENTIAL  FLEXIFUND  CONSERV.  MGD.  B  (bb) 

Asset  allocation 

184-9 

28 

5.00** 

2.14t 

21.4 

3.2 

PRUDENTIAL  FLEXIFUND  STRATEGY  B  |ccj 

Asset  allocation 

268-8 

55 

5.00** 

2.1  IT 

25.5 

2.8 

KKUUCNIIAL  uLvJdAL  D  (00) 

^    #  # 

Intern  otionol 

J 

c  AH"* 

J.UU 

z.oUj 

1 2.3 

0.0 

PRUDENTIAL  GROV/TH  B  fee; 

Growrii 

280.0 

8 

5.00** 

2.16t 

23.8 

1 .0 

21 

PRUDENTIAL  GROWTH  OPPORTUNITY  B  (ff) 

Small  compony 

143.5 

63 

5.00** 

2.39T 

38.7 

0.0 

PRUDENTIAL  MULTI-SECTOR  B  (gg) 

Growth 

11 8.0 

44 

5.00** 

2.15T 

26.7 

1 .6 

191 

PRUDENTIAL  TOTAL  RETURN  B  (hh) 

AVG 

47.2 

-12 

5.00** 

2.90t 

10.3 

0  5 

DDIinCKJTIAI    IITIIITV  R 
rKUUCniltAL  UilLII  1  Q 

AVG 

^  C  -  V 

■  9  r 

2  y 

PUTNAM  ENERGY-RESOURCES 

AVG 

Na^urol  resou''ces 

I  1  0.9 

-6 

5.75 

1 ,53T 

7-2 

2  6 

k 

PUTNAM  FUND  FOR  GROWTH  &  INCOME  X 

AVG 

Growth/income 

2799.8 

32 

5.75 

0.95t 

19-2 

4.7 

1 1 

PUTNAM  GLOBAL  GROWTH 

I  ntern  otionol 

660.4 

18 

5.75 

1.47t 

1 8.0 

1 .5 

PUTNAM  HEALTH  SCIENCES 

«    #  « 

Health  core 

9C6  4 

141 

5.75 

1  18T 

49. 1 

0.8 

rUINAm  InirUKmAIlla^pi  b^lEN^Cd 

Technology 

101.1 

1  o 
1  o 

1  tr* 
1 .  Jt^T 

34.8 

0  1 

PUTNAM  INVESTORS 

Growth 

756.5 

18 

5.75 

0.89T 

28.6 

1 .6 

17 

PUTNAM  OPTION  INCOME  II 

Option 

698.5 

-5 

5.75 

1.09t 

24.1 

1 .6 

PUTNAM  OTC  EMERGING  GROWTH 

Smoll  company 

274.1 

49 

5.75 

1.48t 

40.8 

0.0 

PUTNAM  STRATEGIC  INCOME  [u] 

Equity-income 

42  1 .2 

-26 

5.75 

1 .09T 

24  6 

4.3 

Utilities 

TOO  O 

ZOO/ 

O./D 

A  0  1  + 

1 4.4 

6.0 

PUTNAM  VISTA 

AVG 

Growth 

314.2 

32 

5.75 

0.99t 

37.2 

2.5 

91 

PUTNAM  VOYAGER 

Maximum  growth 

1320.0 

76 

5.75 

i.iot 

50.3 

0.3 

QUEST  FOR  VALUE 

♦ 

Growth 

11 1.9 

102 

5.50 

1.83t 

32.8 

0.7 

13< 

QUEST  FOR  VALUE  GLOBAL  EQUITY 

1  nfernationol 

1 40.7 

1 43 

5  50 

1 ,94T 

1 5.8 

0.1 

DE  A       DALIAU  DAlAlkJ^eri 

KcA-OKArlAfn  bALANLCD 

AVG 

Bolonced 

30.3 

-16 

4.75 

2.08T 

14.7 

5.0 

REICH  &  TANG  EQUITY 

AVG 

Growth 

83.2 

-14 

No  iood 

1.12t 

23.1 

2.3 

21 

RETIREMENT  PLANNING  EQUITY 

AVG 

Growth 

43.1 

78 

5.00** 

2.60t 

40.9 

0.8 

8i 

REYNOLDS  BLUE  CHIP  GROWTH 

Growth 

34.5 

152 

No  load 

1.70 

35.9 

0.6 

1 1 

RIGH^IME 

«  # 

Growth/income 

173.9 

25 

No  lOod 

2.55t 

30.1 

0.4 

5' 

RIvyrli'Mr  dLUe  CHIr 

Grov/th/income 

200.6 

44 

4  75 

2.30t 

23  1 

1  1 

0 

RIGHTIME  CRCWTH 

Growth 

42.8 

8 

4.75 

1.92T 

26.0 

1 .0 

19' 

ROBERTSON  STEPHENS  EMERGING  GROWTH 

Small  compony 

141.5 

518 

No  lood 

1.53t 

58.5 

0.0 

RODNEY  SOUARE  GROWTH 

Growth 

56.6 

39 

5.75 

1.50t 

41.5 

0.5 

7 

RODNlY  SQ'-^^.  RE  INTERNATIONAL  EQUITY 

InternoHonal 

41.3 

-25 

5.75 

1.75t 

1 1.9 

0.4 

BOYCf  EOUlTV.fMrOMF 
Kw  1  vc  Ew w  1 1  -1  wmc 

Equity-income 

4  1  1 

1 1 1 

No  lood 

0.96 

30  3 

4.4 

ROYCE  VALUE 

AVG 

Small  compony 

167.5 

13 

4,50** 

1.89T 

30.7 

1.0 

RUSHMORE  NOVA 

Maximum  growth 

51.7 

26 

No  lood 

1.13 

15.7 

4.5 

RUSHMORE  OTC  INDEX  PLUS 

•  » 

Small  company 

63.9 

800 

No  iood 

0  91 

50.5 

0.0 

S/irECO  EQUITY 

AVG 

Growth/income 

75.8 

36 

No  load 

098 

27  9 

1.6 

6' 

"Includes  redemption  (ee.  ■"includes  deferreo  soles  charge  T '  2(b)- 1  plan  in  effect,  JNor  currently  accepting  new  occounts  or  deposits.  §Nevi/  fond,  less  then  1 2  months'  totol  return  NA  =  Not  cvoiio&le.  MN  *  Not  msG 
[z)  Forrrserfy  Prjdenticl-Boche  Equity  Fund  Class  B.  (oo)  Formerly  Prudentiot-Soche  Equity-irvcome  Fund  B.  (bb)  Formerly  Pru-Boche  RexiFund  Conserv.  Mgd  B.  (cc)  Formerly  Pnj-Boche  FiexiFund  Strategy  B.  (dd)  Formeriy  Ph 
Boche  Globol  Fond  Qoss  B.  (ee)  Formerly  Prwdentiol-Boche  Reseorch  Fond  Clcss  B.  (ff)  Formerfy  Pro^che  Growth  Opportunity  B.  (gg)  Formerly  PrudenSai-Boche  Multi-Sector  Gloss  B.  |hh]  formerly  Pro-Bcche  OpHon  0 
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MUTUAL  FUND  SCC?E3C:i| 


Nl  TOTAL  RET  1%) 

BW  10-YEAR 

TURNOVER 

%  CASH 

P/E 

LARGEST  HOLDING 

TOLL  FREE 

IN-STATE\~ 

5  YEARS 

10  YEARS 

ANALYSIS 

RATIO 

COMPANY                          %  ASSETS 

(800) 

13,3 

■■■■ 

Average 

23 

1  8.2 

Entergy 

3 

Very  low 

OOO-JOOU 

FAU 

119 

1  1 

1 9. 1 

IBM 

3 

638-5660 

MD 

301-547-2308 

not  rated 

1  1  1  1  1 

Averoge 

7 

NA 

EuroDisney 

2 

638-5660 

MD 

301-547-2308 

12.1 

14.1 

LJLU 

3 

2 1 .7 

FHLMC 

4 

Average 

638-5660 

MD 

301-547-2308 

10  8 

1  1  1 

Ave°rl  e 

9 

1 8.3 

Philip  Morris 

4 

Average 

638-5660 

MD 

301-547-2308 

1  1  1  LJ 

Average 

6 

NA 

Kumogai-Gumi 

2 

0  Jo-oooU 

MD 

Or\l  <>ITOOAQ 

10.7 

17.5 

'    —    '  ' 

Averoge 

g 

NA 

Telefonos  de  Mexico 

3 

Average 

638-5660 

MD 

301-547-2308 

16.1 

1    1  M 

A  veroge 

10 

24.4 

Medco  Containment  Services  4 

High 

638-5660 

MD 

301-547-2308 

not  rated 

1    1    1    1  1 

Very  low 

7 

NA 

New  World  Development 

2 

638-5660 

MD 

301-547-2308 

11.1 

12.4 

1    1    ■  1 

Very  low 

9 

21 .6 

Wal-Mart  Stores 

7 

Average 

638-5660 

MD 

301-547-2308 

12.9 

1  1.7 

LJ  1  ^ 

Low 

7 

24.6 

Medco  Containment  Services 

4 

High 

o  Jo-oooU 

MD 

1  1  1  ■ 

High 

6 

26.6 

Adobe  Systems 

7 

638-5660 

MD 

301-547-2308 

1  1  1  U 

14 

16.0 

Seattle  Film  Works 

3 

638-5660 

MD 

301-547-2308 

not  rated 

1  1  1  1  1 

Average 

0 

20.4 

T.  Rowe  Price  New  Horizons  22 

638-5660 

MD 

301-547-2308 

9.4 

1  1  1 

Averoge 

1 1 

18.1 

Eastmon  Kodak 

6 

Low 

443-6544 

Wl 

414-271-7870 

12.0 

1  1  1  ^ 

Very  low 

1 5 

21.1 

Intel 

4 

High 

662-7447 

PA 

O  1  C  JiA.O  1  nArt 

11.2 

16  3 

4 

18.9 

Merck 

4 

Average 

451-5447 

lA 

515-247-6833 

15.9 

15.3 

Very  low 

5 

22.3 

United  Healthcare 

7 

High 

451-5447 

lA 

515-247-6833 

10.8 

16,3 

g 

25.8 

Philip  Morris 

3 

High 

441-9490 

DE 

302-456-1010 

7.6 

13.4 

LM4J 

Lo3 

14 

17.7 

First  Financial  Management 

5 

High 

441-9490 

DE 

302-456-1010 

7.6 

13.2 

1  1 

Average 

1 

1 7,9 

Monsanto 

3 

Low 

441-9490 

DE 

002-456-1010 

12.6 

1 

1  1  1  u 

Average 

7 

17.5 

Kmart 

3 

Average 

225-1852 

Average 

6 

16  0 

General  Public  Utilities 

4 

225  1 852 

1  1  1  u 

High 

1 

19.6 

Seagram 

2 

225-1852 

1  1  1  w 

High 

0 

18.9 

Seagrom 

2 

225-1852 

4.4 

[■II 

1  — 1 — 1 

Low 

7 

1 9.6 

Resorts  World 

2 

High 

225-1  852 

9.8 

1  WJJ 

Average 

10 

20.3 

Imcera  Group 

3 

Averoge 

225-1852 

10.5 

11.6 

Mill 

A'^erage 

1  1 

22.0 

Learonol 

5 

High 

225-1852 

not  rated 

1  II  II 

Very  high 

7 

19.7 

V/oste  Management 

5 

225-1852 

9.1 

1  MUJ 

15 

1 8,2 

Seagram 

4 

Low 

2251 852 

11.4 

Average 

6 

1 4.9 

General  Public  Utilities 

5 

Low 

225-1  852 

12.4 

5.9 

1  1  ■  1 

2 

17.6 

4 

Average 

225-1581 

MA 

617-292-1000 

12.7 

16.3 

Average 

17 

16.2 

ITT 

4 

225-1581 

MA 

617-292-1000 

9  3 

17.5 

1  ■  1  1 

Ave  rage 

8 

19.5 

Pfizer 

2 

Average 

225-1581 

MA 

6 17-292- 1000 

23.2 

13 

25.6 

Bristol-Myers  Sguibb 

6 

Average 

225-1581 

MA 

61  7-292-1000 

15.7 

High 

9 

25. 1 

Intel 

4 

Very  high 

225-1581 

MA 

6 1  7-292-1 000 

13.4 

15.3 

UiWaiW 

Average 

5 

19.3 

Philip  /Morris 

4 

High 

225-1581 

MA 

61  7-292-1000 

9.8 

1  1  UJ 

High 

15 

20.0 

IBM 

3 

225-1581 

MA 

61 7-292-1 000 

14.8 

Average 

3 

26.2 

^^atts  Industries 

2 

Very  high 

225-1581 

MA 

61  7-292-1000 

8.6 

1 1.4 

1  1  1  1  1 

Very  high 

5 

1 6.9 

General  Electric 

2 

Average 

225-1581 

MA 

617-292-1000 

not  rated 

1  1  1  1  1 

High 

4 

1 6.5 

GTE 

5 

225-1581 

MA 

617-292-1000 

14.1 

16.8 

Average 

7 

17.9 

Philip  Morris 

3 

Average 

225-1581 

MA 

617-292-1000 

19.6 

19.2 

Average 

7 

26,8 

Tele-Communications 

3 

High 

225-1581 

MA 

617-292-1000 

1 1.3 

17,7 

Average 

9 

1  7.3 

Fruit  Of  The  Loom 

4 

Averoge 

232-3863 

NY 

2 1 2-667-7587 

not  rated 

1  II  1  1 

High 

1  1 

NA 

SmithKline  Beechom 

3 

232-3863 

NY 

2 1  2-667-7587 

5.3 

1  ||^__[_] 

High 

1 7 

1  1 .5 

ABN  AMRO 

2 

Very  low 

433  1998 

CA 

213-208-2282 

12.1 

1  1  WLJ 

9 

21  3 

Hasbro 

5 

Average 

22 1  -3079 

NY 

2 1 2-370-1 248 

16.8 

mam 

Low 

4 

1 7  8 

Pfizer 

8 

High 

279-0279 

NM 

505-983-4335 

II  1  ■ 

Very  low 

1 

25.0 

Merck 

4 

CA 

4 1 5-461-7860 

11.8 

1  1  LW 

Very  high 

1 

22.5 

Fidelity  Magellan  Fund 

5 

Very  tow 

242-1 42 1 

PA 

215-887-81  1 1 

1  1  1  u 

Very  high 

1 

1 9.5 

Exxon 

3 

242-1421 

PA 

215-887-81  1 1 

1  1  1  u 

Very  high 

1 

18.8 

Philip  Morris 

8 

242-1421 

PA 

215-887-81  1  1 

1  1  1  ■ 

Very  high 

1 5 

28.2 

Homedco  Group 

3 

766-FUND 

CA 

4  1  'i.7ft  1  9700 

•4  1  J  /  O  17  /  \JKJ 

1  M  W 

14 

23  0 

Bristol-Myers  Squibb 

2 

225-5084 

1  1  1  U 

Averaoe 

5 

NA 

Siemens 

2 

225-5084 

not  rated 

II  1  1  1 

Average 

9 

1 7  8 

Susquehanna  Bancshores 

1 

00  1  ylOAQ 
[  -4ZOO 

Kl  V 
IN  T 

o  1  o  0   ^  TO  1  1 

JL  1  Z-OO  J-/  J  1  1 

10.2 

1  IM-i 

Low 

1  1 

18.5 

Farmer  Brothers 

1 

Low 

221-4268 

NY 

212-355-731 1 

not  rated 

Mill 
1  1  UU 

Very  high 

0 

19.0 

IBM 

3 

343-3355 

MD 

301-657-1500 

10.6 

Very  high 

0 

26.2 

Microsoft 

8 

Very  high 

343-3355 

MD 

301-657-1500 

13.6 

14.7 

Average 

2 

26.0 

Elan 

7 

Average 

426-6730 

WA 

206-545-5530 

'  Pufnom  Option  Income  Trusl 


See  pages  84-85  for  on  explanation  of  BW  Rating,  Trend  and  otf>er  terms  DATA:  MORNINGSTAR  INC 
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FUND 

RATING 

OBJECTIVE 

SIZE 

FEES 

CURRENT  RESULTS 

5.  ^  - ;  5 

EX?£SSE 

-    '  ^ 

•  5.: 

SAFECO  GROWTH 

Ave 

•-2.0 

1^3 

0-90 

62-6 

0.2 

1 

SAFECO  INCOME  X 

♦ 

"  S'  c 

4 

No  rooa 

0.93 

23.3 

5.1 

SALEM  VALUE  INVEST.  SHARES  _^ 

AVG 

Gro>«~ 

j~  i 

30 

4-00 

1.02T 

25.1 

2.4 

2( 

SALOMON  BROTHERS  CAPITAL 

♦    ♦  ♦ 

V,=v  -.- 

;  "  r 

18 

5.00 

1.54 

33  4 

1-7 

SALOMON  BROTHERS  INVESTORS  - 

-   -  - 

- 

2=  3 

:  5 

i 

SALOMON  BROTHERS  OPPORTUNITY  X 

AVG 

N;  00= 

1.30 

30.6 

1-9 

1: 

SBSF  GROWTH 

4' 

J-  -----    -,-c-  = 

'  C"  ; 

No  ^= 

1.15 

19.0 

3.3 

11 

SCHWAB  1000 

^-  - 

: 

0.00 

15.3§ 

SCI  TECH  HOLDINGS  A 

♦ 

m:  " 

1.68 

45-7 

0.3 

SCOTTISH  WIDOWS  INTERNATIONAL 

;  .^C 

2.  4- 

C  ' 

SCUDDER  CAPITAL  GROV/TH 

AVG 

J  .-- 

■  : 

43 

Sc  ccc 

1.04 

43.0 

c 

SCUDDER  DEVELOPMENT 

AVG 

5  -  ;    ; -  r  ;  - . 

:  - ;  ■ 

■  5S 

Nc  ccc 

1.29 

71.9 

0.0 

SCUDDER  GLOBAL 

AVG 

-  f  -  ;     -  ; 

:-s  £ 

26 

Nc  o=c: 

1.81 

17.1 

1.6 

SCUDDER  GROWTH  &  INCOME 

# 

V  ;  -  -  -    - :  -  —  e 

723..* 

47 

Nc  co= 

0.98 

28.2 

3.5 

i 

SCUDDER  INTERNATIONAL  X 

20 

Sc  occ 

1-29 

1 1-S 

:  3 

SCUDDER  QUALfTY  GROWTH 

46.9 

NM 

Sc  'COC 

1-29 

22-05 

SEAFIRST  ASSET  ALLOCATION 

-  iif  •  :     ;  "  on 

103 

Sc  ccc 

0.47 

18.2 

44 

SEAFIRST  BLUE  CHIP 

C-  ;  --- 

49:7 

101 

Sc  cc-c 

0.47 

22-5 

2_2 

2: 

SECURrrr  action 

♦   ♦  ♦ 

G-c>.— 

312.9 

41 

8.50 

0.79 

27.0 

1.6 

U 

SECURfTY  EQUITY 

AVG 

323.3 

22 

5  "^5 

1-08 

35.1 

2.4 

11 

SECURFTY  INVESTMENT  X 

AVG 

s: " 

■- 

■  3; 

21  -5 

5  A 

SECURrTY  ULTRA 

♦    ♦  ♦ 

■•■->  -    r-  -" 

- 

5  "  : 

I 

597 

0.6 

SELECTED  AMERICAN  SHARES 

AVG 

-  -  -        "  = 

""'J   :  ;  ~ 

46.3 

1.3 

SELECTED  SPECIAL  SHARES 

AVG 

S:  .-cc 

1 .26T 

25-5 

4,6 

SEUGMAN  CAPITAL 

■  - 

- 

1.04 

55.9 

0-0 

SEUGMAN  COMMON  STOCK 

:  c- 

3:  3 

3.C 

SELIGMAN  COMMUNICATIONS  &  INFO. 

4.-; 

ic  i 

0  0 

SEUGMAN  GROWTH 

AVG 

i-5  i 

4.75 

0.73 

35-S 

C-6 

SEUGMAN  INCOME 

AVG 

~- 

J  £5 

32  2 

7-8 

SENTINEL  BALANCED 

AVG 

~ 

:  iC 

C  Sc 

23  3 

5.2 

SENTINEL  COMMON  STOCK  X 

AVG 

&S3.5 

24 

S.50 

0J5 

30.6 

3.0 

SENTINEL  GROWTH 

62j 

21 

5.25 

1.15 

26J2 

1.1 

IS 

SENTRY  X 

AVG 

64.4 

2" 

So  (ood 

a89 

29.3 

2.4 

u 

SEOUOLA  X 

♦   ■•■  ♦ 

c--.--- 

1251-4 

So  ioodl 

1.00 

40-0 

2-4 

t 

SHEARSON  ^990S 

Si-i 

;.x 

1  -72" 

3S  C 

c  c 

SHEARSON  AGGRESSIVE  GROWTH 

♦ 

1S3-9 

102 

1.17 

42  3 

00 

SHEARSON  APPRECIATION  X 

AVG 

-  - 

1-50-1 

59 

5-OC 

0.85 

c 

2.0 

11 

SHEARSON  APPRECIATION  PORT. 

AVG 

C-C-- 

'  - 

5-OC" 

1.B5-?- 

23 ; 

2.6 

21 

SHEARSON  DIRECTIONS  VALUE  =i 

♦  ♦ 

C-  - 

1.81- 

2-  c" 

C.6 

2: 

SHEARSON  FUNDAMENTAL  VALUE 

♦ 

J-  :  --- 

0 

5.:-: 

•  3; 

3  ■  i 

2 

li 

SHEARSON  GLOBAL  OPPORTUNITY 

♦    ♦  ♦ 

57-5 

-s 

i  :•: 

"-c2 

•  -  ; 

: : 

SHEARSON  GROWTH  OPPORTUNfTY 

13&.1 

1 

2.16T 

29.6 

1.0 

14 

SHEARSON  INTERNATIONAL 

♦    ♦  ♦ 

-    '  -  r"  r  -  z 

3c  ' 

-20 

;.:c" 

2.84T 

7.8 

0.0 

SHEARSON  MULTIPLE  OPPORTUNITY 

3-O0" 

3.00T 

19.2 

SHEARSON  OPTION-JNCOME 

AVG 

5-00*- 

1  .''5' 

25  - 

SHEARSON  PRECIOUS  METALS 

♦    ♦  ♦ 

•i' 

-3- 

5.00** 

2.55- 

- 

0.2 

SHEARSON  SEaOR  ANALYSIS 

.- 

;  : 

' ; 

5.00" 

2.19T 

3)  J 

as 

V 

SHEARSON  SMALL  CAP 

- :  ; 

5CC 

1.59 

57-7 

0.0 

SHEARSON  SPECIAL  EQUmES 

♦  ♦  ♦ 

;  -  ; 

i 

2.337 

44-0 

02 

SHEARSON  STRATEGIC  INVtSTORS 

2.12* 

26.5 

3  0 

]  SHEARSON  TELECOMMS.  GROWTH 

34  S 

5 

5 

■  :; 

23  ^ 

;  : 

SHEARSON  TILKOMMS.  INCOME 

AVG 

79.4 

-16 

:  =2 

:  ; 

SH£ARSO,S  UTlLrnES 

119&1 

78 

■  ii- 

2-  i 

SIT    NEW  BEGINNING'  GROWTH 

r 

::; 

Sc  ccc 

■  .-3 

;i  3 

SIT"NF.V  BEGINNING    INCOME  &  GROWTH 

4' 

; ."  - 

~^ 

Sc  ccc 

32 

3  ^ 

SXYUNE  SPECLAL  EQUfTlES 

5-; 

:•  Sc 

1-56 

47.4 

0.1 

f 

SMAUCAP  V.ORLD 

-■ 

■:- 

1.50T 

32.9 

0-6 

I 

SMITH  BARNEY  EQUITY 

AVG 

i  cC 

26.6 

IE 

SMiTH  BARNEY  INCOME  &  GROWTH  X 

AVG 

J,     -  £ 

iSj  - 

26-5 

7 

SMITH  aUMET  INTBtNATTONAL  EQUmr 

.i^- s  oat  is  a&r..  5?s«; 

N.A  =  No*  .TOioD 

']'_  -ri^nsr**  5oiSTT  rjircs  o'-^T-  =3-.  .rT'»es:  S^«Sfsi 

f 

— 1 

RESULTS 

TREND 

PORTFOLIO  DATA 

RISK 

TELEPHONE 

JN'L  TOTAL  RET.  (%) 

BW  1 0-YEAR 

TURNOVER 

%  CASH 

P/E 

LARGEST  HOLDING 

TOLL  FREE 

IN-STATE  \^ 

5  YEARS 

10  YEARS 

ANALYSIS 

RATIO 

COMPANY                          %  ASSETS 

(800) 

\ 

16.6 

1 4.5 

UL-BW 

Average 

2 

22.7 

Roberts  Pharmaceutical 

5 

High 

426-6730 

V/A 

206-545-553o\ 

8.0 

14.9 

WiLLI 

Low 

2 

16.5 

GTE 

4 

Low 

426^5730 

WA 

206-545-5530 

13.4 

1  1  W 

Very  low 

5 

17.4 

General  Electric 

3 

Low 

326-3241 

NC 

704-374-4343 

10.4 

15.7 

i-m 

High 

4 

19.0 

Fund  American 

6 

Very  high 

725-6666 

1 1.5 

15.0 

Low 

4 

18.8 

Philip  ^Aorris 

4 

Average 

725-6666 

1 1 .3 

17.0 

■BBD 

Very  low 

13 

15.0 

Chubb 

1 1 

Average 

725-6666 

12.0 

1  U-U 

low 

-1 

18.8 

Bristol-Myers  Squibb 

5 

Low 

422-7273 

NY 

212-903-1200 

not  roted 

1  1  1  1  1 

Very  low 

1 

19.8 

Exxon 

2 

526-8600 

12  3 

1  U_BI 

High 

23 

23.2 

Convex  Computers 

6 

Average 

637-3863 

NJ 

609-282-2800 

not  rated 



Low 

3 

NA 

3 

523-5903 

MA 

617-742-9858 

15.4 

1 7.8 

Bsnnn 

Average 

8 

19.8 

Time  Warner 

3 

High 

225-2470 

MA 

617-439-4640 

1 8.7 

14.1 

1  1  1  ■ 

Average 

7 

29.2 

US  Surgical 

3 

High 

225-2470 

MA 

617-439-4640 

13.8 

1  1  PH 

Low 

1 

19.7 

Union  Bank  Of  Switzerland 

2 

Low 

225-2470 

MA 

617-439-4640 

12.9 

1  1  Mil 

Average 

3 

17.6 

Kmart 

3 

Low 

225-2470 

MA 

617-439-4640 

9.2 

16.3 

Average 

5 

NA 

 Telekom  Moloysio  

] 

Average 

225-2470 

MA 

617-439-4640 

not  rated 

Mill 

Average 

2 

NA 

Duracell  International 

5 

225-2470 

MA 

617-439-4640 

1  M  Ul 

High 

3 

NA 

Merck 

3 

323-9919 

V/A 

206-358-6234 

II  1  H 

Low 

1 

18.9 

Merck 

7 

323-9919 

WA 

206-358-6234 

8. 1 

1  1H--I  1 

High 

4 

22.9 

IBM 

3 

High 

888-2461 

KS 

913-295-3127 

1 5.9 

1 6. 1 

\..-^4~.\  1 

Average 

13 

19.5 

FNMA 

4 

Average 

888-2461 

KS 

913-295-3127 

9.7 

1 0.5 

U_UUI 

High 

2 

15.7 

MBNA 

5 

Low 

888-2461 

KS 

913-295-3127 

5.5 

1 0. 1 

W-L4-I 

Average 

16 

25.5 

Zila 

3 

Very  high 

888-2461 

KS 

913-295-3127 

15.6 

1 8.8 

1  1  1  1  1 

Average 

5 

19.2 

FHLMC 

7 

Average 

426-6562 

1 2.6 

13.1 

1  M  1  1 

Average 

9 

19,1 

PH  Glatfelter 

5 

Average 

426-6562 

1 5.9 

1 7.7 

1  l.  l-l  i 

Low 

13 

24,1 

Circus  Circus  Enterprises 

8 

High 

221-2450 

NY 

212-488-0200 

12.1 

1 6.5 

Average 

2 

20.1 

Bristol-Myers  Squibb 

3 

Average 

221-2450 

NY 

212-488-0200 

1 8.0 

ran 

Average 

4 

26.5 

Storage  Technology 

4 

Very  high 

221-2450 

NY 

212-488-0200 

1 4.7 

1 4.8 

1  1  \JM 

Low 

1 1 

23.1 

PepsiCo 

5 

High 

221-2450 

NY 

212-488-0200 

7.8 

1 3.0 

Average 

5 

14.3 

New  England  Electric  System  2 

Very  low 

221-2450 

NY 

212-488-0200 

10.6 

1 6. 1 

Low 

6 

18.0 

Philip  Morris 

1 

Very  low 

282-3863 

VT 

802-229-3900 

1 3.0 

1 7.9 

Very  low 

2 

17.1 

American  Home  Products 

4 

Average 

282-3863 

VT 

802-229-3900 

12.3 

15.9 

ImM  m 

Low 

5 

23.0 

Sigma-Aldrich 

3 

Average 

282-3863 

VT 

802-229-3900 

1 3.3 

12.7 

Very  low 

38 

21.6 

Philip  Morris 

7 

Average 

533-7827 

1 5.5 

19.4 

Low 

27 

19.7 

FHLMC 

19 

Low 

NY 

212-245-4500 

not  rated 

1  1  1  1  1 

Low 

0 

19.0 

Gensio  Pharmaceuticals 

6 

451-2010 

NY 

212-464-8068 

1 7.4 

ram 

Low 

9 

21.9 

Forest  Laboratories 

8 

Very  high 

451-2010 

NY 

212-464-8068 

1 4.7 

1 7.4 

Low 

13 

21.3 

IBM 

2 

Low 

451-2010 

NY 

212-464-8068 

1 0. 1 

1  U-U 

Very  high 

18 

19.7 

AT&T 

4 

Average 

451-2010 

NY 

212-464-8068 

8.9 

1  1  l_U 

Low 

15 

17.2 

Georgia-Pocific 

5 

High 

451-2010 

NY 

212-464-8068 

1 2.0 

1 2.4 

1  1  hH 

High 

6 

19.7 

Telefonos  de  Mexico 

6 

Average 

451-2010 

NY 

212-464-8068 

3.2 

1  1  UU 

Average 

4 

16.1 

Victor  Japan 

3 

Average 

451-2010 

NY 

212-464-8068 

9. 1 

1  1  W-l 

Low 

4 

15.7 

Chubb 

10 

Average 

451-2010 

NY 

212-464-8068 

3.1 

1  1  UUI 

Average 

6 

NA 

New  Scotland  Insurance 

9 

High 

451-2010 

NY 

212-464-8068 

II  1  M 

High 

20 

18.2 

Adobe  Systems 

16 

451-2010 

NY 

212-464-8068 

12.1 

1  1  UH 

Average 

8 

15.7 

FNMA 

4 

Low 

451-2010 

NY 

212-464-8068 

rt  Ci 

1  1  UU 

High 

17 

33.2 

Battle  Mountain  Gold 

5 

Very  high 

451-2010 

NY 

212-464-8068 

1  II  U 

Very  high 

1 

20.5 

Brunswick 

5 

451-2010 

NY 

212-464-8068 

1  II  H 

Very  low 

8 

16.2 

California  Microwave 

9 

451-2010 

NY 

212-464-8068 

D.-J 

t  1  1  1  1 

1  UUJ 
1  1  1  u 

Very  high 

5 

23.4 

Upjohn 

4 

Very  high 

451-2010 

NY 

212-464-8068 

Average 

4 

15.7 

Philip  Morris 

3 

451-2010 

NY 

212-464-8068 

1  n  o 
1  W.z 

High 

8 

19.1 

Century  Telephone  Enterprise  7 

High 

MA 

617-573-9410 

1  3.0 

Very  low 

4 

15.1 

Bell  Atlantic 

24 

Average 

MA 

617-573-9410 

1  1  1  M 

Low 

9 

13,6 

Pennsylvania  Power  &  Light 

2 

451-2010 

NY 

212464-8068 

20.3 

23.2 

r--T-  1  1  1 

Low 

10 

29,7 

Cracker  Barrel  Old  Country 

2 

High 

332-5580 

MN 

612-332-3223 

13.7 

1 6.6 

Average 

3 

20.5 

Bristol-Myers  Squibb 

3 

Low 

332-5580 

MN 

612-332-3223 

INN 

Average 

5 

15.6 

Giddings  &  Lewis 

2 

458-5222 

IL 

312-670-6035 

not  rated 

1  II  II 

Low 

30 

25.4 

Metro  Mobile  CTS 

2 

421-0180 

CA 

213-486-9200 

12.7 

14.5 

Average 

8 

19.9 

General  Electric 

5 

Average 

544-7835 

NY 

212-698-5349 

10.1 

15.2 

1  1  urn 

Average 

5 

16.2 

Exxon 

5 

Low 

544-7835 

NY 

212-698-5349 

11.5 

Average 

0 

NA 

Cifra 

4 

High 

544-7835 

NY 

212-698-5349 

See  pages  84-85  for  an  explanation  of  BW  Rating,  Trend  and  otfier  terms  DATA:  MORNINGSTAR  INC 


L  FUND  SCOREBOARD 


BUSINESSWEEK/FEBRUARY  17.  1992  105 


MUTUAL  Fun; 


FUND 

RATING 

OBJECTIVE 

SIZE 

FEES 

CURRENT  RESULTS 

ASSETS 

%  CHG. 

SALES 

EXPEfNlSE 

1991 

S  MIL 

1990-91 

CHARGE  t%) 

RATIO  (%) 

"TOTAl.  SH.  (%) 

YIE^ 

~  i 

SMITH  BARNEY  UTILmr 

Utilities 

I  0^.9 

NM 

4.50 

0.99t 

17.2 

6.5 

SOGEN  INTERNATIONAL  X 

Internationa 

313^ 

5C 

3.75 

1.30t 

18.0 

4.6 

SOUND  SHORE 

AVG 

Growtfi 

31.8 

12 

No  lood 

1.41 

32.2 

1.9 

14 

SOUTHEASTERN  ASSET  SHALL-CAP  - 

Small  coiTiparv 

26 

No  lood 

1.42 

26-3 

C  6 

SOUTHEASTERN  ASSET  VALUE 

Growth 

■  — T  C 

3:' 

Nc  iood 

1-3: 

39-2 

3  i. 

3 

STAGECOACH  ASSET  ALLOCATION 

«   *  * 

Asset  allocotion 

367.3 

45 

4.50 

0.95t 

21.8 

0.0 

STAGECOACH  CORPORAH  STOCK 

AVG 

Growth/income 

20-4.9 

36 

No  lood 

0.97t 

28.7 

0.0 

5 

STATE  BOND  COMMON  STOCK 

#  # 

Growth 

.46.9 

28 

4.75 

1.19T 

42.8 

8.1 

6 

STATE  BOND  DIVERSIFIED 

AVG 

Growth/income 

31.3 

39 

4.75 

1.12T 

31.3 

2.7 

3 

STATE  STREET  INVESTMENT 

AVG 

Growth 

639.9 

21 

4.50 

0,51 

28.1 

2-1 

17 

STEINROE  CAPITAL  OPPORTUNITIES  ^ 

Maximum  growth 

152.6 

70 

No  lood 

1.18 

62.8 

0.8 

STEINROE  PRIME  EQUITIES 

Growth/" ^ncome 

62.5 

34 

No  load 

1.00 

32.4 

1.7 

2 

STEINROE  SPECIAL  ^ 

Growth 

590.4 

52 

No  load 

1.04 

34.0 

1.8 

12 

STEINROE  STOCK 

Growth 

3X4.7 

53 

No  load 

0.79 

46.0 

1.1 

5 

SniNROE  TOTAL  RETURN 

AVG 

EquityHncome 

156.5 

22 

No  load 

0.87 

29.6 

4,9 

STRATTON  MONTHLY  DIVIDEND  X 

AVG 

Equity-income 

43.2 

41 

No  lood 

1.24 

35.1 

6.9 

STRONG  COMMON  STOCK  ^ 

Growth 

48.5 

1896 

2.00 

2.00 

57.1 

20.1 

2 

STRONG  DISCOVERY 

Maximum  growth 

162-5 

189 

2.00 

1.90 

67.6 

4.1 

STRONG  INVESTMENT 

^  ^ 

balanced 

215.0 

6 

1.00 

1.30 

19.6 

4.9 

STRONG  OPPORTUNrnr  ^ 

AVG 

Growth 

159.7 

2"! 

2-O0 

1.70 

31.7 

0,9 

14 

STRONG  TOTAL  RETURN 

AVG 

Growth/Oncome 

c5 ",  3 

- 

"DO 

".  .40 

33.6 

1,1 

2 

SUNAMERICA  AGGRESSIVE  GROVmi  ^ 

Maximum  growth 

32.3 

36 

5-75 

2.12T 

54.9 

0.0 

5UNAMERICA  BALANCED  ASSETS  2^ 

AVG 

Balanced 

92.6 

-9 

5.00'- 

1.94T 

27.3 

2.0 

SUNAMERICA  CAPITAL  APPRECIATION  A 

♦    ♦  ♦ 

Growth 

106.5 

-u 

5.00*' 

2_54t 

30.0 

0.0 

15 

SUNAMERICA  GROWTH 

Growth 

32.7 

20 

5.75 

l.BOt 

42.6 

0-8 

6 

TEMPLETON  FOREIGN 

#    #  ♦ 

international 

1300-6 

39 

S.5C 

C.SO 

lS-3 

TEMPLETON  GLOBAL  OPPORTUNITY  ^ 

International 

201.0 

27 

6.25 

i.eoT 

33.3 

".-6 

TEMPLETON  GROV/TH  X 

AVG 

international 

3079.4 

32 

8.50 

0.75 

31.3 

2.6 

TEMPLETON  REAL  ESTATE  SECURITIES  - 

Specialty 

34.7 

19 

8.50 

1.25 

34.4 

4.6 

TIMPLETON  SMALLER  COMPANIES  GROWTH 

♦  ♦ 

Intemotional 

912  9 

33 

8.50 

0.97 

393 

1.8 

TEMPLETON  VALUE 

nternationc 

::  ; 

-; 

' 

33-5 

0-5 

TEMPLETON  WORLD  i. 

intemationo 

ii^:  - 

"  c 

i  i : 

Z.72 

29.8 

2.7 

THOMSON  GLOBAL  B 

♦  ♦ 

International 

32.4 

-9 

1.00* 

2.60T 

18.0 

0.0 

THOMSON  GROWTH  B 

Growth 

669  9 

95 

1.00* 

i.SOt 

41.9 

0-3 

7 

THOMSON  OPPORTUNITY  B 

Maximum  grc-.— 

7v  ~ 

".05 

".X* 

2  00- 

63  1 

TOWER  CAPITAL  APPRECIATION 

Growth/income 

88.9 

38 

4.50 

0.74t 

31.2 

2.0 

3 

TRANSAMERICA  CAPITAL  APPRECIATION 

AVG 

Maximum  growth 

89.0 

57 

4.75 

134T 

38.0 

0.0 

TRANSAMERICA  GROWTH  &  INCOME  A 

Growth/" ncome 

82.8 

30 

4.75 

1.38T 

32.3 

1.6 

2 

TRANSAMERICA  SPECIAL  BLUE  CHIP 

AVG 

Growth/" income 

31.0 

148 

6.00" 

2.76T 

32.0 

0-0 

3 

TRANSAMERICA  SPKIAL  EMERGING  GROWTH  B 

Small  company 

65.9 

263 

6.00*' 

2.B5T 

58.8 

TRINITY  EQUITY 

Growth 

106.0 

112 

No  load 

0.28t 

31.2 

1-8 

14 

TWENHETH  CENTURY  BALANCED  INVESTORS 

Balanced 

351.2 

372 

No  lood 

1.00 

46.8 

2.1 

TWENTIETH  CENTURY  GIFTRUST  INVESTORS 

AVG 

Small  company 

64.1 

121 

No  lood 

1.00 

84.6 

0.0 

TWENTIETH  CENTURY  GROWTH  INVESTORS  X 

*    *  * 

Growth 

3879.1 

103 

No  load 

1.00 

69.0 

0.1 

TWENTIETH  CENTURY  HERITAGE  INVESTORS 

1-12 

3c 

Ne  lood 

1.00 

35-9 

11 

TWENTIETH  CENTURY  INTL  EQUITY 

intemationo; 

s  V 

No  lood 

0.59 

8.0§ 

TWENTIETH  CENTURY  SELEa  INVESTORS  X 

AVG 

Growth 

4634.1 

45 

No  load 

1.00 

29.7 

0.2 

16 

TWENTIETH  CENTURY  ULTRA  INVESTORS 

«    *  * 

Small  company 

2939.7 

541 

No  load 

1.00 

86.5 

0.0 

TWENTIETH  CENTURY  VISTA  INVESTORS 

♦ 

Small  company 

766.9 

97 

No  lood 

1.00 

73.7 

0.0 

U.S.  BOSTON  GROWTH  &  INCOME  ORDINARY 

Growth/incor>e 

44.4 

30 

1 .00** 

1.80T 

28.0 

1.2 

6 

U.  S.  TREND 

Growth 

2-3  t 

26 

4.75 

0.97 

34.B 

2.0 

12 

UMB  STOCK 

AVG 

Growth 

65.3 

45 

No  lood 

0.85 

24.8 

3.1 

20 

UNITED  ACCUMULATIVE  X 

♦ 

Growth 

905.0 

18 

8.50 

0.63 

23.7 

U 

21 

UNITED  CONTINENTAL  INCOME  X 

Balonced 

337.7 

17 

8.50 

0.81 

25.9 

3,9 

UNfTED  GOlD  s  GOVERNMENT 

♦   ♦  ♦ 

Precious  metals 

40.7 

-25 

830 

1.42 

13 

2.2 

UNITED  INCC  ME  X 

AVG 

£quity4ncome 

2:51.7 

36 

8.50 

0.67 

29-6 

UNITED  INTER.  ATIONAI  GROWTH 

international 

296.9 

18 

8.50 

1.17 

19-1 

",  ,5 

UNITED  NEW  CtNCEPTS 

♦ 

Small  company 

141.3 

140 

8.50 

1.27 

88.3 

0.2 

UNITED  RETIREMt  M  SHARES 

AVG 

Growth  f income 

231.6 

38 

830 

0.90 

21.9 

3J 

9 

UNITED  SQENCE  &  iNERGY 

Technology 

405.2 

69 

830 

0.87 

59.3 

0.6 

j  *incijdes  redernartiOTi  fee- "incLide;  asTBT^^  soies  charge  T^2{s)-1  DioT- n- enact.  ?No^ current^  acraptirig  new  account  or  oeoDste  SNiew  Tund,  issimar  "  2  noTiThs  toKi;  TBturr..  N.A  =  NoTovaiiabie.  MN  —  r^iotJ 
I    fkk)  FoTie^y  rquhsc  Siebel  Torai  Reru—  fund.  / 


MUTUAL  FUND  SCCnESCJl 


C  RESULTS   TREND 

,NN  L  TOTAL  RET  (%)  BWIO  YEAR 

5  YEARS       10  YEARS  ANALYSIS 


PORTFOLIO  DATA 


RISK 


P/E 
RATIO 


LARGEST  HOLDING 


COMPANY 


TOLL  FREE 
(800) 


17.4 


Low                4           13.1            Texas  Utilities  4 
Low              23           20.2            Bank  For  Intl.  Settlement  2 
High              18           14.3            MCI  Connmunications  4 
Very  low            9          20.3           Alleghany  6 
Average  8  19^  Pic  'N'  Sove  9 


Very  low 
Average 


544-7835 
334-2143 


445-9469 
445-9469 


NY  212-698-5349 

NY  212-399-1141 

CT  203-629-1980 

TN  901-761-2474 

TN  901-761-2474 


15.4 
16.4 
15.0 


Average 
Very  low 
Very  low 
Very  low 
Very  low 


0 

I 

9 

1  1 
3 


19.5 
19.4 
21,3 
203 
21.3 


IBM 
Exxon 

Bristol-Myers  Squibb 
Kimberly-Clark 
Bristol-Myers  Squibb 


Very  low 
Average 
Average 

Low 
Average 


222-8222 
222-8222 
333-3952 
333-3952 
882-0052 


MN  612-835-0097 
MN  612-835-0097 


10.7  10.9 

16.9  19.3 

16.2  15.6 

10.7  13.8 


Average 
Average 
Average 

Low 
Average 


22 
10 
10 
8 
10 


26.1 
22.4 
20.5 
23.5 
19.1 


Mattel 

Home  Depot 
Harley-Davidson 
Home  Depot 
Bristol-Myers  Squibb 


Very  high 

Average 
Average 
Low 


338-2550 
338-2550 
338-2550 
338-2550 
338-2550 


IL  312-368-7800 

IL  312-368-7800 

IL  312-368-7800 

IL  312-368-7800 

IL  312-368-7800 


14.4 


16.1 


Average 
Very  high 
Very  high 
Very  high 
Very  high 


3 
14 
14 

1 1 
19 


15.3 
17.3 
22.4 

19  9 

17.0 


Meditrust 
Immune  Response 
Pfizer 

Avon  Products 
Glaxo  Holdings 


Very  low 


Very  low 
Low 


634-5726 
368-3863 
368-3863 
368-3863 
368-3863 


PA  215-941-0255 

V/l  414-359-1400 

Wl  414-359-1400 

Wl  414-359-1400 

Wl  414-359-1400 


Very  high 

Low 
Average 
Average 
Average 


5 
23 
1 

9 

15 


23,9 
18.3 
23.3 
18.9 
22.1 


Telefonos  de  Mexico 

Heilig-Meyers 

FNMA 

Loews 

Consolidated  Papers 


6 
11 

6 
10 

4 


Low 

Low 

High 


368-3863 
858-8850 
858-8850 
858-8850 
858-8850 


Wl  414-359-1400 

NY  212-551-5125 

NY  212-551-5125 

NY  212-551-5125 

NY  212-551-5125 


17.9 
I,  not  rated 

13.3 
I,  not  rated 

9.6  16.6 


15.8 


Low 
Low 
Low 
Low 
Low 


14 
5 


10 
1  1 


NA 

17.8 

17.7 
20.5 
17.6 


Nationol  Austrolia  Bank 
Cifra 

National  Australia  Bonk 
Weingorten  Realty 
Telefonos  de  Mexico 


Low 
Low 
Average 


237-0738 
237-0738 
237-0738 
237-0738 
237-0738 


L  813-823-8712 

L  813-823-8712 

L  813-823-8712 

L  813-823-8712 

I  813-823-8712 


15.6 


Low 
Low 
High 
High 
High 


10 
4 
7 

12 
4 


20,0 
16.4 
24.6 
28.0 
27.3 


Ascom 
FNMA 

Wal-Mart  Stores 
Novell 

IntI  Game  Technology 


Average 
Average 
Average 
High 


237-0738 
237-0738 
628-1237 
628-1237 
628-1237 


L  813-823-8712 
L  813-823-8712 
CT  203-352-4900 
CT  203-352-4900 
CT  203-352-4900 


14.6 


High 
High 
Average 
Average 
Average 


15 
4 
0 
15 
1  1 


21.5 
21.9 
22.1 
21.8 
23.1 


Pacific  Gas  &  Electric 
Deprenyl  Research 
Merck 

Baxter  international 
Cirrus  Logic 


High 
Low 
Low 


999-0124 
343-6840 
343-6840 
343-6840 
343-6840 


LA  504-587-2708 
TX  713-751-2400 
TX  713-751-2400 
TX  713-751-2400 
TX  713-751-2400 


Average 
High 
High 

Average 
High 


21.3 
26.8 
33.1 
26.8 
19.6 


Philip  Morris 

Amgen 

Healthsource 

Amgen 

Pfizer 


Very  high 
High 


456-7780 
345-2021 
345-2021 
345-2021 
345-2021 


NY  716-262-4080 

MO  816-531-5575 

MO  816-531-5575 

MO  816-531-5575 

MO  816-531-5575 


not  rated 

15.0  18.7 

27,5  20.1 
19.3 
15.6 


Average            3            NA           Nutricia  Gemeenschapplijk     3  345-2021  MO  816-531-5575 

Average             1           21.1           Philip  Morris                       5  Average           345-2021  MO  816-531-5575 

Low               4          33.8           Amgen                              5  Very  high          345-2021  MO  816-531-5575 

Average            3          29  6           Borland  Internotional            5  Very  high          345-2021  MO  816-531-5575 

High  4  15_7  Merck  3  Average  872-7866  MA  617-259-1144 


14.2 


16  3 

16.1 


Low              14          21,8           Philip  Morris  6             Low  262-6631  TX  713-750-8000 

Very  low           23            19,3            Bristol-Myers  Squibb  1              Low  422-2766  MO  816-471-5200 

Very  high          24           18,4           Du  Pont  4  Average  366-5465  KS  913-236-2000 

Very  high          17           19  0           JC  Penney  3             Low  366-5465  KS  913-236-2000 

Average  12  NA  Driefontein  Consolid.  Mines  6  Very  high  366-5465  KS  913-236-2000 


19,7 
15,4 


14.5 
17.7 


Low  4  18.4  in  2  Average  366-5465  KS  913-236-2000 

High  7  NA  Telefonos  de  Mexico  4  Average  366-5465  KS  913-236-2000 

High  22  35  1  Saint  Jude  Medical  4  High  366-5465  KS  913-236-2000 

Average  8  22.8  Consolidated  Natural  Gas  3  Low  366-5465  KS  913-236-2000 

Average  13  29.7  Amgen  4  Average  366-5465  KS  913-236-2000 


See  pages  84-85  for  on  explanation  of  BW  Rating,  Trend  and  other  terms 
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El  lun 

RATING 

WBJCV 1 1 V  E 

CI7C 

cccc 

CURRENT  RESULTS 

ASSETS 

%  CHG 

SALES 

C  A  r  1 1^  J  C 

1991 

"ranIT^ 

S  MIL 

1990-91 

CHARGE  {%) 

RATIO  (%1 

TOTAL  RET.  1%) 

YIELD 

08JE 

(JNITFD  SERVICF^  WODLD  f^OLD 

f'   #  # 

rTscious  mstols 

57  0 

-1  7 

"  TT" 

No  load 

2  22 

_3  4 

0  0 



UNITED  SERVICES  GOLD  SHARES 

♦  #  ♦ 

Precious  metals 

208.4 

-21 

No  load 

1 .54 

"15  6 

2  9 

UNITED  VANGUARD 

♦ 

Growth 

913,6 

25 

8.50 

0.97 

27.4 

1  8 

USAA  INVESTMENT  BALANCED 

Balanced 

61.5 

54 

No  load 

1 .00 

1 4  7 

4  3 

USAA  INVESTMENT  CORNERSTONE 

AVG 

Balanced 

603.7 

9 

No  load 

1.18 

16.2 

3.1 

4 

USAA  INVESTMENT  GOLD 

♦    ♦  ♦ 

Precious  metals 

1 1 8.7 

-1 6 

No  load 

1  45 

-4.4 

1 .2 

USAA  INVESTMENT  INTERNATIONAL 

International 

31.4 

31 

No  load 

1.82 

1 3.4 

0.8 

4 

USAA  MUTUAL  AGGRESSIVE  GROWTH 

Maximum  growth 

271.4 

101 

No  load 

0.87 

71 .7 

0.0 

USAA  MUTUAL  GROWTH 

AVG 

Growth 

365.8 

50 

No  load 

1.1 1 

27.8 

2.4 

176 

USAA  MUTUAL  INCOME 

*    «  « 

Income 

1004.3 

108 

No  lood 

0.47 

19.4 

7.6 

1 

U^AA  MUTUAL  INCOME  STOCK 

Ec^  uityn  ncome 

243.4 

1 65 

No  toad 

0  83 

27  3 

5. 1 

USF&G  AXE-HOUGHTON  B 

AVG 

Balanced 

174.0 

7 

5.75 

i.ist 

22  1 

5.1 

2 

USF&G  AXE-HOUGHTON  GROWTH 

Growth 

62.1 

-10 

5.75 

1.52t 

40.7 

0.0 

81 

USF&G  CHANCELLOR  GROWTH  &  INCOME 

Growth/income 

33.1 

1555 

5.75 

1.42t 

37.9 

1 .7 

12 

USF&G  OVER-THE-COUNTER  SECURITIES 

♦  ♦ 

Smoli  company 

268.1 

25 

5.75 

1.48t 

38.8 

0  5 

5 

U  d  1   ITiM  O  1  C  K  C  \m  will 

Growth 

61  8 

1 47 

4  50 

34.5 

1 .3 

1  0 .4 

UST  MASTER  INTERNATIONAL 

International 

45.7 

66 

4.50 

1.61 

5.9 

1 .2 

7 

VALUE  LINE 

Growth 

321.5 

59 

No  load 

0.67 

52.9 

3.7 

32 

VALUE  LINE  INCOME 

Income 

172.2 

22 

No  load 

0.79 

28.5 

3.9 

VALUE  LSNE  LEVERAGED  GROWTH  INV. 

AVG 

Maximum  growth 

346.4 

47 

No  toad 

0.94 

46.4 

0.8 

2 

vHlav-^C                ^fCXalML  dllWMIIWniS 

Maximum  growth 

1 29  1 

24 

No  lood 

1  1 1 

36.6 

0.3 

n 
z 

VAN  ECK  GOLD/RESOURCES 

Precious  metals 

136.3 

-22 

6.75 

1  44t 

-4.1 

0.3 

1 

VAN  ECK  INTERNATIONAL  INVESTORS  X 

Precious  metals 

568.9 

-7 

8.50 

0.97 

2.6 

1 .5 

VAN  ECK  WORLD  TRENDS 

♦  ♦ 

International 

47.9 

2 

5.75 

1.71t 

12.5 

0.5 

5 

VANGUARD  ASSET  ALLOCATION 

Asset  allocation 

341.2 

91 

No  load 

0.51 

25  6 

4  3 

Equity-income 

569  8 

43 

No  load 

0  53 

25.4 

5.2 

£ 

VANGUARD  EXPLORER  X 

ir 

Small  company 

429.7 

81 

No  lood 

0.56 

55.9 

0.7 

2 

VANGUARD  INDEX  500 

AVG 

Growth/ in  CO  me 

4345.0 

100 

No  load 

0.19 

30.2 

2  9 

49 

VANGUARD  INDEX  EXTENDED  MARKET 

Small  company 

372.4 

108 

No  load 

0.21 

41 .8 

1 .6 

VANGUARD  INTL  EQUITY  INDEX  EUROPEAN 

Internationa! 

160.8 

68 

No  load 

0.33 

12.4 

2.6 

Internottonal 

84  5 

1  73 

No  load 

0  32 

10.8 

0.5 

VANGUARD  QUANTITATIVE 

AVG 

Grov/th/income 

334.8 

58 

No  load 

0.48 

30.3 

2  8 

ii 

VANGUARD  SMALL  CAPITALIZATION  STOCK 

Smoll  company 

131.1 

184 

No  load 

0.21 

45.3 

1 .4 

I 

VANGUARD  SPECIALIZED  ENERGY 

AVG 

Natural  resources 

1 16.3 

-3 

1.00* 

0.35 

0.3 

3.1 

VANGUARD  SPEC.  GOLD  &  PRECIOUS  METALS 

Precious  metals 

170.4 

32 

1.00* 

0.42 

4.4 

2.7 

e 

#  # 

Health  core 

34/  .O 

1  An* 

U.JO 

46.3 

1 .4 

VANGUARD  STAR 

Balanced 

1574.0 

52 

No  load 

0.00 

24.2 

4.9 

1 1 

VANGUARD  WORLD  INTL.  GROWTH 

International 

869.4 

1  8 

No  lood 

0.68 

4  7 

1  8 

VANGUARD  WORLD  U.  S.  GROWTH 

Growth 

978.1 

1 75 

No  lood 

0.74 

46.8 

1 .3 

51 

VANGUARD/MORGAN  GROWTH  X 

AVG 

Growth 

956.8 

37 

No  load 

0.55 

29.3 

2.2 

16i 

TI9IA  \JKWVin  Oi  ira^^^mc 

Growth/income 

45  4 

1  4  1 

A.DKJ 

1  0*?  + 

1  .^OT 

59.1 

0.9 

WASHINGTON  MUTUAL  INVESTORS 

AVG 

Growth/income 

8215,4 

47 

5.75 

0.77t 

23.5 

3.5 

9: 

WAYNE  HUMMER  GROWTH 

Growth 

50.3 

91 

No  load 

1.22 

28.9 

1 .9 

16^ 

WEITZ  VALUE 

Growth 

32.3 

38 

No  load 

1.49 

27.6 

2  3 

17( 

WELLESLEY  INCOME 

1  ncome 

1934.1 

89 

No  load 

0.45 

21 .5 

7.0 

'tA/EI  1  iKj<^Tmu  A 

TVcLLIPlU  1  Ur4  ^ 

Doiancea 

Jo  1  0.4 

'>A 
Oo 

INO  looo 

U.JO 

23  6 

5.0 

 — 

WESTCORE  BASIC  VALUE 

Growth  /  income 

1  10.9 

18 

4.50 

0.90 

31.1 

3.1 

3; 

WESTCORE  MIDCO  GROWTH 

Growth 

178.2 

128 

4.50 

0.78 

67.0 

2.0 

c 

WESTCORE  MODERN  VALUE  EQUITY  i 

Growth/income 

32.2 

57 

4.50 

0.84 

34.5 

2  6 

2' 

WESrWOOD  EQUITY  ;i ) 

Asset  allocation 

47  9 

7 

4.00 

1.26 

21.2 

3  4 

Uyil  11^  tA   Dl  A  ID  f^DfWAITU  CUADCC 

Growth 

9 1 .4 

45 

No  load 

n  oo 

44  4 

2.7 

c( 
Of 

WINDSOR  X 

Growth/ income 

7821 .9 

20 

No  lood^ 

0.37 

28.6 

4.5 

6' 

WINDSOR  11 

AVG 

Grov^h/ income 

3626.6 

55 

No  load 

0.52 

28.7 

4.0 

5i 

WINTHROP  FOCUS  GROWTH 

Growth 

52.7 

1 5 

4.00** 

1.34t 

28. 1 

1 .3 

17; 

WPG  GROWTH 

Small  company 

1 64.4 

39 

No  toad 

0.95 

56  8 

0.2 

WrV»  wKUWFn  &  INCOME 

(jrowth/ income 

42. 1 

d  1 

No  load 

1 .50 

40.7 

0.9 



WPG  TUDOR  -S 

Grov/th 

264,2 

63 

No  load 

1.07 

45.8 

1.1 

5i 

YAMAICHI  GLOBAL 

International 

62.0 

-5 

4.75 

1.72t 

14.2 

0.3 

ZWEIG  PRIORITY  SELECTION 

Growth 

59.7 

52 

5.50 

1.77t 

34.9 

0.9 

in 

ZWEIG  STRATEGY 

Growth 

367.3 

23 

5.50 

1.67t 

23.4 

2.0 

21( 

Includes  redempl'Oi  fee  "Incibdes  deferred  soles  charge.  1 1  2(b)-l  plan  in  effect.  JNot  currently  accepting  newoccounts  or  deposits.  §New  fund,  less  than  1  2  months'  total  return,  NA  =  Not  ovoilable,  MN  -  Not  meo 
1  Formeriy  Westv/ood  f  urd  [irim}  Forme'V  Grov/th  Industry  Shores. 
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TKEND 

ANA.YSiS 


PORTFOLIO  DATA 


RISK 


=  :  CaS- 


V?GcST  HOLDING 


RATIO 


COMPANY 


-0.4 
16.0 


Average  3  NA  American  Borrick  Resources  14 

Average  0  NA  Driefontein  Consolld.  Mines  8 

High  21  22  6  Triton  Energy  6 

Average  25  18.5  IBM  2 

lost  13  20.5  Rouse  3 


Very  high 
Very  high 
Average 


873-8637 

873-8637 

366-5465 

531-818 

531-818 


TX  512-523-2453 
TX  512-523-2453 
KS  913-236-2000 
TX  512-498-6505 
TX  512-498-6505 


Very  low  14  36.5  American  Barrick  Resources  7  Very  high  531-818 

Average  12  NA  Tesco  America  3  531-818 

Average  9  28.0  Carter-Wallace  5  Very  high  531-818 

Low  3  19.3  American  Home  Products  3  Average  531-818 

Very  low  -5  13.9  Texos  UHliHes  2  Ve-y  low  531-818 


TX  512-498-6505 
TX  512-498-6505 
TX  512-498-6505 
TX  512-498-6505 
TX  512-498-6505 


Low 
Very  high 
Very  high 
Average 

Low 


20 
2 
5 


16  5 
18.3 
26.2 
NA 
19.6 


Commonwealth  Edison 
Johnson  &  Johnson 
Syntex 

Woodward  Governor 


Very  low 
High 

High 


531-818 

323-8734 

323-8734 

323-8734 

323-8734 


TX  512-498-6505 
PA  215-643-2510 
PA  215-643-2510 
PA  215-643-2510 
PA  215-643-2510 


14  6 

13  7 

15.2 


Low 
Average 
Average 
Average 
Average 


21.0 
NA 
21.7 
17  7 
21.6 


ConAgro 
Akzo 

Home  Depot 

Merck 

Merck 


High 

Average 
Very  low 
Average 


233-1136 
233-1136 
223-0818 
223-0818 
223-0818 


•MA  617-451-1912 

MA  617-451-1912  \ 

NY  212-687-3965  | 

NY  212-687-3965  \ 

NY  212-687-3965 


7.6 


7.1 


Low  9  27.3  Wheelabralor  Group            3  High  223-0818  NY  212-687-3965 

Verylow  2  36.8  American  Barrick  Resources  1 0  Very  high  221-2220  NY  212-687-5201 

Very  low  -1  NA  American  Bomck  Resources    5  Very  high  221-2220  NY  212-687-5201 

Low  11  21.1  Royal  Dutch  Petroleum           4  Average  221-2220  NY  212-687-5201 

Averaae  3  19  3  Exxon  '  662-7447  PA  2 1 5-669-1 000 


10.6 
17.1 


Very  low  6  16.4  IBM  4 

Average  10  22.7  Fiserv  2 

Low  0  19.5  Exxon  3 

Verylow  3  20.7  Microsoft  1 

Low  0  15.1  British  TelecommunicaHors  3 


Average 
Averoge 


662-7447 
662-7447 
662-7447 
662-7447 
662-7447 


PA  215-669. 

PA  215-669. 

PA  215-669- 

PA  215-669- 

PA  215-669- 


1000 
1000 
1000 
1000 
1000 


9.3 


Low  1  NA  FuiiBank  3 

Average  4  1 6.6  Philip  Morris  3 

Low  1  18.7  Borr  Laboratories  1 

Low  6  16.0  Kerr-McGee  5 

Verylow  15  NA  De  Beers  Consolid.  Mines  5 


Average 

High 
Average 
Very  high 


662-7447 
662-7447 
662-7447 
662-7447 
662-7447 


PA  215-669- 
PA  215-669- 
PA  215-669. 
PA  215-669- 
PA  215-669- 


1000 
1000 
1000 
1000 

1000 


18.1 
16.9 

15.8 


Low 
Very  low 
Average 
Average 
Average 


11 
12 
2 
7 


23.1 
16.8 
NA 
22.3 
18.5 


Cibo-Geigy 
Windsor  II  Fund 
Hitachi 
FHLMC 
Pfizer 


5 
40 
2 
6 
2 


Low 
Very  low 

High 
Average 
Avei-age 


662-7447 
662-7447 
662-7447 
662-7447 
662-7447 


PA  215-669- 

PA  215-669- 

PA  215-669- 

PA  215-669- 

PA  215-669- 


1000 
1000 
1000 
1000 
1000 


18.5 


15.9 


Hign 
Very  low 
Very  low 

Low 

Low 


10 
5 

25 
4 
4 


20.2 
17.3 
20.5 
NA 
14  2 


Service  Merchandise 
IBM 

Illinois  Tool  Works 
FHLMC 

Southwestern  Bell 


Low 

Low 
Very  low 
Very  low 


348-4782 
421-0180 
621-4477 

662-7447 


DC  202-842-5665 
IL  312-431-1700 
NE  402-391-1980 
PA  215-669-1000 


16.2 


Low 
Average 
Average 
High 
High 


17.1 
16.6 
25.6 
17.4 
18.1 


Bristol-Myers  Squibb 
Seagram 
US  Surgical 
Wells  Forgo 
General  Electric 


Low 
High 


662-7447 
666-0367 
666-0367 
666-0367 
253-45  5  0 


PA  215-669-1000 
CO  303-623-2577 
CO  303-623-2577 
CO  303-623-2577 


14.9 
16.8 


10.1 


15.3 
17.8 


Low             10  25.7           Automatic  Data  Processing     4          Average           635-2886  IL  312-346-4830 

Low             19  17.9           USX-Morathon  Group           5            High             662-7447  PA  215-669-1000 

Low               9  15.8           American  Home  Products       3          Averoge           662-7447  PA  215-669-1000 

Low               1  21.1           FHLMC                              8            High             225-8011  NY  212-504-4000 

Averoge  7          26  6  Storage  Technology  3  Higi-  223-3332  NY  212-908-9582 


Average 
Average 
High 
High 
High 


7 
3 
2 
17 
27 


20.3 
26.7 
18.3 
24.3 
14.2 


Storage  Technology 
Merrill  Lynch 
General  Electric 
Chiquila  Brands  Intl. 
Central  &  Southwest 


High 
High 


223-3332 
223-3332 
257-0228 
444-2706 
444-2706 


NY  212-908-9582 
NY  212-908-9582 
NY  212-466^805 
NY  212-635-9800 
NY  212-635-9800 


See  pages  84-85  for  an  explanation  of  BW  Rating,  Trend  and  other  terms 
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e  Corporation 


STRATEGIES  I 


WESTINGHOUSE  GETS 
A  BIG  DOSE  OF  REALITY 


Even  as  it  cleans  up  its  finance  arm,  troubles  loom  elsewhere 


Ei 


Iven-  so  often.  Westinghouse  Elec- 
tric Coi-p.  finds  a  way  to  embarrass 
I  itself.  Back  in  the  1960s,  it  em- 
barked on  a  misguided  diversification 
into  everything  from  watchmaking  to 
low-income  housing.  In  the  1970s,  it  lost 
a  bundle  on  uranium  contracts,  then 
pleaded  guilty  to  bribing  a  former  Egy-p- 
tian  prime  minister  to  win  a  power-plant 
contract.  By  comparison,  the  1980s  were 
a  rousing  success — a  fact  not  lost  on 
Paul  E.  Lego.  At  his  first  session  with 
Wall  Street  analysts  as  chairman,  in  Oc- 
tober, 1990.  Lego  was  downright  ebul- 
lient as  he  reviewed  the  pre\ious  decade. 
Westinghouse  had  exceeded  all  its  goals. 
Lego  crowed,  with  double-digit  earnings 
growth  and  average  return  on  equit\'  of 
more  than  18^c.  "In  fact,  we  did  more 
than  we  said  we  would  do,"  he  said. 

Did  they  ever.  Even  as  he  addressed 
the  analysts.  Lego  was  sitting  on  a  pow- 
der keg  of  bad  loans  for  real  estate  and 
leveraged  buyouts  in  his  financial-ser- 
\ices  unit.  Westinghouse  Credit  Corp. 


.  Defense  contracts 

account  for  70%  of  sales,  so  defense  bud- 
get ax  will  cut  deep.  Long  haul  to  make  up 
lost  ground  in  commercial  electronics 
Est.  }991  revenues:  $3.2  billion 
Est.  199}  operating  prof  it:  $260  million 

-  „  _  _  i'-l-  - 1 1  Recession  squeezes  cyclical, 
slow-growth  electrical  component  busi- 
nesses. One  or  more  units  may  be  for  sole 
Est.  1991  revenues:  $3.1  billion 
Est.  1991  operating  prof  it:  $165  million 


Management  had  leaned  hea\ily  on  Wes- 
tinghouse Credit  for  growth  during  the 
1980s,  but  the  explosion  hit  within 
months  of  Lego's  taking  office,  rocking 
the  company  with  two  wTite-offs  totaling 
S2.7  billion.  Last  year,  Westinghouse 


posted  a  Si  billion  loss  (chart,  page  li 
Now,  the  company  is  holding  a  b 
sale  to  liquidate  much  of  Westinghcsf 
Credit's  S8.6  billion  in  assets.  It  is  s 
selling  a  handful  of  industrial  busin;= 
es.  On  Jan.  29,  the  board  sliced  the  qi 
terly  di\idend,  to  18g  from  35c,  to 
S240  million — a  move  Lego  vowed  s 
October  would  be  a  last  resort.  We?:r 
house's  battered  shares  have  c.::y.- 
live  points  this  vear,  to  around  li.  a-, 
falling  66%  since  1990. 
LONG  HAUL.  The  asset  sales  proo;. 
won't  spark  a  quick  turnaround,  ir.o-: 
'ingoing  weakness  at  Westinghcf 
Credit  will  continue  to  sap  cash.  "It 
take  three  to  five  years  or  longer  tol 
out  of  this  mess,"  says  a  former  'Vs 
tinghouse  senior  executive.  And  i:: 
decade-long  makeover,  the  S13  oi, 
parent  com^pany  is  saddled  with  a 
mature  industrial  businesses  that  prj 
bly  won't  grow  as  fast  as  manager 
vs'ould  like.  Lego  doesn't  dispute 
prosperir.-  is  a  long  way  off.  '"Ii 


AT  WESTINGHOUSi, 
REAL  ESTATE  WOES— 
AND  MORE 


ERVTROimiraiU.  SYSTEMS 


Est.  7     7  revem/es.- $1.25  billion 

/.-  $70  mill 


no  3uS,N£SS  WEEK/FEBRUARY  17.  1992 


be  the  end  of  1993  or  the  end  of  1994" 
"ore  Westinghouse  profits  are  grow- 
:  by  10/'  a  year  again,  he  says, 
lust  as  the  crisis  at  Westinghouse  is 
sting  the  bottom  line,  it  is  raising  se- 
us  questions  about  Lego's  leadership. 
J  upbeat  forecasts  have  fostered  dis- 
ief  on  Wall  Street.  As  late  as  last 
•ing,  he  was  predicting  only  a  slight 
nings  decline  for  the  year.  "His  credi- 
t}-  is  weakened"  by  such  rosy  predic- 
is,  says  Judy  A.  Meehan,  an  analyst 
,h  Parker/ Hunter  Inc.  Lego  argues 
,t  his  predictions  have  been  as  sound 
could  be  expected. 

Vithin  the  company,  many  view  the 
year-old  chairman  as  distant.  Rather 
,n  rallying  the  troops,  Westinghouse 
!cutives  say,  he  confers  in  his  office 
h  two  longtime  friends,  Eileen  P.  and 
thony  A.  Massaro  Jr.,  head  of  corpo- 
e  communications  and  environmental 
items,  respectively.  He  declines  to  see 
ny  senior  executives,  current  and  for- 
r  managers  say.  "Lego  has  circled 

wagons,"  says  one  retired  executive. 
?he  chairman  insists  he  gets  plenty  of 
dee,  much  of  it  from  investment 
ikers  at  Lazard  Freres  &  Co.  and 
jarson  Lehman  Brothers  Inc.  "You 
I't  turn  to  15  or  20  people  [within  the 
apany]  to  look  at  a  problem  that  is 
entially  oriented  at  the  financial-ser- 
es operation,"  Lego  says.  "You  look 

specific  advice  from  people  who  have 
icific  knowledge  in  this  area."  In  an 
ort  to  lift  morale,  though,  he  plans  a 
irlwind  visit  to  all  16  Westinghouse 
;rating  units  later  this  month. 
UFFLING  ASSETS.  To  many,  Westing- 
ise's  problems  are  a  classic  example 
pushing  for  short-term  gains  at  long- 
m  expense.  Worried  about  a  hostile 
;eover  in  the  early  1980s,  then-CEO 
uglas  D.  Danforth  started  an  over- 
il  of  Westinghouse's  far-flung  135  di- 
ions.  He  also  bought  back  20'^  of  the 
npany's  stock  and  jacked  up  divi- 
ids.  But  in  the  rush  to  woo  investors 
:h  ever-bigger  returns,  Danforth  and 

successor,  41-year  veteran  John  C. 
.rous,  seem  to  have  promised  too 
ich.  Quality  and  productivity  gains 
lid  widen  margins  only  so  far  in  such 
sinesses  as  power  plants,  garbage  in- 
erators,  military  guidance  systems, 
1  refrigeration  trucks. 
Po  achieve  its  ambitious  growth  tar- 
:s  in  the  1980s,  management  relied 
ivily  on  cash  gathered  by  shuffling 
sets.  From  1985  to  1990,  sales  of  more 
m  70  businesses — from  elevator  mak- 
1  to  a  7-Up  bottler — generated  $3.5  bil- 
1.  A  big  chunk  was  booked  as  re- 
aves and  "other"  income,  contributing 

average  of  more  than  30/^  of  total 
nual  operating  profits.  Meanwhile,  re- 
irch  and  development  and  capital 
;nding  slid  30%  from  the  peak  of  $1 
lion  in  1982.  Says  First  Boston  Corp. 


JANUS  RETIRES 
YEARLY  IRA  FEES! 

They  show  up  every  year  on  your  be  applied  to  aiiy  type  of  retirement 
retirement  account  statements.  A  lit-  program -IR-As,  SEPs,  profit  sharing 
tie  note  appears  under  the  heading  or  money  purchase  pension  plans, 
"Maintenance  Fee"  and  just  like  that.  and  Section  403(b)(7)  plans, 
a  part  of  what  you've  saved  all  year  The  Janus  Lifetime  IRA"^^'  is  a  great 
disappears  from  your  balance.  opportunity  if  you  have  been  think- 
But  with  a  Janus  Lifetime  IR^^'^'  ing  about  opening  a  new  IRA  or 
account,  you  pay  a  one-time  fee  of  transferring  an  e.xisting  one  to  Janus. 
$100  and  that's  it.  You'll  never  see  Send  for  your  enrollment  form  and  a 
another  maintenance  charge  as  long  as  prospectus  containing  more  com- 
you  keep  a  retirement  account  with  us.  plete  information  today.  And  put 

It's  an  excellent  long-term  value.  annual  retirement  account  mainte- 

And  the  Janus  Lifetime  IRA^'  fee  can  nance  fees  out  to  pasture  for  good. 

JANUS  FUNDS 

P.O.  Box  173375.  Denver.  CO  80217-3375 

1-800-525-8983  Ext.  607 


1 

I  Name   I 


YpC  ^  1  would  like  to  know  more  about  Janus  Funds  and  Janus  Lifetime  IRA^^^l 
'  Please  read  the  prospectus  carefully  before  you  invest  or  send  money. 


Address   City/State/Zip_ 


■ Check  fund  choice:  _l  Janus  Growth  &  Income  Fund  J  Janus  Worldwide  Fund  J  Janus  Fund  I 
J  Janus  Twentv'  Fund    _l  Janus  Flexible  Income  Fund    _l  Money  Market  Funds  I 


J  Janus  Intermediate  Government  Securities  Fund 
Send  to:  Janus  Funds,  P.O.  Box  173375.  Denver,  CO  80217-3375 
1-800-525-8983  E.xt.  607  BW 


PRESERVATION 

PLAN  ON  IT 

Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Gain  a  wealth  of  experience  and 
help  preserve  our  historic  and 
architectural  heritage,  loin  the 
National  Trust  for  Historic 
Preservation. 

Make  preservation  a  blueprint  for 
the  future. 

Write: 

National  Trust  for  Historic  Preservation 
Department  PA 
1785  Massachusetts  Ave.,  N.W. 
Washington,  D.C.  20036 
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How  To  Do 
Your  Taxes 
On  Your  PC 

1.  Gather  your  receipts. 

2.  Enter  them  inTurboTax. 

3.  Print,  sign  and  nfiail. 

It's  that  easy.  Ttiat's  why  TurboTax  is 
America's  best-selling  tax  software  -  over  6 
million  returns  filed  last  year.  TurboTax  asks 
you  simple  questions  and  guides  you  through 
the  answers.  Then  TurboTax  makes  the  tax 
calculations,  fills  out  all  the  forms,  and  prints 
your  ready  to  file  return. 


FREE  BONUS! 

Receive  the  Norton  Utilities'" 
--  America's  best-seiling  disi< 
^  J  ^  repair  and  data  recovery  program 
■W^'"''  (version  6.0  LTE,  excludes  N-DOS 
N^jjry,  and  DiskEdit  features). 
^  ^-<^  Yours  FREE  when  you  pay  for 
^i-'  TurtwTax  or  MaclnTax. 


'n'y  Americans  #1 
Tax  Software  FREE! 

We're  so  sure  you'll  love  being  in 
control  of  your  taxes,  we'll  send  you  Turbo- 
Tax for  a  FREE  trial  (pay  just  $8.50  shipping 
now).  Try  it  free  for  30  days,  and  if  you  don't 
like  it  for  any  reason,  just  send  it  back  and 
owe  nothing.  If  you  do  like  it,  you  won't  be 
charged  until  after  your  30-day  free  trial. 

Please  □  TurboTax  (IBM-compatible)  $69 
Choose:  □  jurboTax  for  Windows  $79 

□  MaclnTax  (for  Macintosh)  $79 
Have  credit  card  ready  for  shipping  charges. 
Call  now  for  your  FREE  trial  copy 


r  800-487-8297 


Ext. 
787 


From  the  pioneer  in  mutual  fund  indexing  ^ 


WHY  INFORMED 
INVESTORS  "INDEX 


Informed  investors  prefer  di- 
versified, relatively  predictable,  low- 
cost  investment  strategies.  And  index 
funds  (which  have  outperformed 
most  actively  managed  funds  over  the 
long  term*),  enjoy  all  three  benefits. 

Vanguard  Index  Trust  offers 
investors  two  portfolios: 

The  500  Portfolio,  which  tracks 
the  performance  of  the  S&P  500. 

The  Extended  Market  Port  folio, 
which  captures  the  performance  of 
medium  and  small  sized  companies  as 
tracked  by  the  Wilshire  4500  Index. 

Minimum  investment  in  this  no- 
load  fund  is  $3,000;  $500  for  IRAs. 

For  an  informative  booklet  on  the 
benefits  of  indexing,  call  or  write  for 
a  Vanguard  Kit  today 

*SEI  Funds  Evaluation  Services. 
Vanguard  Index  Trust  is  neither  sponsored 
by  nor  affiliated  with  Standard  &  Poor's 
Corporation  or  Wilshire  Associates. 
S&P  500  and  Wilshire  4500  are  unmanaged 
indices. 


Call  1-800'662'SHIP 

Any  Hour,  Any  Day  For  A  Free 
Indexing  Information  Kit 


Please  send  me  a  free 
booklet  plus  a  Vanguard 
Index  Trust  prospectus 
containing  more  com- 
plete information  on 
expenses  and  distribution 
charges.  I  will  read  it  care- 
fully before  I  invest  or  send 
money 

Also  send  information  on; 
□  IRA  (71)    DKeoghCyO).  \ 

Vanguard  Index  Trust 
PO.  Box  2800 

Valley  Forge,  Pennsylvania  19482 

Name  


Address . 
City  

Zip  

(4(ir 


-State. 


-Phone. 


TH^an^iuardGROUP 

*^OF  INVESTMENT  COMPANIES 


analy.st  Martin  A.  Sankey:  "For  most  o 
the  1980s,  Westinghouse  strategy  wa 
running  a  slow  liquidation." 

Things  were  anything  but  slow  ove 
at  Westinghouse  Credit,  though.  In  198( 
the  parent  decided  to  remake  its  finai 
cial-services  unit  into  a  reliable  cash  pn 
ducer  to  offset  cycles  in  Westinghouse' 
other  operations.  It  pulled  financial  se 
vices  out  of  low-margin  consumer  ]en( 
ing  and  focused  on  risky,  high-retur 
real  estate  and  investment  banking 
Soon  after  becoming  chairman  in  earl 
1988,  Marous  directed  the  credit  arm  t 
report  directly  to  him.  He  leaned  hard  o 
its  new  chairman,  William  A.  Powe,  t 
keep  pumping  out  its  20%  annual  rev 
nue  growth,  say  current  and  form* 
Westinghouse  executives.  They  believ 
Marous  was  overeager  to  put  his  stam 
on  the  company  in  the  2V2  years  befoi 
his  mandatory  retirement.  He  denies  th 


BIG  STUMBLE 


WESTINGHOUSE'S 
NET  EARNINGS 
OR  LOSS  — 


■8;  '88  '89  '90  '91 
▲  BILLIONS  OF  DOLURS 

DAW:  COMPANY  RfPORTS,  BW  ESTIMAIES 


suggestion  and  says  he  was  simp 
working  toward  long-established  goals 
Supersalesman  Powe  was  the  man  f( 
the  job.  As  head  of  real  estate  from  19^ 
to  1988,  he  had  built  the  portfolio  fro 
$600  million  to  a  prodigious  $2.6  billio 
much  of  it  by  financing  hotels  and  apai 
ments.  When  the  building  boom  fizzle 
Powe  tried  leveraged  buyouts,  pourir 
billions  into  takeovers  such  as  the  no^ 
bankrupt  Hills  Department  Stores  In 
His  moves  had  the  desired  effect:  Crec 
Corp.  became  a  cash  cow,  producir 
more  than  l&7<  of  the  parent's  profits 
OPTIMISTS.  But  big  trouble  was  bre^ 
ing.  Lego — then  Westinghouse's  prei 
dent  and  a  Westinghouse  Credit  boai 
member — shared  Powe's  overly  optimi 
tic  view  that  Credit  could  nurse  the  si( 
portfolio  without  taking  a  big  hit.  Othe 
in  the  organization  saw  it  differently.  " 
was  so  bad  that  two  years  ago,  ev( 
guys  in  the  mail  room  were  asking  wh( 
there  would  be  a  write-off,"  jokes  a  fc 
mer  Westinghouse  financial-services  e 
ecutive.  Should  Lego  have  known  ho 
severe  the  problems  were?  "The  oper 
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"Simpson  Strong-Tie'  is  the 
world's  leading  supplier  of 
steel  timber  connectors. ..and 
we  traditionally  market  our 
products  through  a  network  of 
dealers  to  engineers,  architects 
and  contractors." 

"But  when  we  decided  to 
get  into  the  home  center  market, 
we  realized  we'd  have  to  start 
bar  coding  our  products.  That 
meant  printing  over  400  million 
labels  per  year." 

"After  hearing  a  speaker 
from  Monarch  at  a  bar  coding 
seminar,  I  flew  to  their  home 
office.  They  brought  all  the 
right  people  and  all  the  right 
solutions  to  the  table. ..the 
printers,  the  applicators, 
the  labels  and  a  complete 
knowledge  of  bar  coding... 
all  from  a  single  vendor." 

"We  started  working  with 
Monarch  in  March,  and  by 
September  we  had  bar  coded 
product  on  the  shelves  of 
home  centers.  It's  already  an 
important  part  of  our  business!" 

"We  couldn't  have  done  it 
without  the  help  of  Monarch. 
They  continue  to  give  us  the 
care  and  attention  we  need." 

At  Monarch  Marking  Systems, 
a  Pitney  Bowes  Company, 
customer  satisfaction  is  a 
commitment  that's  at  the  very 
fiber  of  our  business.  It  shapes 
the  attitudes  and  actions  of  our 
people.  And  it's  reflected  in  the 
quality  and  reliability  of  our 
products.  What's  more,  we 
back  it  up  with  our  Customer 
Satisfaction  Guarantee^"'  For 
more  information,  call  1-800- 
MR  BOWES  ext.  4501. 


"Monarch  solved  our  bar  coding 
problems... we  couldn't  have 
entered  the  home  ^ 

center  market   a\f^o^ 

without  them." 


Steve  Eberhard 
M.I.S.  Director 

Simpson  Strong-Tie®  Company,  Inc. 
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code 


WHEN  OVER  75,000  LIVES 
ARE  ON  THE  LINE 


When  life  or  death  is  just  a  breath  -  or  a  phone  call  -  away,  you  don't  pick  an  ordinary  phone  system. 
You  pick  one  that's  based  on  the  simple  design  premise  that  ////  culls  am  get  through! 
But  Fujitsu's  non-blocking  architecture  wasn't  the  only  reason  that  New  England's  newest  medical  center  - 
the  $218-million  DartmoutTi  Hitchcock  Medical  Center  (DHMC)  -  selected  their  F9600  digital  PBX  to  take  it  into  the 
2  1st  century.  DHMC  also  wanted  a  system  that  was  compatible  with  their  existing  phones.  A  system  that  transmitted 
voice,  data,  hi.x  and  video  images  to  4,700  terminals  over  a  seven-mile  network  of  fiber  optic  cable. 
And  a  support  team  committed  to  Integrated  Sei-vices  Digital  Network  (ISDN)  applications. 
The  answer  was  Fujitsu,  a  $2  1 -billion  global  telecommunications  and  computer  leader  serving  over  100  countries. 
To  see  what  answers  the  F9600  has  for  you,  call  1-800-553-3263. 


The  F9600  Digital  Telephone  Irom  Fu|itsu.  a  $21 -billion 
global  lelecommunicalions  leader  serving  over  100  countries 


Fufrsu 


Si 
If 
bi 
ii 
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It 
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I  he  global  computer  &  coiiimunicjtions  company. 


ns  didn't  report  to  me,"  he  says. 
When  Lego  finally  brought  in  Lazard 
eres  in  late  1990,  management  took  a 
iservative  course.  On  Feb.  27,  1991, 
,er  the  board  had  awarded  senior  man- 
ement  its  1990  bonuses  based  on  what 
iked  like  record  earnings,  Westing- 
use  announced  a  $975  million  write- 
",  about  half  from  real  estate.  The  di- 
;tors,  who  declined  to  comment,  kept 
)  bonuses  intact.  Then  in  October, 
:h  its  credit  ratings  under  pressure 
i  the  economy  sinking,  Westinghouse 
'ealed  the  shocking  second  charge: 
7  billion.  Powe,  no  longer  at  the  com- 
ly,  couldn't  be  reached  for  comment. 
VIore  write-offs  could  lie  ahead.  The 
ancial-services  debacle  and  the  reces- 
n  are  proving  that  Westinghouse's 
sinesses  are  not  the  countercyclical 
K  management  wanted.  Even  without 
'.  financial-services  unit's  $1  billion 


'It  was  so  bad  that 
;ven  guys  in  the  mailroom 
were  asking  when  there 
would  be  a  write-off 


s,  operating  earnings  for  the  compa- 
s  other  business  groups  fell  by  one- 
rd  last  year.  Analysts  forecast  a 
^ht  rebound  this  year  if  the  economy 
ks  up,  but  "Westinghouse  doesn't 
/e  the  horses  to  get  through  a  reces- 
n"  with  10%  earnings  gains,  says 
iholas  P.  Heymann,  an  analyst  at 
unty  NatWest  Securities. 
WNSiziNG.  At  least  Lego  promises 
-  to  pump  up  earnings  with  asset 
es  anymore.  "That's  a  deliberate  stra- 
;ic  change,"  he  says,  adding  that  he 
5  no  interest  in  "onetime  events  that 
ate  no  future  cash  stream."  But  he 
1  try  to  buy  some  breathing  room  by 
htening  Credit's  portfolio — where  he 
1.  Some  of  the  real  estate  assets  may 
:  be  easy  to  unload.  In  late  1990,  Wes- 
ghouse  sold  its  Holiday  Inn  Crowne 
Lza  in  Kansas  City,  Mo.,  only  to  have 
'  buyers  default  and  toss  the  property 
;k  to  Westinghouse  this  year, 
jven  if  he  could.  Lego  doesn't  neces- 
•ily  want  to  get  rid  of  the  whole  Cred- 
unit.  "We'll  continue  to  downsize  fi- 
icial  services  until  it  can  sustain  its 
n  debt,"  he  says.  "When  that  hap- 
is,  we  will  make  a  decision  to  down- 
3  further,  operate  the  business,  or 
t  it."  After  what  it  has  done  to  the 
npany's  bottom  line,  many  Westing- 
ise  managers  would  probably  vote  for 
latter. 

By  Michael  Schroeder  in  Pittsburgh 


SMAUrGOMMNY 


^1 


T.Rowe  Price  New  Horizons  Fund  is  America's  largest  fund  investing  in 
small,  dynamic  growth  companies.  Because  small  companies  can  adapt 
quickly  to  changing  conditions,  they  can  increase  earnings  faster  than 
large  companies.  The  premium  placed  on  small  companies 
for  their  ability  to  grow  quickly      V-^,^—,^,^,  sT 

remains  relatively  low,  despite       '    -  •   

strong  performance  in  1991. 
Our  free  guide  tells  you  how 
small  companies  can  help  you 
achieve  your  long-term  goals. 
$2,500  minimum  ($1,000  for 
IRAs).  No  sales  charges. 


Call  24  iiours  for  a  free  guide 
Investing  In 
Emerging  GrowUt  Stoclfs 

1.800-541-7885 


Baltimore,  MD  21202 
Send  a  free  guide,  Investing  In 
Emerging  Growth  Stocks,  and  a 
prospectus  with  more  complete 
information,  mcluding  manage- 
ment fees  and  other  charges  and 
expenses,  1  will  read  the  prospec- 
tus carefully  before  1  invest  or 
send  money 


IN 

EMERG/NG  ' 
GROWTH 
STOCKS 


Name 


Address 


City/State/Zip 


NHF014623 


Invest  With  Confidence 

TRowelVice 


Past  performance  cannot  guarantee  future  results.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor 


One  call  to  The  Lighthouse  can  improve 
your  family's  looks. 

Prescription  lenses  aren't  enough  for  some  vision  problems.  You  can  improve  your  sight  with 
ways  you  never  knew  existed.  Call  the  Lighthouse  National  Center  for  Vision  and  Aging. 


Call  1-800-334-5497  ^  THE  LIGHTHOUSE  INC. 


iDRPORATION 


BUSINESS  WEEK/FEBRUARY  17,  1992  IIS 


U£ 


e  Corporation 


STRATEGIES  I 


GOO  VIBRATIONS:  AMERMAN  THINKS  GAK,  MATTEL'S  SPLATTERY  STUFF,  WILL  BE  A  HIT  WITH  THE  BOYS 


MATTEL:  LOOKING  FOR 
A  FEW  GOOD  BOY  TOYS 


Barbie  is  still  belle  of  the  ball,  but  she  can't  fuel  growth  by  herself 


Over  the  past  33  years,  the  5- 
ounce,  liy2-inch  fashion  plate 
known  as  Barbie  has  been  the 
perfect  daughter  for  parent  Mattel  Inc. 
Decked  out  in  the  latest  styles,  the  but- 
ton-nosed best-seller  has  carried  Mattel 
through  thick  and  thin — mainly  with  a 
mute  smile  on  her  face.  But  this  month, 
she'll  speak  again  for  the  first  time  since 
1969,  when  a  pull-string  Talking  Barbie 
went  off  the  market.  A  sampling  of  her 
conversation:  "Hi,  wanna  get  a  pizza?" 
and  "You  look  really  cool!" 

Mattel  has  big  hopes  for  Barbie's 
small  talk.  The  El  Segundo  (Calif.)  toy 
company  gets  roughly  half  of  its  $1.6 
billion  in  annual  sales  from  Barbie,  boy- 
friend Ken,  and  their  plastic  playmates. 
If  Barbie  fans  like  her  new  Valley  Girl- 
on-a-chip  accent,  sales  for  the  world's 
oldest  teenager  should  approach  $1  bil- 
lion by  1994,  says  John  Taylor,  an  ana- 
lyst with  L.  H.  Alton  &  Co.' 

But  even  as  they  celebrate,  Mattel  ex- 
ecutives are  jumpy.  When  the  toy  indus- 
try gathers  in  New  York  on  Feb.  10  for 
its  annual  American  International  Toy 
Fair,  Barbie's  first  words  will  be  accom- 
panied by  an  even  more  ambitious  push 


into  a  market  where  Mattel  traditionally 
has  been  weak:  toys  for  boys.  David  M. 
Mauer,  brought  in  just  over  a  year  ago 
as  co-president  of  Mattel  USA,  made  his 
mark  at  Kenner  Parker  Toys  by  develop- 
ing a  winning  series  of  action  toys  based 
on  the  Ghostbusters  and  Star  Wars 
movies.  Since  joining  Mattel,  Mauer  has 
cooked  up  a  host  of  new  products,  in- 
cluding Bruno  the  Bad  Dog,  a  toy  truck 
that  transforms  into  a  ferocious  barking 
canine.  "My  mission,"  Mauer  declares, 
"is  testosterone." 
POWER  FAILURE.  Mattel 
knows  it  can't  count  for- 
ever on  Barbie's  magic 
charm  to  keep  sales 
growing  at  a  17%  annual 
pace.  Last  year,  it  tried 
to  add  to  its  toy  chest 
with  a  bid  for 
Tonka  Corp.  but 
lost  out  to  archrival 
Hasbro  Inc.,  the  na-  _ 
tion's  largest  toy- 
maker.  Now,  Mattel 
wants  to  broaden  its 
product  line  from  within. 
It  also  plans  to  market 


other  new  lines  acquired  in 
flurry  of  small  acquisitions 
and  it  has  set  up  licensinj 
agreements  with  Walt  Disne 
Co.  and  the  Nickelodeon  cabU 
TV  channel. 

Still,  two  previous  attempt 
by  Mattel  to  broaden  beyon 
Barbie  ended  badly.  In  1983, 
falloff  in  video  game  sale 
forced  it  to  take  a  $421  millio 
charge,  and  the  company  flirte 
with  bankruptcy.  Four  year 
later,  it  lost  $113  million  whe 
kids  suddenly  grew  tired  of  it 
Masters  of  the  Universe  an 
Captain  Power  toys. 

The  man  who  saved  the  da 
was  John  W.  Amerman,  an  i: 
year  Mattel  veteran  who  b( 
came  chairman  in  1987.  Thank 
to  a  careful  nurturing  of  th 
Barbie  line  and  expansion  ovei 
seas,  Mattel's  earnings  hav 
grown  at  a  41%  average  annus 
clip  since  1988.  Overseas  sale 
now  comprise  50%  of  Mattel' 
total— up  from  20%  in  198( 
And  analysts  figure  that  Mattel's  199 
earnings  were  up  about  30%,  to  $11 
million  (chart),  despite  the  worst  Chris 
mas  for  retailers  in  years. 
INTO  LEATHER.  Sales  of  Barbie  alon 
have  almost  doubled  in  four  years.  A 
though  the  doll  has  been  a  winner  sine 
her  debut  in  1959,  Amerman  deduced 
few  years  ago  that  Barbie  was  unde 
marketed.  He  and  Jill  E.  Barad,  co-pres 
dent  and  head  of  the  girls'  toys  divisioi 
started  pushing  for  growth  in  Eurof 
and  Latin  America  by  boosting  Mattel 
ad  spending  and  expanding  its  sak 
force.  They  also  broadened  Barbie's  a 
peal  by  dressing  her  in  everything  fro: 
business  suits  to  leather  miniskirt 
"Barbie  has  turned  into  the  No.  1  fra: 
chise  in  the  toy  business  today,"  saj 
David  S.  Leibowitz,  an  analyst  wit 
American  Securities  Corp. 

Even  so,  Amerman  felt  it  was  time  i 
make  a  stronger  bid  f( 
boys.  Besides  Bruno,  Matt 
will  offer  boys  actic 
figures  based  on  tl 
film  Hook  and  TV 
American  Gladiator 
as  well  as  brightly  cc 
ored  baseball  bat 
gloves,  and  balls.  Th( 
there  is  Gak,  a  goo( 
substance  that  stretche 
oozes,  and  splatters  ( 
the  wall. 

The  boys'  products  ai 
hardly  the  only  new  to] 
Mattel  has  up  its  sleev 
The  toymaker's  larg 
doll  business,  which  hm 
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Who  can  improve 
your  employee  benefits 
without  increasing  costs? 


RETIREMENT  PLANNING? 
A  TEMPLETON 

IRA 

OFFERS  YOU: 


►  An  inresniicni  ihat  accumulates 
tax  cief erred. 

►  Global  incestnwiv  opponiiniiies. 

►  Over  three  decades  of  portfolio 

nianacjenwnt  experience. 


etoii 

■.^^^o^  sense  appro ACn 

TO  LONG  TERK1  GOALS 


1-800-325-9950  Ext.  185 


Vou  \mII  receive  a  rree  prospectus  comaining  more  complete  informanon.  including  all  charges  and  exoenses- 


THE  COS  t 
AND  EFFECTS 


CHOLESTEROL 

Bill  Cosby  knows  how  high  blood  cholesterol  can 
lead  to  heart  disease.  He  also  knows  how  changes  can 
help  turn  the  problem  around.  To  leam  more,  contact 
the  American  Heart  Association.  7320  Greenville  Ave 
Box  15.  Dallas.  TX  75231. 

You  can  help  prevent  heart  disease 
We  can  tell  you  hou: 


American  Heart  Association 


UNUM. 

That's  who 


►  UNUM.  You  enhance  your  benefits  package 
with  comprehensive  employee-paid  plans. 

►  UNUM.  You  receive  superior  service  from 
a  vast  network  of  benefits  specialists. 

►  UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


You  can  coufit  on  what  we  know. 

UNUM  Life  Insurance  Company  of  America,  Portland,  Maine  04122 
(All  states  except  New  York) 

First  UNUM  Life  Insurance  Company,  Tarrytowii,  New  York  10591 

(New  York  state  only) 

©  1992  UNUM  Corporation 


1-800-634-8026 


-inance 


SECURITIES  FIRMS  I 


RESCUING  SAIOMON  WAS  ONE 
THING,  BUT  RUNNING  IT... 


Critics  blame  Warren  Buffett  for  a  series  of  mistakes  that  are  hurting  the  firm's  perfomiance 


0  question  about  it.  Warren  E. 
Buffett  saved  Salomon.  When 
the  Feds  collared  Salomon  Inc. 
last  August  for  submitting  false  Trea- 
sury auction  bids.  Buffett.  the  firm's 
largest  shareholder  with  S700  million  in 
stock,  promptly  replaced  John  H.  Gut- 
freund  as  chief  executive  and  chairman. 
He  held  candid  press  conferences,  wooed 
congressmen  with  folksy  mea  culpas, 
threw  open  the  firm's  doors  to  federal 
investigators,  and,  more  than  an>-thing, 
restored  the  confidence  of  regulators, 
shareholders,  and  employees. 

But  rescuing  Salomon  is  a  cakewalk 
compared  with  actually  running  it.  Six 
months  later,  the  reign  of  the  Wizard  of 
Omaha  seems  anything  but  magical.  Sal- 
omon's undenvriting  business  has  plum- 
meted (chait).  From  Januarv  through 
July,  1991,  the  firm  had  a  10.1'^^  share  of 
the  market.  Since  then,  its  share  has 
dropped  to  6.6'~f.  While  major  competi- 
tors racked  up  big  gains  during  Wall 
Street's  hot  fourth  quarter.  Salomon  is 
expected  to  report  a  S30  million  loss. 
Desultory  morale  has  helped  precipitate 
an  exodus  of  high-level  employees. 
"Chapter  one  is  over,  and  chapter  two  is 
real  tough,"  says  Alan  Johnson,  an  exec- 
utive recruiter  with  GKR  International. 
RISK-AVERSE?  Underlying  these  events 
is  a  strategy-  that  the  firm's  critics, 
mainly  current  and  recently  departed  ex- 
ecutives who  declined  to  be  quoted  by 
name,  see  as  both  confusing  and  ill-ad- 


vised. At  a  time  when  most  major  firms 
are  expanding  the  range  of  services  they 
offer  clients,  Salomon  appears  to  be  nar- 
rowing its  focus,  especially  in  equities 
and  investment  banking.  While  most  ma- 
jor firms  view  risk-taking  as  crucial  to 
staying  competitive,  Salomon  seems  to 
be  becoming  increasingly  risk-averse. 

Salomon's  top  executives,  who  decline 
to  be  quoted  by  name,  deny  that  the 
firm  is  changing  its  strategy-  or  scaling 
back  equities  or  investment  banking. 
"Through  no  fault  of  their  own,  both 
areas  were  hit  hard  by  the  events  of 
last  year,  and  it  will  take  time  to 
restore  them  fully,"  Buffett  said  in 
a  Jan.  28  speech.  "But  it  will  be 
done." 

Much  of  the  criticism  of  Salo- 
mon's management  focuses  on 
Buffett,  who  gives  great  auton- 
omy to  heads  of  companies  in 
which  he  invests  and  who  has 
had  little  experience  as  a 
hands-on    manager.  Al- 
though he  spent  much  of  his 
time  at  Salomon's  New  York 
headquarters  last  summer,  he 
currently  runs  the  company 
from  Omaha,  where  Berkshire 
Hathaway  Inc..  his  investment 
vehicle,  is  located.  He  keeps  in 
close  touch  with  Salomon  execu 
tives  by  phone.  But  he  is 
in  New  '\'ork  only 
about  one 


day  a  week  and  hasn't  attended  reguls 
partners'  meetings  since  last  Augus 
"We  have  telephones  in  Omaha,  just  111 
New  York,"  says  T.  Verne  McKenzi 
secretary  of  Berkshii-e  Hathaway.  A  s 
nior  Salomon  official  says  the  fir 
"dominates  Buffett's  thinking  and  w 
until  we  get  it  settled." 

Still,  Buffett  leaves  the  day-to-day  o 
erations  to  his  designated  successo 
Deryck  C.  Maughan,  the  chief  operatic 
officer.  The  44-vear-old's  credentia 


BUfFETrS  CHALLENGES 

SwATEGY  Firm  lacks  clear  direction.  Has  given  mixed  signals 
dficomfhitment  to  investment  banking  and  equities 

EMPIOYIE  OEFECriONS  Uncertain  leadership  at  the  top, 
rnondgerrient  reshuffling,  compensation  cuts,  and  stigma  from 
sc^^ll  hdve  made  it  hard  to  keep  key  employees 

COMraiSATION  Polic^inconsistent.  Firm  cut  compensation 
;\,$V10  mlifioOj  then  hiked;  pay  when  key  employees  left 

^IMAGEIIIEIIT  ceo  Bv0eU  already  spending  less  time  at 
SplaiBon's  ISew  York  heai^uarters.  But  designated  successor 
•tV  C:  Maughan  still  ne^s  Buffett's  help 
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n  perfect  for  the  job:  He  is  squeaky 
n,  has  a  successful  record,  and  is 

regarded.  A  British  citizen,  he  even 
ed  a  stint  in  the  British  Treasury, 
t  recently,  he  headed  Salomon's 
ily  profitable  Tokyo  office,  having 

good  fortune  to  be  thousands  of 
s  away  from  the  scandal-tainted 
1  department.  But  several  former  ex- 
ives  say  he  is  a  low-profile  individual 

is  a  far  cry  from  Gutfreund,  a  pow- 
1  personality  who  used  fear  and  ma- 
mo  to  dominate  Salomon's  en- 
ched  fiefdoms. 

DING  DOWN.  Maughan  has  been  un- 
to arrest  the  perception  that  Salo- 
;'s  strategies  are  floundering.  In  the 
28  speech,  Buffett  said  reducing  the 
I's  commitment  to  investment  bank- 
and  equities  was  "unthinkable."  And 
mon  plans  to  hire  35  equity  profes- 
als.  But  the  belief  is  widespread  that 
firm  is  returning  to  its  roots  as  a 
i  house.  Late  last  year,  Maughan 
employees  that  the  profitability  of 
•ties  and  investment  banking  was 
id.  The  firm  forced  out  its  well-re- 
led  head  of  equities,  Stanley  B. 
pkorn.  And  it  packed  Salomon  Broth- 
executive  committee  with  bond 
fs,  seemingly  reduc- 
the  clout  of  the 
ities  and  in- 
ment  bank- 


'You  are  dealing  with  a 

morale  issue  that  is 
extremely  important  to 
holding  the  firm  together' 


ing  representatives.  "Some  signals  indi- 
cate they're  backing  away  from  the 
equities  business,  but  their  public  pos- 
ture is  they're  staying  in.  I'm  confused," 
says  John  Keefe,  an  analyst  with  Lipper 
Analytical  Securities  Corp. 

Buffett  also  seems  intent  on  cutting 
Salomon's  risk  profile.  In  a  recent 
speech  to  employees,  Maughan  said  that 
before  last  August,  there  seemed  to  be 
"no  limit  on  the  balance  sheet.  That  has 
changed.  It's  a  finite  balance  sheet." 
Bruce  C.  Hackett,  Salomon  Brothers' 
new  equity  chief,  says  the  department  is 
shifting  from  trading  for  its  own  ac- 
count to  customer  trading  and  has  dis- 
banded a  large  proprietary  equity  hedge 
fund.  "There  are  no  restrictions  on  our 
desk  in  terms  of  committing  capital  but 
to  do  it  intelligently,"  says  Hackett. 
Former  Salomon  executives  say  less 
willingness  to  take  risks  is  costing 
the  firm  business.  Shopkorn,  for 
instance,  often  used  the  firm's 
capital  to  handle  large  blocks  of 
stock  for  big  customers.  That 
helped  build  close  client  rela- 
tionships that  brought  in  a  lot 
of  other  business.  Now,  "in- 
stead of  going  out  and  bidding 
on,  say,  100,000  shares,  they'll 
take  on  10,000  shares,"  says  one 
investment  manager.  "It  will 
mean  a  real  pullback." 

Equally  ill-advised  has  been 
Buffett's  widely  publicized  cam- 
paign against  Salomon's  salary 
structure,  which  has  backfired.  Sal- 
omon shareholders  rejoiced  when 
Buffett  stated  in  newspaper  ads  that 
he  was  slashing  compensation  by  $110 
million  in  the  third  quarter  of  1991. 
What  better  way  to  boost  earn- 


ings than  by  reining  in  overpaid  Wall 
Streeters?  And  if  they  left,  so  be  it,  Buf- 
fett said. 

But  the  Wizard  miscalculated.  A  get- 
tough  strategy  may  have  worked  in  a 
poor  market  when  employees  had  no- 
where else  to  go.  But  the  Street  is  boom- 
ing. While  Salomon  sliced  most  employ- 
ees' compensation  some  20%  to  30%, 
Salomon's  competitors  were  handing  out 
equivalent  raises.  The  resulting  defec- 
tions have  included  high-profile  sales- 
people and  traders;  senior  staff  in  pri- 
vate placements,  high  yield,  over-the- 
counter,  and  block  trading;  key  individ- 
uals in  Salomon's  London  office;  and 
several  research  analysts,  including 
Thomas  H.  Hanley,  who  helped  expand 
the  firm's  bank  underwriting  business. 
BONUSES  BACK.  Startled  by  the  depar- 
tures, the  firm  has  backed  away  from 
the  policy.  Salomon  restored  compensa- 
tion to  pre-1991  levels  and  has  cut  spe- 
cial deals  guaranteeing  bonuses  to  a  se- 
lect few  equity  analysts,  a  highly 
criticized  Wall  Street  practice.  "It's  a 
sign  of  desperation,"  says  recruiter  Alan 
Johnson.  And  in  a  further  sign  that  Salo- 
mon is  locking  itself  into  a  potentially 
costly  compensation  structure,  Maughan 
rolled  out  a  new  companywide  pay  sys- 
tem in  late  January  that  guarantees  all 
employees  a  minimum  bonus  in  1992. 

This  could  stem  more  departures. 
More  broadly,  Buffett  and  Maughan  are 
trying  to  dispel  a  deepening  disillusion- 
ment about  the  firm's  direction.  "There's 
a  question  of  leadership  and  trust,"  says 
one  employee.  Adds  Joan  Zimmerman,  a 
recruiter  with  G.  Z.  Stephens:  "You  are 
dealing  with  a  morale  issue  that  is  ex- 
tremely important  to  holding  the  firm 
together.  If  you  have  crushed  morale  in 
one  or  two  departments,  you're  very 
vulnerable." 

For  all  its  troubles,  Salomon  remains  a 
top-tier  firm  along  with  Goldman  Sachs, 
Merrill  Lynch,  and  Morgan  Stanley.  But 
keeping  that  position  may  well  require 
another  act  of  magic  from  the  Wizard  of 
Omaha. 

By  Leah  Nathcnis  Spiro  in  New  York, 
with  Riehnrd  A.  Melcher  in  London 
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REAL  ESTATE! 


THE  STURDY  HOUSE  THAT 
KAUFMAN  &  BROAD  BUILT 


Amid  the  slump,  it  cut  prices,  boosted  advertising — aiid  prospered 


ruce  Karatz  isn't  about  to  let  any- 
I  thing  get  in  the  way  of  selling 
homes.  Not  California's  worst 
postwar  real  estate  slump.  Not  the  dis- 
appearance of  hundreds  of  savings  and 
loans  that  once  financed  the  state's 
builders.  And  certainly  not  a  menacing 
pair  of  medieval-style  crossed  swords 
hanging  over  the  fireplace  of  a  poor- 
selling  model  in  a  new-home  develop- 
ment in  Oxnard.  The  morning  after  he 
visited  the  site,  Karatz,  chief  executive 
of  Kaufman  &  Broad  Home  Corp.,  axed 
the  Gothic  decor. 

Karatz'  quick  reflexes,  which  made 
his  company  a  rare  success  story  in  the 
housing  downturn,  could  make  it  an 
even  bigger  winner  in  coming  years,  es- 
pecially if  President  Bush's  proposed  tax 
breaks  for  first-time  buyers  are  enacted 
(page  37). 

KifcB  has  thrived  amid  adversity.  Single- 
family  home  starts  nationally  dij)ped  6'  > , 
to  a  postwar  low  of  841, HOO,  last  year.  In 
California,  K&b's  primary  market,  starts 
slumped  29'^.  Yet  Karatz  found  a  deft 
survival  strategy:  Slash  costs,  sell  off 
higher-cost  properties,  and  focus  on 
starter  homes — the  housing  market's 
only  speck  of  light. 

K&B  knows  about  first-timers.  It  has 
an  aggressive  television  advertising 
campaign  aimed  at  them.  And  an  ag- 
gressive pricing  policy.  Karatz  has 
knocked  down  K&B's  average  California 
home  price  to  just  under  $160,000,  from 
$196,600  in  1990,  well  below  the  state's 
cui'rent  $200,000  average. 
READY  FOR  RECOVERY.  Such  attention  to 
marketing  helped  to  more  than  quadru- 
ple K&b's  profits  in  the  fourth  quarter  of 
1991,  to  $13.1  million.  Buoyed  by  low 
interest  rates  and  the  big  ad  push,  Janu- 
ary sales  jumped  49?^  from  a  year  earli- 
er. The  top  seller  in  fast-growing  Cali- 
fornia since  1985,  K&B  has  increased  its 
market  share  to  4%  of  the  state's  new 
single-family  homes,  from  2.1%  a  year 
ago,  positioning  itself  for  an  economic 
rebound.  It  is  selling  homes  in  40  new 
developments  and  will  open  20  more  sub- 
divisions by  April. 

No  wonder  Wall  Street  likes  its  stock, 
which  has  outstripped  most  other  hous- 
ing-industry issues  lately  (chart),  k&b's 
shc'res  have  doubled  in  value  since  Au- 


gust and  are  trading  at  24 '/2  on  the  New 
York  Stock  Exchange.  And  the  compa- 
ny's 14.9'/;  return  on  equity  ranks  it 
among  the  cream  of  the  nation's  home- 
builders.  With  earnings  picking  up,  Op- 
penheimer  &  Co.  analyst  Barbara  Allen 
figures  K&B  will  boost  its  return  on  equi- 


ty  to  29.5' '  this  year.  A  few  other  large, 
publicly  traded  residential  builders,  such 
as  Centex  Corp.  in  Dallas  and  Pennsyl- 
vania's Toll  Brothers  Inc.,  are  increasing 
market  share,  too.  Yet  their  good  for- 
tune comes  at  the  expense  of  hundreds 
of  small  builders  that  have  gone  bust  in 
the  recession.  Other  vic- 
tims are  large  players 
that  had  too  much  debt, 
such  as  U.  S.  Home 
Corp.,  which  filed  for 
bankruptcy  last  year. 

In  addition  to  market 
savvy,  Karatz'  success 
stems  from  ready  cash. 
Other  builders  would 
like  to  jump  into  his  en- 
try-level niche.  But 
most  can't  get  the  fi- 
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KAUFMAN  &  BROAD'S 
STOCK  SOARS 

225 


150  -  KAUFMAN  &  BROAD 


HOMEBUILDERS  GROUP 


RELATIVE  STOCK  PERFORMANCE 
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nancing  now  that  banks  and  thrifts  ha- 
backed  away  from  most  real  estate  leu 
ing.  K&B  relies  on  long-standing  bai 
lines  of  credit,  aided  by  its  solid  tra^ 
record  and  clean  (for  a  builder)  balan 
sheet.  Debt  is  just  60^'  of  total  capit; 
vs.  the  68'a  industry  average.  And  as 
public  company  in  an  industry  domin; 
ed  by  private  operators,  K&B  can  rai 
money  through  public  offerings  of  stO' 
and  debt. 

'STiLi  CAUTIOUS.'  This  allows  K&B,  unli 
capital-strapped  rivals,  to  have  new  i 
velopments  ready  if  home-buyinu  ' 
mand  takes  off  again.  The  company  ca 
keep  building  while  scooping  up  vacac 
land — often  already  prepared  and  zon|| 
for  construction — at  bargain  prices  fr 
sick  thrifts  and  distressed  builders. 

Still,  risks  rema 
Kaufman  &  Broad  ;d) 
builds  homes  and  offi 
buildings   in  Fram 
which  accounts  for  h;: 
its   revenues.  Housi:^ 
there  is  in  the  dum]. 
Worse,  what  if  the  y 
cession  at  home  persi; 
and  the  California  hoi 
ing  market  plumm 
anew?   Says  Kara 
"We're  still  cautious. 

Karatz,  46,  is  used 
weathering  bad  tim 
He  became  the  hon 
builder's  president 
1980,  amid  a  recessi 
made  still  more  ab 
mal  by  double-digit 
terest  rates.  Then,  ] 
ratz  pruned  K& 
sprawling  operatio 
back  to  just  Californ 
France,  and  a  small  ( 
nadian  unit.  The  co 
pany's  transformati 
was  complete  in  1^ 
when  K&B  was  spun 
from  the  company's  insurance  ope 
tions,  now  named  Broad  Inc.  and  head 
by  K&B  co-founder  Eli  Broad. 

The  Golden  State  rebound  that  K&E 
counting  on  seems  preordained  by  po] 
lation  trends.  Despite  recession,  mig 
tion  to  California  appears  relentless 
and  the  newcomers 
need  shelter.  Populat 
grew  2.5%  last  year  : 
should   surge  2.1% 
1992.  Single-fam 
housing  starts  are 
pected  to  jump  22%  t 
year,  from  1991's 
pressed  73,700.  If 
k&b's  shovels  will 
the  first  in  the  dirt. 

By  Kathleen  Kerwin 
Los  Angeles 
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GARY  WEISS 


HE  MORE  FOLKS 
CRIMP,  THE  BETTER 
ERRIGO  lOOKS 


I  Jfc  Mhen  the  prospectus  for  Per- 
I^Mv  rigo  landed  on  Bob  Czepiel's 

■  desk  last  fall,  he  was  under- 
R'lmed:  yet  another  obscure  compa- 
offering  stock  to  the  public  in  yet 
other  reverse  leveraged  buyout.  "I 
rew  it  away  at  first,"  recalls  Czepiel, 
anager  of  Robertson  Stephens 
nerging  Growth  Fund  and  one  of  the 
rest  hands  in  the  small-stock  biz.  But 
;epiel  gave  the  issue  a  second  look — 
d  so  did  a  lot  of  other  investors, 
icky  for  them  Perrigo  has  sizzled, 
d  it  should  remain  hot  for  quite 
me  time. 

Perrigo  is  the  largest  manufacturer 
store-brand  pharmaceuticals  and 
rsonal-care  products.  The  company, 
lich  went  private  in  1988  in  a  man- 
;ement-led  LBO,  was  taken  public  by 
organ  Stanley  and  J.  P.  Morgan  on 
ic.  17.  The  price:  $16  a  share.  But 
;rrigo's  NASDAQ-traded  stock  hasn't 
anged  hands  for  less  than  20  in  the 
suing  weeks — and  now,  it's  at  32 V2. 
Why  is  the  Street  so  excited?  Well, 
is  100-year-old,  Allegan  (Mich.)  com- 
.ny  is  the  leader  in  a  fast-growing 
dustry.  Private-label  products  are 
itting  an  added  boost  from  recession- 
sary  consumers  who  are  pinching 
innies. 

You  name  it,  Perrigo  makes  it:  cut- 
te  but  chemically  identical  versions 
Alka-Seltzer,  Tylenol,  Advil,  Actifed, 
ims.  Oil  of  Olay,  Preparation  H, 
ead  &  Shoulders,  and  a  host  of  other 
ands.  The  labels  carry  the  name  of 
e  retailer — a  stellar  roster  of  clients 
d  by  Wal-Mart  Stores,  Kmart,  and 
algreen.  Although  consumers  pay 
uch  less  for  Perrigo's  products  than 
r  name  brands,  the  company's  oper- 
ing  profit  margins  have  been  hand- 
ime — 11%  has  been  typical  in  recent 
!ars.  Says  Czepiel:  "It's  a  no-lose  situ- 
ion  for  everybody — except  the  mak- 
s  of  the  original  products." 
FF  A  DUCK'S  BACK.  Perrigo  has  had  to 
!fend  itself  against  a  stream  of  legal 
lallenges  from  peeved  pharmaceutical 
impanies,  but  none  of  the  suits  has 
•awn  blood.  The  company  also  faces 
impetition  from  a  host  of  small  com- 
;titors,  but  those  companies  are  frag- 
ented  along  geographic  and  product 
les.  And  its  rivals'  ranks  were  recent- 
reduced  when  Perrigo  purchased  pri- 
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vate-label  product  purveyor  Cumber- 
land-Swan. 

With  such  a  firm  hold  on  the  store- 
brand  market,  Perrigo  has  been  a  roar- 
ing success.  The  company  realized 
profits  of  $12.2  million  from  $281  mil- 
lion in  sales  in  the  fiscal  year  that  end- 
ed last  June  30.  Earnings  have  nearly 
quadrupled  over  the  past  three  years, 
and  in  the  quarter  that  ended  Sept.  30, 
profits  tripled  over  the  year  before. 
Czepiel  estimates  that  earnings  will 
rise  to  70$  a  share  in  the  fiscal  year 
ending  June  30,  vs.  41$  a  year  before, 
with  $1.10  likely  in  1993.  That's  a  price- 
earnings  ratio  of  50  on  current  earn- 
ings, which  is  hefty  but  justifiable,  giv- 
en the  company's  growth  prospects.  It 
looks  like  the  party  at  Perrigo  may  be 
just  beginning. 


A  DISCOUNTER 
DIVINERS  MISSED 


iscount  retailers  had  a  magnifi- 
|cent  1991,  and  few  rose  more 
mightily  than  the  handful  that 
specialize  in  office  products.  Two 
chains.  Staples  and  Office  Depot,  tri- 
pled their  share  prices  during  the  year. 
Staples  now  trades  at  70  times  1991 
earnings,  while  Office  Depot's  p-e  of  63 
is  only  a  little  less  steep. 

Are  there  any  reasonable  values 
left?  One  smart,  far-from-overpriced 
pick  in  that  arena  is  Intelligent  Elec- 
tronics. Intelligent,  which  operates  the 
BizMart  chain  of  72  cut-rate  office-sup- 
ply stores  in  the  Midwest  and  west  of 
the  Continental  Divide,  has  also  been  a 
standout  stock  performer.  The  shares 
doubled  in  1991  on  the  strength  of  a 
30%  gain  in  sales  and  earnings.  But  the 


company  hasn't  attracted  the  kind  of 
attention  on  the  Street  that  has  elevat- 
ed the  shares  of  its  pricey  peers  in 
office  retailing.  At  47  Vi,  the  stock  is 
trading  at  only  21  times  the  $2.21-a- 
share  it  earned  in  the  fiscal  year  that 
ended  last  October.  That  has  caught 
the  eye  of  William  Keithler,  who  runs 
the  Financial  Dynamics  mutual  fund  in 
Denver.  "Discounters  and  value-orient- 
ed stores  have  the  most  earnings  mo- 
mentum, and  for  a  discounter.  Intelli- 
gent is  comparatively  cheap,"  he  says. 

Keithler  expects  the  company  to 
earn  $2.60  a  share  in  the  fiscal  year 
that  ends  next  October.  And  that's  not 
pie  in  the  sky — some  analysts  are  pre- 
dicting as  high  as  $3  a  share  or  higher. 
Even  if  Keithler's  conservative  esti- 
mate holds,  it  means  the  shares  are 
now  trading  at  only  about  14  times 
projected  earnings.  And  if  Intelligent 
Electronics  gets  half  the  p-e  that  has 
propelled  fellow  discounters,  its  stock 
could  hit  90  this  year. 


NEW  POWDER 
OR  ICE  AHEAD? 


Any  company  that  has  its  head- 
quarters in  Thief  River  Falls, 
Minn.,  must  surely  be  worth  a 
look.  And  Arctco,  a  leading  company  in 
the  snowmobile  business,  certainly  is. 

Arctco  also  makes  snowmobile  parts 
and  cold-weather  garments.  It's  a  solid 
business,  but  the  company  hasn't  been 
shielded  from  the  coM  winds  of  reces- 
sion. Earnings  declined  to  $1.06  a  share 
in  the  fiscal  year  that  ended  in  March, 
1991,  from  $1.26  the  year  before. 

Arctco's  fortunes  began  to  pick  up, 
however,  in  the  fiscal  quarter  that  end- 
ed in  September,  when  the  company 
reported  earnings  of  $11  million,  or  86$ 
a  share,  on  sales  of  $79  million.  That 
was  a  17%'  increase  in  profits — which 
surprised  analysts,  who  expected  no 
pickup. 

Street  expectations  remain  dour, 
though,  with  analysts  surveyed  by 
Zacks  Investment  Research  predicting 
that  earnings  will  decline  again,  to  $1  a 
share,  in  the  fiscal  year  that  ends  in 
March,  1992.  But  Robert  Sanborn,  who 
runs  Oakmark,  a  fast-growing  small- 
cap  mutual  fund,  thinks  Arctco  is  still 
on  the  rebound — and  that  analysts 
have  another  surprise  ahead.  He  sees 
earnings  snapping  back  to  $1.20  a 
share,  which  would  be  a  p-e  of  just  11 
at  its  recent  price  of  $13  a  share. 
"Arctco  is  selling  at  a  deep  discount  to 
the  market,"  says  Sanborn,  who  has 
been  buying. 


ICE 
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Getting  ahead  of  schedule 

Anyone  wlio  travels  on  business  knows  how 
hard  it  can  be.  Which  \t>  why  we've  made 
getting  AT&T  so  easy  Even  at  public  phones 

isn't  always  easy 

that  aren  t  automatically  connected  to  AT&T. 
It  you're  calling  long  distance  and  you  don't 
hear  "AT&T"  after  the  bong,  simply  hang  up. 

Getting  AIKT  is. 

Dial  10+ATT+O  (it's  right  on  the  back  of  your 
AT&T  Card)  You'll  be  assured  of  the  service 
vou  depend  on,  at  the  prices  vou  expect. 

Dial  lOATT-0 

plus  the  area  code  and  number 


For  more  information  cal  1  ^^ifSm  ff^*!"  ** 

1  800  661  0661,  Ext.  5313.  ' 


^^AT&T  f  («/«»««/«•" 


HE  PATFNT  PIRATFC  ikPE 

IMAI IV  lAIAI  If  IMA  TIIE  Dl  AMIf 
INALLT  WALIIINIl  1 IIE  rLANIi 

drug  is  cheap,  compared  with  the  sky-high 
cost  of  inventing  it. 

Nevertheless,  afflicted  U.  S.  industries, 
backed  by  increasingly  tough  Washington 
negotiators,  are  beginning  to  score  vic- 
tories after  years  of  frustration.  Mexico  is 
offering  20-year  patent  protection  and  oth- 
er safeguards.  Even  China,  a  notorious  pi- 
rate, agreed  on  Jan.  16  to  enact  stricter 
patent  and  copyright  safeguards — and  to 
enforce  these  rules  against  violators, 
many  of  them  state-run  companies.  Two 
days  earlier,  Canada  announced  that  it  is 
closing  a  big  loophole  in  its  patent  law  that 
forced  patent  holders  to  license  their 
drugs  to  local  generic  producers  before 
the  patents  ran  out. 

BIG  STICK.  What's  spurring  these  U.  S.  vic- 
tories is  hardball  negotiating  with  key 
trading  partners.  Mexico  enacted  its  new 
law  in  hopes  of  winning  a  free-trade  deal 
with  the  tJ.  S.  And  China  promised  to  leash 
copycats  because  U.  S.  Trade  Representa- 
tive Carla  A.  Hills  threatened  otherwise  to 
slap  heavy  duties  on  Chinese  exports  to 
the  U.  S.  worth  up  to  $1.5  billion. 

The  actions  to  make  the  world  safer  for 
intellectual  property  will  spur  investments 
by  U.  S.  companies  to  export  more  patent- 
ed and  copyrighted  products  and  also  step 
up  production  abroad.  Of  all  the  major 
American  sectors  plagued  by  piracy,  the 
pharmaceutical  industry  is  the  largest  and 
the  most   multinational.   In  Argentina, 
where  legislators  are  expected  to  act  by 
midyear  on  a  bill  to  strengthen  patent  pro- 
tection, Pfizer  has  doubled  its  sales  force 
and  is  "spending  money  like  mad  to  intro- 
duce new  products,"  says  Brower  A.  Mer- 
riam,  executive  vice-president  at  Pfizer  In- 

ugh  U.S.  negotiating  gets  results,  especially  in  Latin  America 

^fizer  Inc.  sells  Feldene,  its  patented 
^anti-inflammatory  drug,  to  Sao 

Paulo's  retail  druggists  for  the 
lesale  price  of  31$  per  capsule.  But  lo- 
jeneric  manufacturers  supply  the  dro- 
'as  with  five  different  imitations  of 
ene,  under  other  names,  at  wholesale 
ss  from  25<t  to  67$  a  capsule.  Mexico 
's  farmacias,  meanwhile,  sell  knock- 
copies  of  Feldene  bought  from  local 
ucers  for  29$  to  33$  per  capsule, 
hat  all  of  these  druggists  are  really 
ng  IS  mtellectual  property — the  results 
^'fizer  research  that  developed  Fel- 
;'s  basic  molecule,  piroxicam,  at  a  cost 
ens  of  millions  of  dollars.  Local  com- 
ers are  able  to  pirate  the  drug  legally 
luse  Brazil  doesn't  recognize  drug  pat- 
,  while  Mexico's  recently  tightened 
nt  safeguards  don't  apply  to  copies  al- 
y  on  the  local  market.  Some  countries, 
1  as  Thailand,  don't  even  try  to  enforce 
r  own  patent  and  copyright  laws, 
le  result  is  a  loss  of  global  sales  esti- 
ed  at  up  to  $17  billion  a  year  (chart)  for 
e  of  the  most  competitive  U.  S.  indus- 

Besides  drugmakers,  these  include 
lucers  of  copyrighted  software,  mov- 

ies,  sound  recordings,  and  books.  Aside 
from  recovering  the  sales  lost  to  theft, 
these  industries  could  increase  their  for- 
eign revenues  by  an  additional  $10  billion 
or  so  over  time  if  marketing  development 
abroad  weren't  deterred  by  piracy.  Theft 
is  "the  biggest  obstacle  to  foreign  market 
access,"  says  Harvey  E.  Bale  Jr.,  senior 
vice-president  of  the  Pharmaceutical  Man- 
ufacturers' Assn.,  which  groups  U.  S.  re- 
search-based drugmakers. 

Not  everyone  agrees.  Government  offi- 
cials  and  mdustrialists  m  many  developing 
countries  argue  that  they  have  every  right 
to  copy  existing  products.  "Who  is  robbing 
who?"  asks  Jose  Fernando  Magalhaes,  a 
director  of  Sintofarma,  a  Brazilian  compa- 
ny that  makes  one  of  the  local  copies  of 
Feldene.  "Are  we  robbing  from  the  pa- 
tient? I  don't  think  so."  Like  other  Brazil- 
ian drugmakers,  he  calls  for  compulsory  li- 
censing of  patented  drugs  to  local 
producers.  "Patients  in  any  country  must 
have  the  option  of  buying  a  drug  at  the 
best  possible  price,"  he  says. 

Like  movies  and  software,  drugs  are 
fairly  easy  to  steal  using  patent  data  or 
chemical  analysis.  And  manufacturing  a 

IRACY'S 
OLL  IS 
OSTLY... 

Jl  U.S.  SALES 


PHARMACEUTICALS 

$45  BILLION 


SOFTWARE 

$18  BILLION 


MOVIES 

$11  BILLION 


SOUND  RECORDINGS 

$7  BILLION 


1 


BOOKS 

$16  BILLION 


REIGN  SALES 


$22  BILLION 


$25  BILLION 


$8  BILLION 


$4  BILLION 


$2  BILLION 


FIMATED  FOREIGN 
LESLOSTTOPIRAa 


$4  BILLION 

...WHERE  IT'S  ALLOWED... 


RAZIL 


UNGARY 


Draft  patent  law  obliges  local 
production  or  licensing 

Eastern  Europe's  holdout  against 
patent  safeguards  continues  to 
copy  Western  drugs 


KDIA 


Refuses  drug  patent  protection, 
exports  pirated  drugs,  opposes 
effective  GATT  safeguards 

HAILAND     Does  not  enforce  patent  and 
copyright  laws 


$9  BILLION  $1  BILLION  $2  BILLION  $1  BILLION 

...BUT  DEfENSES  ARE  GETTING  STRONGER 

ARGENTINA        Intellectual  property  law  expected  to  pass  by  mid- 1992 


CANADA 

On  Jan.  14,  ended  compulsory  licensing  of  drugs  to  generic  manufacturers 

CHILE 

1 990  law  protects  drugs  patented  after  Sept.  30,  1 99 1 ,  but  only  for  1 5 
years 

CHINA 

Under  tfireat  of  U.S.  trade  reprisals,  agrees  to  strengthen  copyright,  patent 
protection 

MEXICO 

1991  law  protects  product  patents  for  20  years.  Software  copyright  valid 
for  50  years 

SOUTH  KOREA 

Prodded  by  U.S.,  government  raids  book  pirates 

DATA;  INDUSTRY  ASSOCIATIONS.  BW  ESTIMATES 
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VANGUARD 


37  WAYS  TO  INVEST 
FOR  TAX-DEFERRED  EARNINGS 


With  Vanguard,  you're  not  limited 
to  fixed-rate  savings  accounts  or  bank 
CDs*  for  your  IRA.  We  offer  12  income- 
producing  alternatives  that  invest  in 
corporate  or  government  bonds.  For 
example,  seek  high  current  income 
with  our  GNMA  Portfolio. 

You  can  also  choose  from  24  equity 
and  other  growth-oriented  invest- 
ments in  your  IRA  plan. 

Or  you  can  diversify  your  IRA 
among  7  specially  selected  Vanguard 
funds  with  a  single  investment  in 
Vanguard's  unique  STAR  Fund. 

You  may  open  your  Vanguard  IRA 
in  any  of  our  37  Portfolios  for  as  little 
as  $500,  commission-free.  Or  switch 
your  existing  retirement  assets  to 
Vanguard. 

*Bank  savings  accounts  and  CDs  are  insured 
as  to  principal  and  interest  by  an  agency 
of  the  Federal  Government. 


Call  1-800-662-SHIP 
Any  Hour,  Any  Day  For 
A  Free  IRA  Information  Kit 

r~Please  send  me  your  free  Vanguard  ~1 
IRA  Information  Kit.  It  contains  a 
prospectus  for  STAR  Fund  that  gives 
complete  information  on  advisory 
fees,  distribution  charges  and  other 
expenses.  I  will  read  it  carefully  before 
I  invest  or  send  money.  Also  send 
information  on  □  Keogh/Pension  (70) 
□  SEP-IRA(08). 

Vanguard  IRA 
PO.  Box  2800 
Valley  Forge,  Pennsylvania  19482 


City- 


'    State  Zip   ' 

I  V  #  ■        BWR2048  I 

TH^ariOTardGROUP 

*JOT  INVESTMENT  COMPANIES  >. 


Juvenile  Diabetes 
only  affects 
men,  women 
and  childre 


lust  because  it's  called  'juvenile  diabetes'  doesn't  mean  it's  a  child's  disease.  It  can 
strike  anyone  At  any  time  And  when  it  does  it  can  bring  along  some  very  adult  com- 
plications. We're  the  JDF  and  we  fund  diabetes  research.  Research  that  will  change  the 
outlook  for  juvenile  diabetes.  And  for  the  men,  women  and  children  it  affects. 


JDF  International. The  Diabetes  Research  Foundation 

7  432  Park  Avenue  South,  New  York,  NY  10010  Tel:  1-800-JDF-CURE. 


ternational.  In  Canada,  Johnson 
Johnson  has  expanded  its  research  50"''^ 
a  result  of  earlier  steps  by  Ottawa 
strengthen  patent  protection. 

U.  S.  moviemakers  and  other  copyrigl 
industries  are  also  benefiting.  "The  gre: 
growth  area  is  abroad,"  says  Jack  Valeni 
president  of  the  Motion  Picture  Associ 
tion  of  America.  "Wherever  we  can  go 
because  we  are  protected,  we  go  in  imm 
diately."  In  South  Korea,  a  crackdown  c 
pirates  prodded  by  Washington  hiked  U 
moviemakers'  revenues  to  $100  million  la: 
year,  up  from  $7  million  in  1988. 

The  U.  S.'s  country-by-country  negot: 
tions  are  one  side  of  a  two-track  campaig 
The  second  is  the  trade  bargaining  th 
will  soon  reach  a  make-or-break  stage 
the  102-nation  General  Agreement  on  Ta 
itfs  &  Trade  ((i.ATTi.  Although  Americ; 
negotiators  have   been  pushing  for 
worldwide  agreement  to  curb  intellectu 
pirates,  U.  S.  companies  worry  that  a  cor 
promise  draft  accord,  proposed  by  GA 
Director  General  Arthur  Dunkel,  cou 
give  piracy  free  rein  for  another  decade 
allowing  a  10-year  transition  before  cou 
tries  must  clamp  down  on  pirates. 

Even  if  the  (;att  talks  fail,  the  U.  S.  g( 
tough  api^roach  in  dealing  with  individu 
countries  is  likely  to  continue  yielding  i 
suits,  particularly  in  Latin  America.  U. 
bargaining  power  has  increased  becau 
Latin  economic  reformers  are  eager 
strengthen  ties  with  the  U.  S. 
MEXICAN  MODEL.  A  watershed  for  inteli( 
tual-property  protection  was  Mexic 
President  Carlos  Salinas  de  Gortari's  19 
decision  to  seek  a  North  American  Fr 
Trade  Agreement  (NAFTA).  This  gave  U. 
drugniakers  and  copyright  industries  il 
usual  political  leverage.  They  seized  U 
opportunity  to  convince  Salinas  that  strs 
Mexican  safeguards  for  intellectual  pn 
erty  were  the  essential  quid  pro  quo.  "\ 
got  congressmen  to  talk  to  the  Mexic 
President,"  recalls  Pfizer  Chairman  a 
Chief  Executive  Oflicer  Edmund  T.  Pr 
Jr.  "We  threatened  not  to  support  the 
fort  for  a  free-trade  agreement." 

Now,  Trade  Representative  Hills  is  ho 
ing  up  Mexico's  law  as  the  model  for  t 
rest  of  tlie  hemisphere.  A  key  provision 
the  Mexican  law  is  protection  for  drugs 
i-eady  patented  in  the  U.  S.  or  other  coi 
tries — not  just  new  drugs  patented  af 
the  law  took  effect  last  June.  This  is  c 
cial,  manufacturers  say,  to  safeguard 
new  drugs  coming  down  the  pharmacei 
eal  pipeline.  There's  big  money  at  sta 
an  average  $230  million  each  to  deve 
and  test  new  drugs. 

Argentina  seems  likely  to  follow  Me 
co's  example.  A  draft  intellectual  prope 
bill  being  debated  by  legislators  is  "a  vf 
modern  law."  says  Ernesto  Buesa,  man; 
ing  director  of  Merck  &  Co.'s  Argent 
marketing  subsidiary.  In  the  1980s,  by  c, 
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SCIENCE  &  TECHNO 


When  you're  in  the  market 
for  a  personal  computer,  it's 
easy  to  get  lost  in  all  the 
numbers.  But  at  PC  Brand, 
we  only  have  to  give  you 
two.  The  first,  $1695,  is  our  vir- 
tually unbeatable  price  on 
the  PC  Brand  386/SX-20 
Notebook.*  And  the  second, 
1-800-722-7263,  is  the  number 
you  call  to  order  it,  or  any 
of  our  PCs,  up  to  the  powerful 
i486™  EISA. 

Of  course,  if  we  wanted  to, 
we  could  show  you  some 
other  amazing  numbers  on 
our  Notebook.  Numbers  like 
2MB  RAM,  expandable  to 
16MB,  a  40MB  hard  dnve, 
1.44MB  3.5"  floppy,  and  a  9" 
non-glare  VGA  screen  with  32 
(count  'em)  gray  shades.  And 
finally,  8.6"D  x  11"L  x  2.1"H 
(its  dimensions),  7.2  lbs.  (its 
weight),  numbers  that  mean  it 
can  go  just  about  anywhere. 


So  if  you're  interested  in 
ordering,  just  call  our  you 
guessed  it,  toll-free  number 
We'll  tell  you  about  our  1-year 
limited  warranty,  30-day  no 
questions  asked  money  back 
guarantee,  and  unlimited  toll- 
free  technical  support.  We'll 
also  introduce  you  to  some 
personal  computers  that  set 
industry  standards  in  price, 
quality,  and  support.  Actually, 
they  do  it  a  number  of  ways. 


25MHz  with  a  60  or  80MB 
hard  drive  now  available. 

A 


PC 


BRAND 


1-800-722-7263 

All  maior  credii  cards,  checks,  money  orders,  direct  wire 
and  approved  purchase  order  accepted 
We're  open  Men  -Fn  7am  to  7pm,  Sat  8am  to  4pm  Central  Time 


IF  YOU'RE  SHOPPING 
FOR  A  NEW  PC, 

HERE  ARE  THE  ONLY 
TWO  NUMBERS 

YOU  NEED  TO  KNOW. 
$1695 
1-80O-722-7263  - 


BRAND  NBSX-20 


)  ( 


f  vf  It  cr  ti  .  I  ,  1  .  3  .  -1  '  -\  ^ 
h  ^  h'^      ^  \  ^  \  \  \\  \  \  \ 


PC  Brand  reserves  the  right  to  amend  specifications  and  prices  without  notice.  Intel  is  a  registered  trademark  of  the  Intei  Corporation 
All  other  products  or  services  are  identified  by  the  traderharl<s  or  service  marks  of  their  respective  companies.  S, 
.    ®1992PCBrarid,Mootp«rk,C^(lornlt.-SuppliM.w«lliniM.  BVyK2l7g 
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At  last,  everything 
you've  been  waiting  for 
in  an  affordable 
plain  paper  laser  fax. 

Including  a  break. 


Fujitsu  set  the  industry  standard  in  laser  plain 
paper  faxes.  Today,  the  dex  740  sets  a  new  stan- 
dard. It  combines  an  affordable  purchase  price 
and  low  operating  costs,  with  high-performance 
features  designed  to  keep  your  business  running 
smoothly. 

A  break  from  bottlenecks.  No  more  standing 
in  hne  for  the  fax  machine.  With  its  dual  access 
feature,  the  dex  740  can  prepare  one  document 
for  sendmg  while  transmittmg  another.  Make 
copies  while  it's  sending  or  receiving.  Scan  and 
program  a  document  for  delayed  broadcast  while 


it  takes  for  the  dex 
740  to  scan  one  page. 
No  other  fax  gives  you 
that  break.  Plus  a  trans- 
mission speed  of  just  9  seconds. 


Clear  efificiency.  Communication  flows  with 
optimum  efficiency,  with  the  clarity  of  Ultra- 
Smooth  printing  and  automatic  error  correction. 
Even  when  you're  replenishing  paper  or  sup- 
plies, the  dex  740  continues  to  transmit  and 
receive  documents  uninterrupted. 

Backed  by  the  experts.  Add  to  the  above,  the  fact 
that  it's  backed  by  one  of  the  largest,  dedicated 
fax  service  organizations  in  the  world,  and  you'll 
see  why  the  dex  740  is  everything  you've  been 
\vaiting  for. 

So  why  wait  any  longer?  Contact  Fujitsu  Imaging 
Systems  of  America,  36  Apple  Ridge  Road, 
Danbury,  CT  06810  or  call  1-800-243-7046. 


The  global  computer  and  communications  company. 


it's  receiving.  And  perform 

any  function  you  choose 
^^^^^^  at  the  touch  of  a 
/^^^^  single  button. 


1^  ^ 


^  Is  1.5  seconds 
fast  enough? 

That's  all  the  time 


Bvelopments  to  Watc 


D  BY  FLEUR  TEMPLETON 

L  THAT  NEWSPRINT 
FIT  FOR  PACKAGING 


Recycling  has  been  so 
successful  that  the 
market  is  flooded  with 
old  newspapers.  Molded 
Fibre  Technology  Inc.,  a 
tiny  startup  in  West- 
brook,  Me.,  has  an  an- 
swer: a  process  that  lets 
recycled  newsprint  re- 
place plastics  for  many 
kinds  of  packaging. 

The  company  refined 
a  century-old  process — 
called  repulping — that 
has  been  used  for  mak- 
hings  like  egg  cartons.  Newsprint  is  formed  into  papier- 
le  slush,  then  vacuum-molded  and  dried,  mft  uses  inter- 
ng  molds  in  a  single  production  run  to  turn  out  everything 
baking  trays  to  camera  or  cosmetics  cases.  The  approach 
cheaper  than  plastics.  Shiva  Corp.  in  Cambridge,  Mass., 
h  previously  shipped  its  computer  modems  in  $2  Styro- 
1  blocks,  now  buys  recycled  newsprint  cushions  from 
ed  Fibre  Technology  for  68(t  each,  mft  plans  to  license  the 
lology  and  set  up  joint  ventures. 


IS  TOOL  MAKES  IT  A  SNAP 
TEST  A  METAL'S  TOUGHNESS 


en  the  strongest  material  has  its  breaking  point.  Conven- 
ional  metal-fatigue  tests  can  take  hours  and  rely  on  com- 
f-controlled  hydraulic  machines  that  cost  up  to  $100,000. 
engineers  Eric  Stromswold  and  David  Quesnel  at  the 
ersity  of  Rochester  have  devised  a  simple,  inexpensive 
for  metals  such  as  steel  and  aluminum  that  are  used  in 
anes  or  spacecraft,  where  low  weight  and  high  strength 
I  top  priority. 

e  process  measures  how  well  a  material  can  resist  frac- 
ig  once  a  crack  develops.  Small  metal  samples  are  placed 
vise  between  two  wrench  heads.  The  vise  twists  the  metal 
ply  to  develop  a  crack,  then  measures  the  increasing  force 
ired  to  snap  the  sample  completely, 
le  testing  equipment  will  cost  less  than  $1,000  and  will 
sure  fracture-resistance  in  a  few  minutes.  It  isn't  intended 
TQore  sophisticated  metallurgical  analysis — such  as  deter- 
ng  exactly  how  a  fracture  develops.  Instead,  Stromswold 
,  the  researchers  expect  the  "toughness  tool"  to  be  useful 
e  quality-control  market,  where  large  numbers  of  samples 
t  be  tested  quickly. 


:ommon  drug  may 

pHT  blindness  in  diabetics 


|iabetes  is  the  leading  cause  of  blindness  for  people  under 
65.  So  far,  physicians  have  only  been  able  to  use  surgery 
ow  the  damage.  However,  at  Pennsylvania  State  Universi- 
biologist  Theodore  Hollis  and  ophthalmologist  Thomas 
iner  have  discovered  how  diabetes  causes  blindness — and 
it  might  be  prevented.  The  researchers  found  that  blood 
els  in  diabetics'  eyes  produce  histamines,  substances  that 
e  the  blood  vessels  leaky  and  that  are  involved  in  allergic 


reactions.  Damage  to  the  retina,  the  researchers  suspect,  is  a 
long-term  effect  of  the  histamines  and  of  the  fluids  that  leak 
out  of  the  blood  vessels. 

The  discovery  suggests  that  prescribing  antihistamines, 
commonly  used  to  fight  allergies,  may  prevent  diabetic  blind- 
ness. The  Penn  State  researchers  first  showed  that  such  drugs 
prevent  blood-vessel  leaks  and  eye  damage  in  rats.  And  prelim- 
inary results  of  a  six-month  trial  using  antihistamines  on  14 
patients  look  promising.  "If  it  is  conclusive,  then  we  can 
proceed  with  a  larger  clinical  trial,"  says  Gardner. 


SUPERTOUGH  PLASTICS 

THAT  GO  EASY  ON  THE  BUDGET 


Soft-drink  bottles  and  other  injection-molded  plastic  parts 
are  cheap  to  make  but  can't  withstand  high  pressure  or 
heat.  Thermoplastics  are  much  more  rugged  but  far  costlier. 
Now,  Hoechst  Celanese  Corp.  has  come  up  with  a  polymer 
that  combines  the  best  of  both  kinds  of  plastics. 

Based  on  the  company's  Celazole  polybenzimidazole,  the 
new  "T-series"  resins  can  handle  pressures  up  to  32,000 
pounds  per  square  inch  and  temperatures  up  to  619F,  just  a 
shade  below  the  best  similar  resins.  Yet  unlike  thermoplastic 
parts  that  must  be  machined  from  a  solid  block,  these  can  be 
injection-molded  or  extruded  into  complex  shapes  in  high  vol- 
umes. Lorenzo  P.  DiSano,  a  Hoechst  Celanese  technical  mar- 
keting and  develoi)ment  manager,  estimates  the  cost  of  mak- 
ing a  small  electrical  insulator  using  the  new  polymer  would 
be  half  the  cost  of  a  thermoplastic  part.  "For  small  parts, 
machining  becomes  a  huge  part  of  the  overall  cost,"  he  says. 

So  far,  the  polymer  has  been  used  in  aerospace  and  oil-field 
applications,  such  as  in  safety  valves  atop  oil  rigs.  DiSano  sees 
future  uses  in  such  auto  parts  as  piston  rings  and  brake 
components,  which  require  light  weight,  hardness,  low  friction, 
high  strength,  and  stability  amid  high  temperatures. 


HELPING  SPEEDERS  STAY 
AHEAD  OF  THE  LAW 


It's  a  civilian  version  of  electronic  warfare — where  each  ad- 
vance is  met  by  a  countermeasure.  First,  police  got  radar  to 
trap  speeding  motorists.  Then  came  the  radar  detector.  So,  to 
nab  lead-footed  drivers,  police  are  beginning  to  use  laser  guns. 
But  even  before  laser  guns  are  common,  Cincinnati  Microwave 
Inc.  (CMi)  has  unveiled  a  detector  to  foil  them. 

To  determine  a  car's  speed,  the  cops'  laser  gun  computes  the 
difference  between  the  time  for  each  infrared  light  pulse  to 
bounce  off  a  target  and  return.  In  place  of  a  radar  antenna, 
the  new  detector  has  a  photosensitive  cell.  The  system  alerts 
speeders  by  beeping  and  flashing  a  light. 

There  are  rays  of  hope  for  the  police:  Only  about  300  laser 
guns  are  in  use,  and  CMI  says  it  won't  be  economical  to  mass- 
produce  laser  detectors  until  that  number  increases  tenfold. 
And  the  rivalry  isn't  over.  CMI  says  its  device  can  detect  laser 
pulses  up  to  two  miles  away.  But  Laser  Technology  Inc.,  a 
laser-gun  manufacturer  in  Englewood,  Colo.,  claims  that  such 
detectors  won't  be  able  to  warn  speeders  in  time. 
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Development  Authority 
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Inc. 
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Ext.  1109 


iformation  Processin 


DOK  WHO'S  HELPING  DEFEND 
ORTRESS  EUROPE 


A  is  cutting  deals  on  the  Continent  to  ward  off  the  Japanese 


■or  many  years,  IBM  was  Europe's 
Mbi'te  noire.  Embittered  rivals, 
daunted  by  its  dominance  in  main- 
iies,  hauled  the  company  before  the 
'opean  Commission  on  antitrust 
rges.  They  even  tried  to  blacklist  it 
11  European  research  and  develop- 
it  programs.  None  was  more  impla- 
ie  than  Groupe  Bull  of  France  where, 
decades,  the  government  aimed  Bull- 
f  purchasing  policies  squarely  at  the 
5.  giant. 

'oday,  it's  the  Japanese  that  are  the 
threat  to  Europe's  computer  niak- 
— or  so  IBM  would  have  them  believe. 
;h  supreme  irony,  IBM  is  sounding 
t  alarm  in  a  bid  to  become  the  Conti- 
it's  first  line  of  defense.  Already, 
tain's  International  Computers  and 
land's  Nokia  Data  have  sold  out  to 
itsu,  and  British  PC  maker  Apricot 
it  to  Mitsubishi  Electric.  Warning 
t  the  same  fate  could  befall  Europe's 
saguered  computer  makers — Bull,  It- 
's Olivetti,  Germany's  Siemens-Nix- 
f,  and  others — IBM  is  trying  to  per- 
.de  them  to  team  up  with  it. 
'he  logic  has  won  over  some  tough 
ptics.  On  Jan.  28,  Bull  itself,  in  which 
lan's  NEC  holds  a  4.7%  stake,  agreed 
a  wide-ranging  partnership  with  IBM. 


State-owned  Bull  will  base  future  com- 
puters on  IBM's  RS/6000  microprocessor 
and  sell  5.7%  of  its  equity  to  Big  Blue 
for  $100  million.  That  breathes  new  life 
into  the  perennially  money-losing  Bull. 

But  like  IBM's  other  moves,  it's  also 
aimed  at  bolstering  the  company's  sag- 
ging position  in  the  world's  largest  com- 
puter market.  "To  win  against  Japan  in 
Europe,  IBM  can  either  control  the  terri- 
tory, which  is  too  expensive  and  risks 
antitrust  action,  or  it  can  blunt  the  at- 
tack by  defending  the  status  quo,"  says 
Bull  Chairman  Francis  Lorentz. 

The  Bull  deal  caps  a  slew  of  IBM 
moves  in  Europe.  In  the  last  two  years, 
it  has  paid  more  than  $100  million  for 
equity  stakes  in  some  200  software  and 
computer-services  companies.  In  1990,  it 
began  collaborating  with  Siemens  to  de- 
velop and  produce  16-  and  64-megabit 
dynamic  random-access  memory  (DRAM) 
chips.  The  companies  will  split  the  $1 
billion  cost  of  a  DR.^M  plant,  and  share 
chip  design  duties  with  each  other. 
"We'll  bring  the  first  64-megabit  tech- 
nology to  Europe,"  says  Jiirgen  Knorr, 
head  of  Siemens'  semiconductor  unit. 
And  that  should  reduce  the  European 
computer  industry's  reliance  on  Japa- 
nese suppliers. 


In  another  sign  of  IBM's  newfound  ac- 
ceptance, Europe's  .lESSI  semiconductor 
development  program  admitted  IBM  as  a 
member  last  year.  At  the  same  time, 
some  members  were  objecting  to  Inter- 
national Computer  Ltd.  because  of  its 
tie-up  with  Fujitsu.  Now,  IBM  is  digging 
even  deeper:  As  a  concession  to  the 
French  government  for  its  approval  of 
the  deal  with  state-owned  Bull,  IBM 
agreed  to  transfer  chipmaking  technol- 
ogy to  SGS-Thomson  Microelectronics 
and  boost  its  purchases  from  that  Fran- 
co-Italian chipmaker. 
ERODING  SHARE.  IBM's  interest  in  Eu- 
rope's chip  business  is  hardly  altruistic. 
IBM  has  begun  a  massive  push  to  sell 
computer  components  such  as  chips  and 
disk  drives,  as  well  as  complete  systems, 
to  computer  makers  around  the  world. 
So  far,  it  has  signed  130  such  deals  in 
Europe.  The  goal  is  to  grab  3%  of  Eu- 
rope's $30  billion  computer  components 
market  by  1993,  says  Jack  Hockley,  who 
heads  the  effort  for  IBM  Europe.  IBM 
figures  that  Japanese  components  ac- 
count for  about  407<  of  the  value  in  Eu- 
ropean-made machines.  And  unless  IBM 
preempts  Japan  with  European  technol- 
ogy or  its  own,  Japan  "will  only  move  in 
deeper,"  Hockley  says. 

An  even  more  pragmatic  goal  for  IBM 
in  Europe  is  to  stem  its  own  slide.  In 
1991,  its  European  revenues  sank  6%,  to 
$25.6  billion,  continuing  the  erosion  of 
IBM's  share  from  32%  in  1985  to  22.6%  of 
the  $113  billion  European  market.  Still, 
IBM's  sales  there  surpassed  those  in  the 
U.  S.  for  the  first  time  last  year.  Alli- 
ances could  restart  IBM's  European 
growth.  One  motive  behind  the  Bull  deal 
is  to  expand  the  market  for  IBM's  RS/ 
6000  computer  design,  which  is  facing 
stiff  competition  from  Hewlett-Packard 
Co.  and  others.  HP  vied  with  IBM  for  the 
Bull  alliance  right  up  to  the  last  minute. 

Now,  Europe's  computer  industry  is 
watching  Olivetti  and  Siemens-Nixdorf 
to  see  if  they  will  team  up  with  IBM. 
Both  now  rely  on  a  microprocessor  from 
MIPS  Computer  Systems  Inc.,  which  has 
foundered  lately  (page  132),  and  could 
become  converts  to  the  RS/6000.  Olivetti 
Chairman  Carlo  De  Benedetti  has  negoti- 
ated with  IBM  for  a  tie-in  similar  to  Bull's 
twice — once  last  October  and  once  last 
month.  Both  times  he  balked  at  sacrific- 
ing Olivetti's  independence.  But  with 
Bull  in  its  camp  now,  says  IB.M  Europe 
products  general  manager  Bob  E.  Dies, 
IBM  "has  to  look  substantially  more  in- 
teresting to  Olivetti  and  Siemens-Nix- 
dorf." Neither  company  seems  inclined 
to  make  the  Big  Blue  move  now.  But 
nobody  expected  Bull  to  wind  up  sleep- 
ing with  the  enemy,  either. 

Bu  Jonathan  B.  Levine  in  Paris 
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INDUSTRY  STANDARDS  I 


WHY  ACE  MAY  BE 
IN  THE  HOLE 


The  attempt  at  a  computer  standard  has  grown  unwieldy 


Last  April,  it  looked  like  a  whole  new 
game  for  the  computer  industry.  A 
group  of  21  companies,  boasting 
such  heavyweights  as  Compaq,  Micro- 
soft, and  Digital  Equipment,  announced 
plans  to  come  up  with  a  single  computer 
design  for  everything  from  personal 
computers  to  mainframes,  all  running 
the  same  software.  The  bold  idea  was  to 
create  an  "industry  standard"  similar  to 
the  IBM  PC,  the  world's  most  popular 
computer  design.  Only  this  time,  a  broad 
coalition  of  companies,  not  just  Big  Blue, 
would  call  the  shots.  The  initiative, 
dubbed  Advanced  Computing  Environ- 
ment (ACE),  was  impressive  enough  to 
prod  mighty  IBM  and  Apple  Computer 
Inc.  into  teaming  up  last  summer  to 
start  creating  their  own  standard. 

But  less  than  10  months  later,  /\CK's 
game  looks  like  52  pickup.  MIPS  Comput- 
er Systems  Inc.,  supplier  of  ACE's  main 
microprocessor,  lost  money  and  custom- 
ers in  1991.  Several  ACE  members  are 
using  alternative  chips. 
Digital  Equipment  Corp., 
one  of  the  prime  movers 
behind  the  group,  claims 
it's  still  committed  to  ACE 
but  is  rushing  development 
of  its  own  Alpha  micro- 
processor. And  confusion 
over  ACE  has  slowed  soft- 
ware development. 
TWO  HEADS.  What  hap- 
pened? Somewhere  along 
the  way,  the  simple  idea  of 
a  single  standard  turned 
into  a  Chinese  menu.  ACE 
began  in  late  1990,  when 
computer  makers  that  used 
MIPs's  reduced  instruction- 
set  computing  (RIS(')  chips 
got  together  to  pick  a  com- 
mon version  of  American 
Telephone  &  Telegraph 
Co.'s  Unix.  That  way,  pro- 
grams written  for  one  MIPS 
computer  would  run  on  all 
MIPS  computers. 

By  the  time  the  group 
went  public  last  April,  how- 
^'ver,  the  "standard"  had 
already  grown  a  second 
head.  Largely  to  accommo- 
date the  wishes  of  Compaq 


Computer  Corp.,  an  influential  PC  maker, 
the  group  added  the  Intel  Corp.  micro- 
processors used  in  IBM-compatible  PCs  to 
the  standard.  And  to  bring  in  Microsoft 
Corp.,  MIPS  proposed  adding  that  compa- 
ny's forthcoming  Windows-NT  as  an 
alternate  operating-system  standard. 
Then,  last  October,  the  muddy  waters 
turned  opaque  as  ACE  endorsed  another 
version  of  Unix. 

The  result:  Now  there  are  three  ACE 
operating  systems  that  can  be  used  on 
either  Intel-  or  MlPS-based  hardware. 
And  instead  of  a  single  design,  that 
makes  six  possible  combinations. 

And  a  choice  of  six  does  not  a  stan- 
dard make.  The  key  to  a  standard  is  lots 
of  software:  spreadsheets,  data  bases, 
and  so  forth.  But  many  software  devel- 
opers aren't  writing  for  ACE  because 
they  don't  know  which  combination  will 
survive.  KAO  Technologies  Inc.  in  Moun- 
tain  View,  Calif.,  isn't 
J'-^   writing  for  .MIPS  ma- 


ACE'S  SCATTERED  PECK  OF  PARTICIPANTS 

MIPS  COMPUTER  designed  ACE's  main  microprocessor  but  has  big  fi- 
nancial problems — and  perhaps  too  few  customers  to  survive  long-term 


DIGITAL  EQUIPMENT  is  designing  its  ov/n  microprocessor,  different  from 
MIPS's,  for  use  in  future  v/orkstations 

COMPAQ  COMPUTER,  struggling  for  new  growth  in  PCs,  recently 
stopped  working  with  Silicon  Graphics  on  a  MlPS-based  workstation 

MICROSOFT,  the  booming  software  giant,  hardly  needs  ACE  to  thrive 

OTHER  members  of  ACE,  meanwhile,  are  waiting  for  technical  details  of 
the  ACE  design  to  gel  before  they  produce  ACE  hardware  and  software 


chines,  but  President  J.  Jeffrey  Morgjl 
says  he's  likely  to  write  for  computej 
based  on  Intel  chips  and  Microsoft's  ^l 
software.  Technically,  that's  an  A(l 
"platform,"  but  it's  one  that  PC  makej, 
will  use  with  or  without  ACE.  j 
MIPS  Chief  Executive  Robert  C.  Millf 
insists  there's  no  problem  with  ACE.  I 
programmers  adhere  to  its  many  staj 
dards,  he  says,  they  can  make  their  pri 
grams  run  on  different  machines  by  u* 
ing  a  translation  technique  calh: 
recompilation.  But  that  works  only  f« 
the  simplest  programs,  software  devf 
opers  say,  and  not  for  all  combinationf 
STRONGER  GUIDANCE.  The  biggest  blo!- 
to  ACE  has  been  dropouts.  Compaq,  t'^ 
group's  most  high-profile  member,  hit 
wall  in  1991,  posting  its  first  loss  ail 
firing  founder  Rod  Canion.  Last  monl, 
it  announced  that  it's  scrapping  a  $1 
million  deal  to  develop  MlPS-based  n^ 
chines  with  Silicon  Graphics  Inc.  Wh 
Compaq  says  it's  still  committed  to  AC 
it's  uncertain  when  it  will  build 
computers. 

Recently,  ACE  backer  Prime  Comput 
Inc.  signed  a  $400  million  deal  to  res 
Hewlett-Packard  Co.  computers,  inste 
of  MlPS-based  workstations.  Both  Wa 
Laboratories  and  Croupe  Bull 
struck  deals  to  use  IBM's  Rise  chip  (pa 
131).  PC  doner  Everex  Systems  Inc., 
other  ACE  member,  says  it  hasn't  decid 
when  to  introduce  an  ACE  machine 
cause  it's  unsure  which  variant  will 
vail.  The  upshot,  says 
ternational  Data  Co 
analyst  David  M.  Smi 
"ace  in  its  current  fo 
may  not  survive." 

But  ACE  isn't  ready 
fold  its  hand.  It 
launched  a  new  marketi 
program  and  expanded 
executive  committee  to  p 
vide  stronger  guidance 
members.  At  a  trade  sh 
in  January,  a  group  of ; 
members  showed  n 
MlPS-based  machines  r 
ning  the  same  program- 
sign  that  the  ace  softw; 
wars  may  be  ending. 

Prospective  customi 
aren't  impressed.  "Pre 
ises  don't  do  anything 
me,"  says  Donald  0.  Ste 
feld,  who  runs  compu 
systems  for  Philadelp 
law  firm  Morgan,  Lewis 
Bockius.  ACE  may  turn 
to  be  more  than  a  house 
cards,  but  right  now  f 
besides  MIPS  itself  are  h 
ting  their  chips  on  it. 

By  Robert  D.  Hof  in 
Francisco 
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By  Dr.  Christopher  Gray  in  Singapore 
and  Scott  Shuster  in  New  York 

"BUSINESS  AS  t  SUAI.  IS  DEAD."  BUSEVESS 
pundit  Jordan  Lewis  opened  the  annual 
Business  Week  Symposium  of  Asian  CEOs 
with  a  message  the  gathered  top  executives 
from  across  the  Asia-Pacific  region  well 
understood. 

Asian  enterprise  has  won  global  respect 
and  admiration  for  its  ability  to  realize 
business  success  across  national  and  cultur- 
al borders      so  much  sq^thatjast  year's 
Business  Week  Asia  symposimi^racused  on 
the  probability  of  a,  downing'  "PaOTic 
Century,"  during  which  Asi^  w,ould  become 
the  focus  of  World  business  actnity.  This 


year's  meering  struck  a  more  caurious  note  — 
not  l)ec  ause  of  the  recession  worldwide,  but 
because  the  world  is  responding  to  Asia's  suc- 
cess and  growth  with  harriers  and  the  threat 
of  barriers. 

In  Asian  eyes  it  hardly  seems  fair.  Just  as 
Asian  companies  are  meeting  with  success  in 
their  efforts  to  develop  their  own  technologies, 
their  own  brand  names,  their  own  global  pro- 
duction and  marketing  capabilities,  they  find 
the  barriers  to  international  business  rising  on 
all  sides.  Many  Asian  liusiness  executives  view 
the  economic  unification  of  Europe  and  the 
proposed  North  American  Free  Trade  Agree- 
ment the  first  salvos  in  what  could  be  a  danger- 
ous world  trade  war. 

"Free  trade  areas  open  business  opportuni- 
ties, but  would  be  extremely  harmful  if  they 
raised  new  barriers,"  says  John  P.  Clancey, 
President  and  CEO  of  Sea-Land  Service, 
the  giant  shipping  and  distribution  services 
corporation.  Sea-Land  has  a  major  presence  in 
Asia,  including  the  world's  largest  container 
freight  station  (located  in  Hong  Kong). 
"Barriers  could  create  political  tensions  and 
economic  problems  that  could  even  spill  over 
into  outright  hostility." 

S.  Linn  Williams,  the  Deputy  US  Trade 
Representative  who  stepped  down  from  his 
position  a  short  time  before  appearing  at  the 
Business  Week  Symposium,  says  what  happens 
next  depends  in  large  part  on  Asian  businesses 
and  governments.  "It  is  difficult  to  keep  open 
markets  elsewhere  if  Asia's  own  markets  are 
closed.  Ainerican  and  European  businesses  must 
feel  they  have  the  same  access  to  Asia  that  Asians 
have  had  to  Western  markets  like  the  US." 

Noting  that  the  US  buys  twice  as  much  of 
Asia's  manufactured  e.xports  as  Japan,  Williams 
added,  "Locally-oriented  business  centers  will 
make  or  break  the  Pacific  C>entury."  As  executives 
at  the  Business  H  eck  forum  learned,  trends  around 
the  world  indicate  that  indeed  it  is  the  local, 
Asian  business  that  looks  most  promising  now. 


SriCltl  (DVEHTISINS  SECTION 


"THE  ABILITY  TO  COMMUNI 
CATE  AROUND  THE  WORLD 
WILL  BE  MORE  CRITICAL 
THAN  EVER  IN  THE  '90s." 

— ;\V;/  C.  Liiiiteiihiich, 

IBM  Asm  Pacific  President  a  ml 

Representative  Director 


ASIA'S  GROWTH  ADVANTAGE: 
ALTERING  TRADE  FLOWS 

Through  the  first  half  of  the  '90s,  the  economies 
of  Southeast  7\sia,  Korea,  and  China  should 
significantly  outperform  the  rest  of  the  world, 
according  to  DRI/McGraw-I  lill  Managing 
Director  Douglas  Beck.  Japan,  w  hile  achieving 
somewhat  slower  growth  than  her  southern 
neighbors,  will  still  be  laps  ahead  of  the  US  or 
Europe  —  east  or  west. 

This  growth,  ami  the  progressive  opening 
of  the  Japanese  market,  is  reshaping  world  ti'ade 
and  the  global  economy.  By  the  end  of  this 
decade,  Beck  predicts,  intra-Asian  trade  will  be 
far  more  important  to  Asia  than  its  trade  with 
Europe  or  North  .America.  North  Americans 
who  consider  using  their  economic  power  to 
torce  change  in  Asian  policies  should  also  keep 
in  mind  that  by  2000,  Asian  trade  with  Europe 


;an  Mr.  I  lo  puis  it,  "Asi;in  coinpaiiies  musr 
'see Japan  as  the  foreign  nation  most  cen- 
to their  long-term  hitinx'." 

CESS  THROUGH  ALLIANCES 

jsinuss  uill  l)c  loiMui  m  ciittcrent  places  in 
years  ahead,  it  will  also  be  conducted 
ifferent  ways.  More  and  more  Asian  busi- 
les  are  finding  it  useful  to  team  up  with 
inese  and  other  foreign  partners.  A  pletho- 
f  new  alliances  and  joint  venaires  is  seeing 
n  firms  join  not  only  with  Japanese, 
;rican,  and  European  technology  providers, 
also  —  notably  —  with  each  other,  as  intra- 
n  alliances  among  firms  of  such  nations  as 
A'an,  Hong  Kong,  Thailand,  and  Korea 
hands  and  work  in  concert. 
Vlultinationals  are  the  leading  proponents 
le  various  alliance  strategies  in  Asia.  Of 
I's  300  equity  alliances  worldwide,  25  are 
le  Asia-Pacific  region.  Many  are  on  the 
ing  edge  of  business  development,  such  as 
linese-language  software  joint  venture  in 
na  linking  IBM  with  mainland  and  overseas 
nese  interests. 

\s  Jordan  Lewis  observes,  "It  is  a  brand- 
world.  It  is  necessary  to  break  the  mold 
look  beyond  issues  like  product  cycles, 
apetition  today  is  a  team  sport.  Alliances 
I  you  find  purpose  for  the  company.  There 
no  longer  permanent  enemies.  No  compa- 
las  all  the  resources  it  needs." 
'The  key  is  to  find  the  right  partner," 
Larry  D.  Bouts,  International  Presitlent 
oys  "R"  Us.  His  firm  is  expanding  aggres- 
ly  internationally,  frequently  developing 
arkably  successful  local  alliances.  Toys  "R" 
s  credited  with  discovering  one  of  the  more 
irising  lessons  of  alliance  building:  accord- 
to  Bouts,  it  is  cjften  best  not  to  select  a  local 
ipany  from  the  same  industry. 
Bouts  adds  that  it  is  important  for  the 
ign  partner  not  to  try  to  recreate  his  home 
ronment  when  abroad.  Rafiq  Jumabhoy, 
laging  Director  of  Scotts  Holdings  Limited, 
ng-time  partner  with  Japan's  Orix,  echoes 
view,  noting  the  importance  of  getting  to 
w  a  partner's  corporate  mood,  culture,  and 
sionmaking  style.  Partnering  and  alliance 
ding  is  one  of  the  most  significant  manage- 
it  challenges  facing  the  global  executive 
ly.  It  is  also  the  single  area  where  successful 
lagement  can  yield  the  greatest  results 
failures. 

CESS  THROUGH  APPLICATION  OF  INFORMATION 
1N0L0GY 

essential  of  successful  cross-border  partner- 
is  is  the  ability  to  communicate.  "Informa- 
technology  (IT)  makes  alliance  possible," 
Bank  of  East  Asia  CEO  David  K.P.  Li. 
ly  Asian  companies  have  moved  aggressive- 
)  upgrade  their  IT  capabilities  and  equip 
nselves  for  global  growth. 


"JAPAN  WILL  CONTINUE 
TO  BE  A  MAJOR  SOURCE  OF 
CAPITAL,  EVEN  THOUGH 
THE  RATE  OF  GROWTH  IN 
JAPANESE  EXTERNAL  CAPITAL 
INVESTMENT  WILL  SLOW." 

— Kijji  lii/ikd. 

Director,  Ititer-natiomil  Operations, 
Tohmatsii  ix  Co.  (the  Japanese  ami  of 
DRT  Inteniatioual) 


"IT  is  already  far  more  pei^vasive  than  most 
|)eople  realize,"  says  IBM  Asia  Pacific  President 
and  Representative  Director  Ned  C. 
Lautenbach.  While  every  banking  transaction 
or  air  travel  reservation  involves  computers,  so 
too  do  activities  that  have  traditionallv  operat- 
ed without  benefit  of  modern  technologies. 
I  law  Par  Brothers  International  uses  IT  to 
increase  the  efficiency  of  home  deliveries  in  its 
Singapore  Pizza  Hut  franchise.  According  to 
President  and  CT,0  Hong  Hai,  "In  retailing, 
IT  helps  the  salesman  become  an  advisor  to 
the  customer." 

Indonesia's  Nusantara  Aircraft  Industries 
uses  ri  not  only  to  control  its  components 
invent(jiy,  design,  and  manufacture,  but  also  as 
a  competitive  essential  of  the  product  itself. 
Nusantara's  Vice  President  for  Information 
technology,  Sudjana  Sapiie,  points  out  that  the 
company's  new  N250  plane  will  be  only  the 
third  aircraft  in  the  world  to  qualify  to  fly  by  a 
100%  automated  system.  That's  IT  at  work. 

Li  tcjid  the  Business  Week  symposium  how 
his  Bank  of  East  Asia  was  bogged  down  with 
outdated  IT  in  the  early  '80s.  After  upgrading, 
it  was  able  to  use  its  expanded  computer  capa- 
bility to  improve  operational  efficiency  and 
anticipate  customer  needs.  It  has  since  gone 
on  to  develop  a  new  data  processing  business, 
handling  other  banks'  credit  card  billing.  Says 
Li:  "The  right  computer  system,  the  right  soft- 
ware, the  right  partner;  all  three  are  essential 
to  success." 

Even  more  value-added  capability  will  be 
available  to  IT  users  in  the  coming  decade,  as 
such  technologies  as  image  processing,  multi- 
media, object-oriented  programming,  and 
open  systems  come  into  play.  Lautenbach  pre- 
dicts revolutionary,  not  evolutionary,  change, 
and  none  too  soon:  "1  he  ability  to  communi- 
cate around  the  world  will  be  more  critical 
than  ever  in  the  '^Os." 

GOING  LOCAL 

The  paradox  for  Asian  business  in  the  '90s  is 
the  need  for  global  management  skills,  even 
as  the  world  of  business  becomes  more  a 
regional  than  global  theater.  The  fact  is,  any 
international  activity,  whether  on  the  other 
side  of  the  world  or  just  across  the  border, 
requires  the  skills  of  global  management. 

What  are  those  skills,  exactly?  "Business 
must  effectively  utilize  peo-^le,  capability,  and 
technology  in  all  parts  of  the  world,"  explains 
Sea-Land's  John  Clancey.  Easy  to  say. ..more 
difficult  to  define  the  method  —  and  tougher 
still  to  do  successfully. 

Larry  Bouts  of  Toys  "R"  Us  warns  against 
trying  to  sweeten  the  local  business  culture 
with  \JS  culture  and  technology.  Wah-Chang 
International's  Ho  Kwon-Ping  advises  Asian 
companies  that  are  not  already  global  to 
approach  the  task  a  step  at  a  time:  "LInless  a 
company  is  already  viewing  the  world  as  a  sin- 


gle  canvas,  it  is  better  to  start  with  a  coherent 
regional  strategy  than  a  halt-baked  global  one. 
Going  global  is  not  for  everyone.  Asian  com- 
panies should  focus  on  regional  strategies  and 
develop  a  critical  mass  of"  products,  technolo- 
gies, antl  management." 

DHL  International,  one  ot  .Vsia's  most 
prominent  global  firms,  is  a  leading  example 
of  local  success.  Chairman  Po  Chung  explains 
DI  IL's  way  succinctly:  "Think  global.  Act 
local.  Push  decisionmaking  to  the  lowest  level." 
The  result  is  an  extremely  flexible,  highly  moti- 
vated operating  structure  and  style.  Even  the 
DHL  corporate  budget  is  developed  in  this 
manner.  It  emerges  naturally  from  a  bottom-up 
process  that  engages  managers  in  setting  and 
fulfilling  goals  and  determining  requirements. 

Also  a  successful  global  enterprise, 
Sea-Land  Service  follows  a  similar  approach. 
"We  are  a  global  company,"  says  Clance\ , 
"but  we  empower  regionals  to  act  locally.  We 
do  that  to  leverage  our  local  infrastructure. 
We  live  the  parailox  of  being  a  global  firm  in 
a  regionalized  world." 

CROSS-BORDER  INVESTMENT 

I  he  economic  success  that  has  brought  better 
living  standards  to  man\-  Asian  economies  has 
also  increased  operating  costs.  7  he  need  for 
increased  value-added  to  offset  these  costs 
impacts  traditional  low-end  production  meth- 
ods, forcing  companies  to  change  the  way  they 
operate.  One  result,  according  to  C^hinaV'est 
Managing  Director  Robert  A.  I  heleen,  is  a 
revamping  of  business  as  firms  opt  for  produc- 
tion on  a  larger  scale  at  multiple  sites  in  several 
countries. 

1  his  trend  demands  more  capital  and  more 
professionalized  management.  This  movement 
is  most  advanced  in  Hong  Kong  and  Taiwan, 
where,  Theleen  notes,  "We  are  seeing  the  enil 
of  the  traditional  famih-  compan\'." 

Another  consequence  is  what  Bank  of 
East  .Asia's  David  Li  terms  "the  (jteater  C^hina 
Productivity  Triangle,"  the  increasing  integra- 
tion of  the  Taiwan,  Hong  Kong,  and  South 
China  economies  as  l  aiwan  and  Hong  Kong 
manufacturers  move  low-end  production  into 
CJiina.  Since  \^W>  (^hma  has  htst  much  of  its 
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"WE  LIVE  THE  PARADOX 
OF  BEING  A  GLOBAL  FIRM  IN 
A  REGIONALIZED  WORLD." 

— Jdhi/  P.  (,'/initcy.  President  mid 
CEO  of  Scii-Liind  Sen'ice.  hic 


luster  to  international  and  even  many  regiona 
investors.  But  the  process  of  economic  integr; 
tion  has  steadily  advanced  and  is  creating  wha 
will  be  one  of  the  world's  most  important  sub 
regional  economies  by  the  late  '90s.  "Much  of  tll> 
credit  for  what  is  taking  place  in  the  region  muj 
go  to  the  (Chinese  economic  authorities,"  saysli 
Theleen.  Li  agrees:  "Quietly  and  without  fanj 
fare,  market  reform  is  being  extended  in  Chinaf 

"The  prosperit}'  generated  by  the  Greater 
C^hina  connection,"  Theleen  continues,  "is 
creating  a  consinner  market  of  enormous  prol 
portions  in  South  China."  Among  the  compa  j 
nies  already  active  in  this  region  of  China  is 
Avon  Products,  which  has  a  successful  joint 
venture  there,  arranged  with  the  assistance  of 
Li's  Bank  of  East  Asia. 

Further  evidence  of  Asia's  restructuring 
can  be  found  in  Vietnam.  There  the  govern- 
ment is  tmng  to  set  a  course  of  economic 
reform  that  can  succeed  while  maintaining 
political  stabilirs'. 

"It  is  extremely  early  in  the  cycle  to  be 
investing  in  Vietnam,"  notes  Coudert  Brothe 
Hong  Kong  Senior  Partner  W.  Gage  McAfee 
"although  Taiwan  companies  are  already  quit 
\  isible  there  and  the  potential  in  terms  of  lab 
anil  natiu  al  resources  is  enormous."  Key  to  a: 
change  is  the  normalization  of  diplomatic  rel 
tions  with  the  L^S,  a  development  now  expect 
ed  within  a  year. 

WTien  that  occurs,  the  world  will  see  the 
economic  emergence  of  yet  another  high- 
potential  Asian  economy  as  Vietnam  joins 
China,  Hong  Kong,  Indonesia,  Japan,  Korea, 
Alalaysia,  Philippines,  Singapore,  Taiwan,  an 
Thailand  on  the  list  of  economies  with  the  big 
est  potential  on  Earth  -  the  economies  of  Asi 

Perhaps  the  most  striking  bit  of  informa- 
tion heard  at  the  Business  Week  Symposium  o 
.Asian  Chief  Executives  was  the  fact  that  infra 
structure  development  spending  in  East  and 
Southeast  Asia  in  the  coming  years  may  top 
$500  billion.  And  that  number  does  not 
include  a  single  yen  of  investment  within  Jap 
—  only  other  Asian  spending.  /Vsia,  already  a 
economic  powerhouse,  is  likely  to  seize  the 
mantle  of  genuine  global  economic  leadershi 
before  the  end  of  the  decatle.  ■ 


WHERE  THE  ELITE  MEET 

Once  again  this  year,  senior  figfures 
of  business  and  government  around 
the  world  selected  the  three  Bmirtess 
Week  Symposia  of  Chief  Executive  Ofpceis  as 
their  preferred  venues  to  meet  the  leadership 
of  the  global  business  community.  Business 
Week  is  grateful  to  the  companies  that  made 
these  events  possible,  and  to  the  many  leaders 
who  graced  our  Asian,  European,  and  US 
gatherings. 
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I  GO  FOR  THE  GOLD, 
DU  GOTTA  HAVE  GREEN 


w  Corporate  America  is  quietly  helping  Olympic  hopefuls 


■  •hen  stockbroker  Michael  R. 
Lofton  quit  Wall  Street  two 
years  ago,  he  began  a  futile 
ch  for  another  job  that  would  allow 
to  maintain  a  career  while  chasing 
npic  gold.  The  combination  didn't  sit 
with  potential  employers.  After 
ling  that  Lofton  might  be  away 
I  the  office  nearly  a  third  of  the  time 
training  and  competition,  they 
fed  him  the  door.  But  that  was  be- 
Lofton,  the  country's  top  fencer, 
d  some  powerful  help, 
lanks  to  the  muscle  of  the  U.  S. 


combining  full-time  pay  and  benefits 
with  flexible  hours,  OJOP  has  helped  ath- 
letes narrow  the  gulf  separating  them 
from  the  government-subsidized  top 
jocks  of  other  countries. 

The  athlete's  financial  burden  can  be 
enormous.  While  sports  organizations 
usually  pick  up  the  tab  for  international 
competitions,  the  individual  athlete  has 
to  bear  the  cost  of  training,  travel, 
equipment,  and  domestic  competition — 
$5,000  to  $40,000  a  year  for  a 
world-class  athlete,  accord- 
ing to  O.JOP.  That's  on  top 


FENCER  LOFTON: 
fM  GARDB  AT 
ERNST  &  YOUNG 


npic  Committee's  Olympic  Job  Op- 
unities  Program,  Lofton  secured  a 
in  Ernst  &  Young's  marketing  de- 
ment. The  New  York-based  account- 
firm  is  one  of  about  150  U.  S.  compa- 
that  have  put  378  Olympic-caliber 
etes  to  work  through  the  Olympic 
Opportunities   Program   since  its 
iding  in  1977.  Notable  OJOP  gradu- 
include  World  Heavyweight  Cham- 
Evander  Holyfield  and  track-and- 
gold  medalists  Florence  Griffith 
ler  and  Jackie  Joyner-Kersee.  By 
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Companies  hiring  the  most  Olympic  hopefuls  since  1984 
Compony  Nuny»r  of  olhietes 
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IIRST  INTERSTATE  BANCORP 
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of  normal  living  expenses  such  as  rent, 
car  payments,  and  college  loans. 

Worse,  the  average  U.  S.  Olympian, 
age  25  and  out  of  college,  has  to  choose: 
sports  or  career.  That's  what  happened 
to  Lofton,  28,  a  member  of  the  1984  and 
1988  U.  S.  Olympic  Fencing  Teams.  Af- 
ter graduating  from  New  York  Universi- 
ty in  1988,  Lofton  quit  fencing  and  be- 
came a  Shearson  Lehman  Brothers  Inc. 
broker.  "I  thought  it  was  time  to  devel- 
op the  professional  side  of  my  life,"  he 
says.  Lofton  couldn't  get  fencing  out  of 
his  system,  though,  and  decided  to  try 
out  for  the  1992  team.  O.JOP  matched  him 
up  with  Ernst  &  Young. 

OJOP  has  done  the  same  for  13  mem- 
bers of  the  U.  S.  team  at  the  Winter 
Olympics,  including  luger  Bonnie 
Warner,  a  United  Airlines  pilot.  After 
the  games,  some  will  return  to  their 
companies  to  carve  out  a  career.  Miller 
Brewing,  Allstate  Insurance,  and  Securi- 
ty Pacific  Bank,  among  others,  all  have 
former  OJOP  atheletes  still  on  payroll. 

The  jocks  can't  goof  off  on  the  job  or 
in  training,  and  employers  are  under  no 
obligation  to  keep  them  working  if  they 
do.  But  that's  rarely  a  problem.  Says 
Roy  Chapman,  college  relations  manag- 
er for  J.  C.  Penney  Co.:  "They  don't 
work  many  hours,  so  when  they're  here, 
they  work  harder." 

FREE  PUBLICITY.  Indeed,  the  dedication 
that  Olympic-caliber  athletes  possess  is  a 
big  plus  for  many  OJOP  employers.  Not 
to  mention  their  coworkers.  Other  em- 
ployees "are  excited  about  having  them 
here.  They're  rooting  for  them,"  says 
Charlie  G.  DiMercurio,  a  project  manag- 
er for  Anheuser-Busch  Cos.,  which  has 
employed  the  most  OJOP  athletes  since 
the  program  was  adopted  by  the  Olym- 
pic Committee  in  1984  (table). 

Employers  do  get  some  perks  from 
the  program,  including  free  publicity 
and  passes  to  some  Olympic  events.  But 
they  insist  they're  driven  mostly  by  the 
Olympic  spirit.  Most  of  the  athletes 
agree.  Lawyer  Mary  C.  Mazzio,  30,  ap- 
proached her  Boston  firm.  Brown,  Rud- 
nick.  Freed  &  Gesmer,  about  her  desire 
to  compete  for  the  1992  U.  S.  Olympic 
Rowing  Team.  The  law  firm  joined  OJOP 
and  has  given  her  an  eight-month  paid 
leave  of  absence  to  train.  If  she  makes 
the  team  at  the  Olympic  trials  in  May, 
she  won't  return  to  work  until  August. 
"I  don't  know  how  I  would  make  it  with- 
out their  support,"  says  Mazzio. 

OJOP  employers  would  say  that  nothing 
could  top  that  kind  of  heartfelt  grati- 
tude. But  then  again,  a  gold,  silver,  or 
bronze  medal  certainly  would  make  a 
handsome  paperweight. 

By  Stephanie  Anderson  Forest  in  Dallas, 
with  Julia  Flynn  Siler  in  Chicago 
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SIEMENS 


1954.  That  was  then. 


Siemens  opens  its  first  American  office  Located  in  New  York's  Empire  State  Building, 
a  staff  of  seven  offers  electric  and  electronic  engineering  to  thie  U.S.  marketplace.  First 
year  sales  were  less  than  $1  million. 


?  Siemens  Corooration  1992 


1992.  This  is  now. 


Today,  Siemens  spans  the  continent  with  450  locations  in  towns  and  cities  across 
America,  making  leading  edge  technologies  in  electric  and  electronic  engineering 
available  coast  to  coast.  Siemens  employs  more  than  35,000  people  nationwide, 
including  15,000  men  and  women  at  60  manufacturing  sites.  Together  they're  contrib- 
uting to  a  growing  company  that's  producing  more  than  $4  billion  in  annual  sales. 
And  all  that  is  continuing  to  make  a  growing  contribution  to  America's  economy 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '92.  Box  8003U.  Trenton,  NJ  08650 
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Software  Rider. 


Let  The  Good  Times  Roll. 

It's  more  than  a  slogan  to  the 
folks  at  Kawasaki.  It's  a  philoso- 1 
phy.  And  you  can  see  it  in  every- ' 
thing  they  make  from  their  excit- 
ing, world-renowned  motorcycles 
to  their  industry-leading  Jet  Ski'-  , 
personal  watercraft. 

What  you  don't  see  are  the 
computer  systems  behind  the 
company  that  keeps  the  good 
times  rolling. 

"CA  systems  software  helps 
keep  our  company  running 
smoothly  24  hours  a  day  7  days 
a  week','  says  Bob  Shepard,  EVP 
of  Information  Systems.  "It's 
helped  us  automate  our 
operations  and  cut  IS 
costs  significantly  while 
productivity  continues  , 
to  rise  year  after  year.  Mchuamrc 

To  achieve  these 
goals,  Kawasaki  deploys  a  broad 
range  of  systems  software  from 
CA  including  one  of  the  most 
comprehensive  and  effective 
security  software  programs  ever 
developed,  CA-TOP  SECRET® 

"I  don't  have  time  to  deal  with^ 
30  different  software  companies 
that  each  offer  only  one  or  two 
pieces  of  the 


CA90.S 


TivE  Vice  President  of 
Kawasaki,  Bob  Shepard, 
uses  advanced  ca  systems 
software  to  automate 

operations,  slash  is  COSTS 
D  boost  PRODUCTIVITY. 


puzzle.  As 
much  as  possi- 
ble, we  use  CA. 
Their  service 
and  support  is 
rock- sol  id,  their 
software  is 
great  and  it's  all 
backed  by  a  billion  dollar  compa- 
ny That's  what  I  like!' 

And  the  result  is  an  efficient, 
smooth-running  IS  operation? 

'Absolutely  Smooth  as  a 
Kawasaki  Ninja®  motorcycle 
carving  up  an  S  curve." 

_  iSSOOATES 

Software  superior  by  design. 

Computer  Associates  International,  Inc.  711  Stewart 
Avenue,  Garden  City.  11530-4787.  1-800-645-3003. 
.Ml  trade  names  referenced  are  trademarks  or  registered 
trademarks  of  their  respective  companies. 


iovernment 


JVBINETI 


)UIS  SULIIVAN 

mis  OUT  OF  HIS  FOXHOLE 


1  the  low-profile  HHS  Secretary  sell  Bush's  health  reform  plan? 


there's  one  thing  that  Health  & 
luman  Services  Secretary  Louis  W. 
iulHvan  learned  early  on,  it's  to  keep 
lead  down.  Even  before  his  confir- 
on,  the  White  House  forced  him  to 
:  off  his  pro-choice  stance  on  abor- 

Then,  when  he  said  he  favored  giv- 
;lean  needles  to  drug  addicts,  it  pres- 
d  him  to  recar  t.  Later, 
van  announced  that  the 
linistration  supported 
medicare  catastrophic  in- 
nce  bill,  only  to  be  re- 
ed hours  later.  For 
hington's  cognoscenti,  it 
all  the  proof  they  need- 
rhe  nation's  top  doctor 

the  political  savvy  of 
Paulsen  and  no  control 

policy. 

dlivan  has  come  a  long 

since  he  took  over  the 
[  billion  department 
e  years  ago.  By  picking 
fights  carefully,  he  has 

praise  for  expanding 
ices  to  the  poor  and  for 
ades  against  the  tobacco 
stry — worthy  initiatives, 
)e  sure,  but  small  vic- 
;s  at  best, 
ow,  the  58-year-old  hematologist 
1  Atlanta  no  longer  has  the  luxury 
low  profile  and  narrow  niches.  He  is 
it  to  take  center  stage  on  what  will 

pivotal  issue  during  the  Presidential 
tion  campaign:  health  care  reform. 
;ident  Bush  was  to  unveil  his  health 

plan  in  Cleveland  on  Feb.  6,  and  he 
picked  Sullivan  as  point  man  to  sell 
proposal.  The  HHS  Secretary  will  ap- 
■  on  talk  shows,  make 
iches,  debate  Democrats, 

try  to  soothe  worried 
yists  and  lawmakers. 
M  TIME.  This  lead  role  is 
rly  Sullivan's  biggest 
lenge  yet — and  a  oppor- 
ty  to  burnish  his  reputa- 
.  Until  this  year,  he  was 
3r  the  thumb  of  heavy- 
^hts  in  the  White  House 

the  Office  of  Manage- 
t  &  Budget  on  major  is- 
;  such  as  family  plan- 


ning and  health  care  reform.  But  now 
John  H.  Sununu,  who  as  White  House 
Chief  of  Staff  held  an  iron  grip  on  do- 
mestic issues,  is  gone.  And  Budget  Di- 
rector Richard  G.  Darman's  star  no 
longer  burns  as  bright.  "This  is  Sulli- 
van's big  test,"  says  one  Administration 
official.  "How  he  performs  will  deter- 


■^MENT 


mine  whether  the  past  three  years  have 
paid  off  as  a  first-class  education  or 
whether  he  has  flunked." 

From  the  beginning  of  his  tenure,  Sul- 
livan was  a  rare  commodity  in  Washing- 
ton. A  personal'friend  of  Barbara  Bush, 
he  brought  with  him  a  passion  for  help- 
ing the  poor  and  a  reputation  for  integri- 
ty. But  the  founder  and  former  presi- 
dent of  the  predominantly  black  More- 


FOR  SULLIVAN,  A  MIXED  BILL  OF  HEALTH 


HIS  STRENGTHS 


HIS  WEAKNESSES 


►  Hires  strong  managers 

►  Took  a  high-profile  stand 
against  tobacco  sales  to 
minorities  and  children 

►  Won  new  dollars  for 
public  health  programs 

►  Raised  the  status  of 
minority  health  issues 


►  Doesn't  have  full  control 
of  his  own  staff 

►  Opposed  tobacco  ads  and 
exports,  then  refused  to 
back  federal  action 

►  Pushed  health  care 
reform  but  failed  to  develop 
a  detailed  plan 


house  School  of  Medicine  in  Atlanta  was 
unprepared  for  the  cutthroat  battles  he 
would  have  to  wage  to  assert  control 
over  the  divisive  issues  facing  his 
sprawling  department. 

After  his  rocky  start,  Sullivan  seemed 
resigned  to  navigate  within  the  con- 
straints imposed  by  White  House  ideo- 
logues and  the  budget  deficit.  The  HH.S 
Secretary  decided  to  go  with  his 
strengths  and  concentrate  on  areas 
where  he  thought  he  could  have  an  im- 
pact. "Lou  Sullivan  is  a  man  who  looked 
at  the  landscape  and  picked  his  shots," 
says  a  Capitol  Hill  staffer.  "He  doesn't 
have  to  engage  in  battle  on  every  issue." 

Indeed,  he  was  one  of  the  few  Cabinet 
members  who  worked  tirelessly  to  help 
Bush  keep  his  promise  of  a  kinder, 
gentler  America.  Sullivan  has  used  his 
bully  pulpit  to  promote  pre- 
ventive health  measures. 
And  he  has  raised  the  visibil- 
ity within  HHS  of  minority 
health  issues  and  the  social 
problems  of  black  males — 
areas  neglected  in  the  past. 
Sullivan  "has  done  a  fantas- 
tic job,"  says  Deborah  Steel- 
man,  a  lawyer  who  advises 
Bush  on  domestic  issues. 
POSTAL  POLITICS.  In  an  era 
of  tightfisted  federal  bud- 
gets, Sullivan  also  has  been 
able  to  expand  health  ser- 
vices for  the  poor,  such  as 
community  health  centers 
and  programs  to  increase 
the  number  of  physicians  in 
uiiderserved  areas.  He  won 
plaudits  for  his  crusades 
against  the  sponsorship  of 
women's  sporting  events  by 
tobacco  companies  and  for  the  "slick  and 
sinister"  marketing  of  cigarettes  to  chil- 
dren. He  has  hired  strong,  well-respect- 
ed managers  to  run  his  agencies  (table). 
And  he  has  used  his  position  as  the  only 
black  Cabinet  member  to  influence  Ad- 
ministration policy  on  civil  rights  issues. 

Yet  if  there  is  one  policy  arena  that  an 
HHS  Secretary  should  lay  claim  to,  it's 
health  care  reform.  And  here,  while  Sul- 
livan has  made  inroads,  Dar- 
man  has  held  sway — with 
what  may  be  disastrous  re- 
sults for  the  Administration. 

Sullivan  realized  two 
years  ago  that  the  Bush  Ad- 
ministration couldn't  ignore 
the  rising  public  clamor  for 
reform  much  longer.  But 
Sununu  opposed  any  over- 
haul and  refused  to  give  Sul- 
livan a  chance  even  to  dis- 
cuss his  views  with  Bush.  So 
Sullivan  began  to  deliver  a 
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Alahawa  is  insi  Jc  the 

cjntincnta 

States.  Ill  fact,  it  is 
located  in  the  center  of 

the  most  Jesirahle 
relocation  region  in  the 
country. 


You  will  still  see  a  lot  of Alahamians  goinc 
without  shoes— mostlii  on  the  sanJu  white 
beaches  of  Gulf  shores. 


W^hile  iiou  might  think  of 
overalls  as  the  clothing  of 
choice,  most  uf  us  prefer 
hlue  or  white 
shirts.  Alabama  's  traditional 
lahor  force  has  shifted  from 
farminci  to  more  service 
and  high-tech  industries. 


All  work  and  no  plau  wou  Idn  t  maize  sense  in  Alah  ama. 
Enjoying  an  old  rocker,  a  wide  porch,  and  some  good 
conversation  is  still  a  favorite  pastime  here. 


Alahama 
Isn't  where  lim  Thfnk 
Itls. 


Some  say  uou  re  moving  to  the  edge  of  the 
uor  Idwh  en  you  move  to  Alahama.  In  some 
parts  of  the  state,  uou  could  say  that  s  true; 

the  southern  ridge  of  the 
.  \ppalachians  offers  some  spectacular  views. 


The  fiddle  may  he  thefrst  musical  instrument 
you  would  connect  with  Alahama.  And  you  II  still 

see  a  lotofth  em  in  the  state  s  many  symphony 
orchestras.  (Although  they  refer  to  them  as  violins 


I 


racticing  our  aim  is 

stillafai  'orite 
pastime  for  manii 
Alahamians.  In  fact, 
our  prowess  as 
sharpshooters  was 
proven  in  the  Gulf 
War  hy  the  Patriot 
A/;5s;/t?,  which 
originated  in 
Alahama. 


Foothall rivalries  hcrr. 
strong  as  ever.  But  tcit 
colleges  and univcrs.it 
helping  Alahama  h.m 
maintain  a  competiti' 
as  well,  offering  resv 
capabilities  in  area^ 
automotive  manufac  ■ 
magnetic  informatici, : 
to  food  proJuci 


If  you  think  wc  tt: 
moonshine,  you  rc  ^^i  ■ 
riQ  ht.  But  it  isn  t  :'/'. 
moonshine  you  think. u. 
has  played  a  leadin 
developing  the  space 
In  fact,  A  lahama  hai 
seven  astronauts— rr 
any  other  sta 


Yes,  we  do  a  lot  of  fishing  here.  And  some  pretty 
important  people,  including  the  President,  know  ahout 

our  beautiful  lakes  and  rivers.  In  fact,  Alabama  has 
more  miles  of  navigable  waterways  than  any  other  state. 
We  use  them  for  shipping,  too. 


Some  are  com  iticeJ  ilie 
Ivu/fcint  IS  still  alive  and 
well  in  Alahama.  Bid,  like 
die  rest  of  the  country,  we 
opte  J/or  more  up-to-  date 
\        styles  years  ago. 


Sorry,  that's 

a  different 
state  entirely. 


A  revered  folk  craft  from  our  past,  the 
attention  to  detail  and  intricate  handwork 
used  in  our  quilts  has  heen  passed  down  to 
newer  generations  and  applied  in  fields  like 
electronics  for  assemhiing  circuit  hoards. 


So  uou  think  our  workers  come  out  of  trailers.  Some  of  our 
hest  actually  do.  Alahama  Industrial  Development  Training,  a 
free  service  to  industry,  has  the  nation  s  largest  fleet  of  mohile 
training  units,  bome  husinesses  have  traveled  from  as  far 
away  as  Singapore  and Japan  to  employ  AIDT-trained  workers. 


re  still  early  risers.  In  fact, 
ns  are  known  for  our  strong 
'.  But  these  days,  most  of  us 
md on  electric  alarms. 


Yes,  uou  II  prohahly  see  a  few  cows.  But  we  don  t 
just  settle  for  raising  cattle.  Researchers  at  Auhurn 
Universitu  have  developed  a  whole  line  of  leaner 
foods  like  the  McLean  hurger,  a  product 
McDonald's  is  flipping  over. 


known  for  its  smokestacks, 
ham  has  diversified  in  recent 
1  service-oriented  economy,  with 
are  our  main  industry.  Steel 
mportant  to  our  economy,  hut 
•tate-ofthe-art  mills  contrast 
with  the  old.  In  fact,  one  old 
nace  is  now  a  museum. 


If  Alabama  is  nowhere  near  what 
you  thought,  maybe  there's  more 
you  should  know  about  our 
state.  For  instance,  what  makes 
it  a  great  place  to  live  and  a  great 
place  to  work.  What  makes 
companies  like  JVC  America 
decide  to  make  their  head- 
quarters here.  Why  GE  has  made 
its  largest  single  capital 
investment,  close  to  $  1  billion,  in 
Alabama.  And  why  people  like 
one  Connecticut  family  who 
thought  they  were  being  "sent  to 
hell"  when  transferred  here,  now 
like  it  so  much,  they  wouldn't 
think  of  leaving.  If  your  company 
is  considering  expansion  or 
relocation,  consider  Alabama. 
You  just  might  find  it's  pretty 
close  to  ideal. 


overnmenti 


series  of  policy  speeches  laying  out  the 
direction  an  Administration  health  policy 
should  take.  He  also  circumvented  Su- 
nunu's  control  in  August  by  mailing 
Bush  a  letter  to  his  private  post  office 
box  in  Maine,  im].)loring  him  to  move  on 
the  matter.  Bush's  final  plan  is  expected 
to  include  many  of  the  proposals  Sulli- 
van had  been  pushing.  "We  have  had  a 
major — no,  the  major — impact,"  Sullivan 
told  Bi'siN'Ess  wkf-;k. 
'SIXTH  FLOOR  SWAMP.'  But  officials 
close  to  the  deliberations  say  that 
though  Sullivan  laid  the  groundwork,  he 
never  came  up  with  a  final,  detailed 
plan.  Darman  rushed  in  to  fill  the  vacu- 
um. According  to  sources,  Darman  is 
running  the  meetings  that  Sullivan  and 
other  top  officials  attend  and  is  coordi- 
nating the  work  of  various  agencies. 
"Sullivan  himself  could  have  had  every- 
thing ready  by  now,"  says  one  official 
involved  in  the  process.  "He  could  have 
costed  it  out  and  made  sure  evei\vthing 
matched." 

Barman's  control  has  not  served  the 
Administration  well,  however.  After  an 
uproar  from  GOP  lawmakers,  the  White 
House  at  the  last  minute  was  forced  to 
delete  references  in  its  1993  budget  to  a 
proposal   that  would  have  taxed  the 


health  benefits  of  affluent  families — a 
proposal  Sullivan  had  opposed  internally. 

Health  care  reform  is  only  the  most 
visible  evidence  of  Sullivan's  inability  to ' 
control  his  agency's  issues.  Last  spring, 
when  he  came  up  with  a  pet  program  to 
combat  infant  mortality,  Darman  re- 
fused to  give  him  new  money,  forcing 
HHS  to  take  funds  from  other  poverty 
and  health  programs.  It  was  Sununu, 


When  Sullivan  came  up  with  a 
pet  program  to  combat  infant 
mortality,  Dai'man  refused  to 
provide  any  money  for  it 


not  Sullivan,  who  negotiated  with  fam- 
ily-planning groups  to  reach  a  compro- 
mise that  would  overturn  a  U.  S.  Su- 
preme Court  ruling  and  allow  clinics 
funded  by  HHS  to  counsel  patients  on 
abortion.  Talks  failed,  and  Bush  vetoed 
the  bill. 

Last  October,  Sullivan  announced  that 
the  White  House  would  veto  a  Demo- 
cratic bill  that  would  have  given  the 


Food  &  Drug  Administration  new  i 
forcement  powers.  HHS  had  earl 
penned  a  similar  bill  but  backed  off  af 
industry  lobbyists  found  a  sympath^f 
ear  at  the  Council  of  Competitivenes^ji 
White  House  group  headed  by  V|3 
President  Dan  Quayle.  a 

Some  Administration  insiders  co- 
plain  that  the  HHS  chief  doesn't  eM 
have  full  control  over  his  own  staff, 
cisions  he  makes  sometimes  get  bogj 
down  in  the  "sixth  floor  swamp." 
instance,  last  year,  Sullivan  verb; 
signed  off  on  a  controversial  regulat 
changing  the  way  medicare  reviews  r 
technology  to  determine  if  it  should  ( 
er  its  use.  But  aides  have  yet  to  send 
rule  to  the  0MB  for  review,  sources 

Given  the  White  House's  determ: 
tion  to  dominate  domestic  policy.  Si 
van's  prospects  for  success  may  h 
been  limited  from  the  start.  But  n 
with  health  care  reform  propelling  Ip 
into  the  limelight,  he  has  a  chancep 
prove  his  mettle.  The  next  few  moir 
could  demonstrate  whether  the  kin 
doctor  from  Atlanta  will  be  a  forcti. 
player  or  just  a  nice  guy  with  goodK 
tentions.  | 

Bi/  Susau  B.  Garland,  with  John  Co  . 
in  Washington 


New  Audi  Takes  Aim  At  Lexus  And  Acura.' 


In  order  to  stand  out  in  the  highly  competitive  Aincricin  car  market,  Audi  has  invested  millions  of 
dollars  in  redesigning  and  rethinking  every  automobile  in  its  line-up,  starting  with  the  all-new  Audi  100  V-6.  At 
a  base  price  of  only  $29,900f  it's  clear  Audi  is  not  content  to  let  Lexus  and  Acura  comer  the  market.  Indeed, 
Audi  believes  the  new  100  will  break  from  the  pack,  being  the  first  new  automobile  in  its  class  to  offer  German 
engineering  with  Japanese  pricing.  With  front-wheel  drive,  driver's  side  air  bag,  and  ABS  standard  on  every 
Audi  100,  Japanese  car  buyers  may  find  the  new  Audi  too  good  a  value  to  ignore. 


*Manufacturei 


-  KARL  TREUTLER,  DETROIT 

iggested  retail  pnce.  excluding  taxes,  license,  freight,  dealer  charges  and  options.  Pnce  subject  to  change  100  S  shown  with  $470  optional  metallic  paint. 
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Remember  Your 
First  Flyer? 


L    Introducing  Your  Next. 


ADO  W5X  POWER 
-JUST  UPGRADE  THE  CPU" 
TECHNOLOQV  LETS  THE 
POWERFLEX  FLYEfi  GROW 
WriHYOU 


I.V.T^  ■  60*16- 19MS 
•       HARD  DRFve 
STANDARD 


THREE  OPEN  EXPANStON 
SLOTS  FOR  NETWORK 
INTERFACE  CARDS  OR 


l^cineintxT  how  cxhilaraictl  \'(iu  k'li 
zip[)ing  down  O'Grady's  liill  in  N  oiir 
new.  reel  FL\'Ii;R  wagon...  ttie  wind 
sh(«>iing  pasi  yonr  face...  thai  liead\ 
feeding  of  pure  speed...  Capture  tluist- 
same  leeiings  again  witii  the 
Al.H  P(werl-ie\  f-t 
flowered  by  a  trail 
lolazing  25-lVll  Iz 
386SX''' 
processor, 


PI-  i-i.>  i:h 
delix  ers  a  wagon 
load  ot  standard 
features  lor  onl\'  soo:: 


Using  Intel's  lasiest  :58()SX  proi  cssor. 
the  ALK  PI-  I-1A'1-:k  outpaces  higher 
priced  16-IVIl  Iz  3«()SX  PCs  In  more 
than  56%.  Imagine  iK  ing  ihr<nigh  \'our 
Windows '''  applications  without  lki\  ing 
to  wait  for  your  PC  to 
Ci)i(  h  u|:). 


hax'e  lo  p,  ly  I  lundreds  (or  tliousands)  <.jf 
dollars  more  lo  find  this  lejiture  in  a 
<  ( im|  i<  iiiix  ( '  s\  .stem 

X'isil  an  ALU  reseller  lodiu',  and  liiid 
out  what  it's  really  like  to  fly.  But  \(>u 
better  hurr\'    At  this  |:)rice,  the  ALP 
PI-  I-L\'1-:k  is  selling  as  fast  as  it  runs. 

L'or  the  n.ime  ol  I  lie  ALK  reseller 
I  K'ar(  'SI  \  i  lu  (  ,  ill 

1 -800-444-4ALR 


I '1)11  'I  -I I  lr\  l-dtnili I 


in 


ltd 


i+86SX' 


And  with  the  A1_K  I'F 
FL\'[-:f^.  \'ou  can  face 
the  tulure  without  tear. 
Because  of  an 
ad\'anced  modular 
design,  \'ou  can  replace 
the  386SX  processor 
with  a  more  powerful 
CPi  :  whenex  er  \-our  comput- 


ALR 


Ing  needs  change.  You'd  normailv 


')4()l  li  K  mil  111  1 
lr\liic.  (  .\  ')27IH 

|7I4)  ."Hl-(i77f) 
Advanced  Logic  Research,  tnc.  I-,\X  |7  1 4|  58 1  ■<)24() 

Prices  dna  conLguiahoni  suDied  10  change  Milhoul  nol,ct   Pncei  based  O"  U  S  Dollars   ALR -s  a  regrSlereO 
1992  Dy  Advanced  Logrc  ResearCH  Inc 


CABLE  TV I 


EVERYTHING  FROM  IPOs 
TO  S-E-X 


CNBC  is  trying  to  spice  up  its  image — and  shore  up  its  ratings 


There  were  moments  when,  if  you 
closed  your  eyes,  you'd  have  sworn 
that  you  had  tuned  in  to  Geraldo. 
Tabloid  newsman  Richard  Kaplan  was 
offering:  a  cable-TV  audience  fresh  de- 
tails about  Presidential  candidate  Bill 
Clinton's  alleged  womanizing.  His  tidbits 
weren't  all  that  dramatic.  Kaplan,  the 
editor  of  Star  magazine,  was  giving  the 
Jan.  30  interview  mostly  to 
peddle  a  story  that  ran  three 
days  later  in  his  tabloid. 

More  interesting  than  the 
message  was  the  medium: 
Kaplan  was  appearing  as  a 
guest  on  CNBC,  a  24-hour  ca- 
ble network  known  more  for 
its  stock  quotes  than  sala- 
cious gossip.  "We  do  a  lot  of 
things  that  are  eye-open- 
ing," says  Tom  Rogers, 
president  of  NBC  Inc.'s  cable 
division,  owner  of  CNBC. 

That  may  come  as  a  sur- 
prise to  many  viewers  who 
still  know  CNBC  as  the  net- 
work with  the  stock  tape 
spooling  across  the  bottom 
of  the  TV  screen.  But  CNBC  is 
recasting  its  image  from 
a  nuts-and-bolts  financial- 
news  channel  into  a  network 
offering  information  on  ev- 
erything from  initial  public  offerings  to 
interpersonal  relationships.  On  Mar.  9, 
CNBC  will  roll  out  a  $20  million  market- 
ing campaign  to  drive  home  its  jazzier 
image.  The  ads  will  even  plug  a  new  talk 
show  that  deals  with  human  sexuality. 
FUZZY  FOCUS.  It's  a  long  way  from  the 
old  CNBC,  a  no-frills  network  whose  full 
name,  Consumer  News  &  Business 
Channel,  hardly  raised  pulse  rates.  The 
three-year-old  network 
began  changing  its  im- 
age last  May  when  it 
bought  and  absorbed 
its  prime  competitor, 
Financial  News  Net- 
work Inc.  CNBC  won 
FNN  after  a  spirited 
bidding  war  with  Dow 
Jones  &  Co.  and  Wes- 
tmghouse  Broadcast- 
ing Inc.  that  drove  the 


price  up  to  $154  million.  The  deal  instant- 
ly made  CNBC  a  major  player:  The  net- 
work picked  up  most  of  FNN's  35  million 
households.  Now  reaching  a  potential 
45.3  million  households,  CNBC  is  only  12.7 
million  behind  Cable  News  Network. 

But  if  the  FNN  deal  brought  CNBC  ac- 
cess to  a  bigger  audience,  it  also  further 
muddled  the  network's  identity.  Already 
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STILL  IN  THIRD 


▲  THOUSANDS  Of  HOUSEHOLDS  VIEWING 
DATA:  COMPANY  REPORTS 


an  odd  mix  of  business  coverage  and 
lifestyle  programming,  CNBC  has  been 
struggling  to  integrate  FNN's  hard-news 
focus.  "We  haven't  created  a  true  um- 
brella image  for  CNBC,"  concedes  net- 
work President  Albert  F.  Barber. 

So  CNBC  hired  BBDO  Worldwide  to  cre- 
ate a  new  logo  and  ads  that  play  the 
network  up  as  a  source  for  all  sorts  of 
news  and  information.  Marketing  Direc- 
tor Caroline  Vanderlip 
says  the  new  logo  also 
stresses  the  NBC  in 
CNBC.  The  old  logo,  she 
says,  made  some  view- 
ers think  CNBC  was  an 
offshoot  of  CNN. 

Barber  hopes  this  po- 
sitioning will  broaden 
CNBC's  appeal  beyond 
brokers  and  execu- 
tives. CNBC's  daytime 


24-HOUR 
HOUSEHOLD  RATING 

4lh  QUARTER  OF  1991 


CNBC 


programs  draw  a  respectable  0.3  rat.j 
from  A.  C.  Nielsen  Co.  And  CNBC's  at 
al  daytime  viewership  is  higher,  si; 
Nielsen  doesn't  measure  those  vi 
watch  in  offices.  Problem  is,  CNBC  ha:,' 
yet  figured  out  how  to  keep  those  vi'r 
ers  watching  once  they  get  home, 
prime  time,  CNBC's  rating  falls  to  a  i 
try  0.1.  By  contrast,  CNN's  9  p.m.  i! 
show,  Larry  King  Live,  routinely  dn 
a  0.8  and  sometimes  cracks  1.0. 
NO  STAR.  CNBC's  Lilliputian  ratings  h; 
prevented  it  from,  attracting  lucra/ 
prime-time  advertising.  Ninety  per( 
of  the  network's  ad  dollars  come  in  ( 
time,  when  financial-services  markrn. 
such  as  Fidelity  Investments  take  m\\, 
tage  of  low  airtime  prices  to  ply  view 
with  spots  urging  them  to  dial  toll-ts 
numbers.  Barry  Fischer,  a  media  bue 
at  Wells  Rich  Greene/BDDP,  says  :t 
network  must  upgrade  ,t 
prime-time  programs  to  t 
more  blue-chip  advertise). 

The  trouble  is,  CNBC  il 
doesn't  have  a  marcpieeit 
traction  on  the  orderD 
Larry  King.  Its  main  ])rie 
time  offering  is  The  fa- 
Story,  a  two-hour  talk  slv 
featuring  personalities 
as  John  McLaughlin  i 
Jack  Anderson.  Cable-indS 
try  observers  say  the  sl>v 
has  improved,  but  somer. 
siders  say  it  isn't  str 
enough  to  anchor  the  pn 
time  schedule. 

Next  month,  to  coini 
with  the  marketing  en 
paign,  CNBC  will  rearr;i« 
the  prime-time  liniMi| 
beams  from  its  studios:- 
Fort  Lee,  N.J.  The  Mi 
Story  will  concentrate  ' 
harder  news  issues,  while  CNBC  v.  ill  ' 
two  new  programs:  Real  Life  ami  / 
Personal.  Real  Life  will  offer  sofiiT 
style  coverage,  and  Real  Person  a  i 
feature  talk  about  relationships.  11a 
says  it  won't  be  a  CNBC  version  dl'  / 
Connection.  But  he  adds:  "Peopii'  ! 
Kinsey  Institute  could  be  on  the  sIk 

Plenty  is  riding  on  such  decisi!- 
Larry  Gerbrandt,  a  cable  analyst  at  1 
Kagan  Associates,  estimates  that  i 
has  run  up  at  least  $60  million  in  i>|m 
ing  losses  from  1989  through  \W\  • 
top  of  the  $154  million  for  FNN.  Ba ' 
says  CNBC  will  break  even  this  year 
cash-flow  basis.  And  he  predicts  the 
work  will  recoup  its  FNN  investrT 
within  five  years.  To  meet  that  ja 
CNBC  will  have  to  offer  more  than  ji 
peek  at  the  Star's  next  scoop. 

By  Mark  Landler  in  Fort  Lee,  N.  J.,  'th 
Chuck  Hawkins  in  Atlanta 


A  Great  Deal  for  Business  Week  Readers . . . 


Quality  Books,  Dependable  Service 


Is  a  Business  Week  Book  Club  member,  you'll  save  up  to  50%  off  tfie 
lublisfier's  prices  on  a  wide  selection  of  quality  books  carefully  chosen  to  meet 
our  needs.  Every  3  or  4  weeks,  members  receive  the  Club  bulletin,  together 
/ith  a  dated  Reply  Card.  If  you  want  the  Mam  Selection,  do  nothing-it  will  be 
hipped  to  you  automatically.  If  you  want  another  selection,  or  no  book  at  all, 
jst  indicate  your  choice  on  the  Reply  Card  and  return  it  by  the  date  specified, 
'ou'll  always  have  at  least  1 0  full  days  to  decide.  If  the  Club  Bulletin  ever  arrives 
Jte  and  you  receive  a  Main  Selection  you  don't  want,  return  il  for  credit  at  our 
ixpense. 

)/g  Savings  and  Bonus  Books.  Discounts  can  run  as  high  as  50%  on  almost 
!very  book  you  buy,  and  you're  automatically  eligible  for  our  Bonus  Book  Plan, 
vhich  allows  you  savings  of  up  to  80%  off  the  publisher's  price. 

iasy  Terms.  Your  only  obligation  is  to  buy  two  more  books  at  regular  Club  prices 
luring  your  first  12  months  of  membership,  after  which  you  enjoy  the  benefits 
)f  membership  with  no  further  obligation. 

If  coupon  Is  missing  write  to: 
Business  Week  Book  Club,  Blue  Ridge  Summit,  PA  17294-0795 

Our  Guarantee. . .  If,  because  of  late  delivery  of  the  bulletin,  you  receive 
a  Main  Selection  you  don't  want  you  can  always  return  it  at  our  expense. 
In  fact,  if  any  selection  ever  fails  to  meet  your  expectations,  you  can  return 
it  for  a  complete  refund ...  no  questions  asked. 


Busines^Afeek 


Blue  Ridge  Summit,  PA  17294-0795 

□  YES!  Rush  me  the  following  titles,  billing  me  just  $4.97  (plus  shipping/handling 
&  tax),  and  enroll  me  as  a  member  of  the  Business  Week  Book  Club. 

Code  #  of  my  4  books  for  $4,97 


Code  #  of  my  FREE  book 


Note  Any  Counls  as  2'  iille  may  be  chosen  instead  ol  2  single  selections 

I  agree  to  purchase  just  two  more  selections  during  my  first  year  of  membership  as  outlined 
under  the  Club  plan  described  in  this  ad  A  shipping/handling  charge,and  local  tax  is  added 
to  each  shipment  Membership  in  the  Club  may  Ije  cancelled  by  the  Club  or  me  any  time 
after  the  two  book  purchase  has  been  ntade. 


Name_ 


Initial  Here. 


Address/Apt  #  

City/State/Zip   

All  books  hardcover  unless  otherwise  noted  Publishers'  prices  shown  Offer  valid  for  new  members  only, 
subtecl  10  acceptance  by  McGraw-Hill  Foreign  customers  must  remit  in  U  S  funds  drawn  on  U  S.  banks, 
subject  10  special  conditions  cDD^oor- 


Personal  Business 


R^OM  WITH  A  VIEW:  BWS  LEWYN  (LEFT^ 
PREPARES  FOR  LANMNG 


EDITED  BY  AMY  DUNKIN 


Leisure 


THE  WRIGHT  STUFF: 

HOW  TO  EARN  YOUR  WINGS 


I've  loved  airplanes  since  I 
was  a  kid.  Even  toilay,  niy 
idea  of  a  good  time  is  to 
eat  at  a  restaurant  near 
Washington  National  Airport 
that  provides  a  perfect  view 
of  planes  taking  off  and  land- 
ing. So,  when  a  friend  sug- 
gested that  I  join  him  for  fly- 
ing lessons,  it  didn't  take  a 
whole  lot  of  arm-twisting  for 


me  to  give  him  a  thumbs-up. 

Just  before  Christmas,  we 
joined  the  ranks  of  the  83,000 
aspiring  pilots  who  pick  up 
the  hobby  each  year.  Many  of 
them,  like  me,  are  profession- 
al men  in  their  30s.  Like  many 
beginners,  I  apjjroached  the 
task  with  a  mixture  of  excite- 
ment and  trepidation.  After 
all,  flying  small  planes  doesn't 


have  the  reputation  of  being 
the  safest  of  hobbies,  even 
though  statistics  show  that 
it's  a  lot  less  dangerous  than 
driving  a  car. 

CLOUD-WORTHY.  Getting  a  ba- 
sic private  license  to  pilot  a 
small  single-engine  plane  can 
cost  $2,000  to  $5,000,  depend- 
ing on  where  you  live.  The 
fees  include  the  cost  of  air- 


craft rental,  flight  instructi 
ground  school,  insurance,  £ 
books.  You  can  spend  mi 
than  $10,000  if  you  want 
get  an  instrument  flight  i 
ing.  That  allows  you  to  fly 
bad  weather,  when  you  m 
rely  on  instruments  to  lam 
Obtaining  a  private  licei 
usually  takes  six  to 
months.  You  need  35  to 


INFORMATION  SOURCES  FOR  BUDDING  PILOTS 

BOOKS  Aviation  Fundamentals,  Jeppesen  Sanderson,  Englewood,  Co.,  $32.9 

FAA's  Pilot's  Handbook  of  Aeronautical  Knowledge, 

Air  Safety  Foundation,  Frederick,  Md.,  800  638-3101,  $10.75 

GROUND         King  Schools,  San  Diego,  800  854- 1 00 1 , 
SCHOOL  $  1 69  for  private-pilot  course  to  pass  faa  written  exam 

VIDEOS  Sporty's  Pilot  Shop,  Batovia,  Ohio,  800  LIFTOFF,  $243  for  course 

MONTHLY  AOPA  Pilot,  Aircraft  Owners  &  Pilots  Assn.,  800  872-2672,  $39/year 
MAGAZINES    Flying,  Hachette  Maga.zines,  800  678-0797,  $24/year 

Private  Pilot,  Fancy  Publications,  303  447-9330,  $21.97/year 


of  flight  time.  After 
light  instructor  accred- 
— and  you  pass  a  physi- 

check  your  eyes  and 
.1  health — you  get  to  fly 
'hen,  you  must  pass  a 
test  with  an  examiner 
he  Federal  Aviation  Ad- 
•ation  and  a  50-ques- 
mltiple-choice  test, 
ose  a  school  called  the 
ight  Training  Center  in 
Washington,  Md.,  near 
ws  Air  Force  Base, 
)f  Air  Force  One.  If  you 
'ind  a  flight  school  by 
ing  through  the  Yellow 

you  can  get  informa- 
yf  dialing  the  nonprofit 
d  Aviation  Task  Force 
22-6359)  or  the  Aircraft 
s  &  Pilots  Assn.  (800 
12).  Visit  two  or  three 
;  before  signing  up  to 
sure  you  find  an  in- 
)r  you  like.  You'll  be 
ng  a  lot  of  time  togeth- 
lose  quarters, 
a  good  idea  to  attend 
al  ground  school,  or 
ip  on  your  own,  while 
ike  flight  lessons.  The 
d  study,  which  costs 

0  $200  for  roughly  20 
of  class  time,  will  rein- 
^our  flying  instruction, 
er  option  is  ground- 
videotapes  (table). 

NG  START.  Once  you 
on  a  school,  you'll  open 
count  for  flight  time. 
!ten  get  an  introductory 
at  a  discount,  perhaps 

1  hour,  compared  with 
$75  for  a  regular  les- 

ou  can  pay  as  you  go  or 
discount  by  paying  in 
:e.  Some  groups,  such 
^A,  will  lend  you  up  to 
with  no  collateral  to 
ivard  flight  lessons.  The 
I  interest  rate  is  14%. 
't  be  surprised  if  you 
'sick  the  first  time  out. 
ane  rocks  far  more  than 
and  the  engine  noise  is 
fling.  After  a  few 
that  queasy  feeling 
go  away.  The  first  few 
give  you  a  feel  for  the 
nentals.  My  first  lesson 
d  how  to  taxi  on  a  run- 
ifour  instinct  is  to  turn 
ke,  which  looks  like  a 
g  wheel  and  banks  and 
3  the  plane  while  you're 
air.  But  when  you're  on 
round,   you   steer  the 


plane  by  applying  pressure  to 
rudder  pedals  on  the  floor, 
which  control  the  direction  of 
the  wheels. 

After  about  25  hours  of 
flight  time,  I  become  confi- 
dent enough  to  wonder  about 
owning  a  plane.  But  most  peo- 
ple buy  a  plane  only  if  they 
plan  to  fly  at  least  200  to  300 
hours  a  year,  which  is  a  lot 
for  beginners.  For  most  new 


pilots,  renting  makes  more 
sense.  Rental  prices  range 
from  $35  per  flight  hour  for  a 
simple  two-seat  aircraft  to  $40 
to  $60  for  a  four-seater. 

Another  option  is  to  join  a 
flying  club,  which  is  the 
equivalent  of  vacation  time- 
sharing. Typically,  5  to  10  peo- 
ple co-own  the  plane.  You  pay 
an  initiation  fee  of  $200  to 
$2,000,  depending  on  the  equi- 


Tax  Tips 

A  NEW  PITFALL  FOR  THOSE 
WHO  PAY  IN  ADVANCE 


oes  1992  look  like  it 
I  will  be  a  better  year 
for  you  than  1991?  If 
so,  and  you  pay  estimated  in- 
com.e  taxes.  Congress  has 
come  up  with  something  that 
could  turn  your  happiness 
into  a  headache.  It's  a  new 
law  that  will  require  many  un- 
suspecting Americans  to  fork 
over  more  taxes  in  advance. 

The  change  affects  a  much- 
used  "safe  harbor"  proviso: 
No  matter  how  much  tax 
you'll  end  up  owing,  you're 
safe  from  underpayment  pen- 
alties if  your  quarterly  esti- 
mated installments  and  with- 
holding equal  100%  of  your 
previous  year's  tax. 

But  last  November,  in  or- 
der to  pull  in  additional  reve- 


nue to  pay  long-term  unem- 
ployment benefits.  Congress 
closed  that  safe  harbor  to  a 
new  class  of  taxpayers.  In- 
stead, these  people  will  have 
to  make  sure  that  their  quar- 
terlies cover  90%  of  their  1992 
tax  bill — or  they'll  face  a  pen- 
alty of  roughly  10%'  on  any 
shortfall  come  filing  time  in 
April,  1993. 

When  should  you  start  wor- 
rying that  you  can't  use  the 
100%  safe  harbor  rule?  If  it 
looks  as  if  your  adjusted 
gross  income  in  1992  will  top 
$75,000  and  will  also  exceed 
last  year's  AGI  by  more  than 
$40,000  (on  joint  and  single  re- 
turns alike). 

Especially  if  the  economy 
improves,  "many  people  may 


ty  interest  you  take.  There 
may  be  monthly  dues  of  $15 
to  $175,  which  cover  the  han- 
gar, insurance,  and  mainte- 
nance fees. 

I'll  probably  opt  for  a  flying 
club  when  I  get  my  license. 
Meanwhile,  I'm  trying  to  sum- 
mon up  the  courage  to  take 
my  first  solo  flight.  For  now, 
I'll  be  happy  just  to  make  it 
through  that.       Mark  Lewyn 


be  surprised  to  find  them- 
selves under  this  new  restric- 
tion," says  Bender's  Federal 
Tax  Week.  All  it  might  take  is 
for  one  spouse  to  land  a  good 
job  after  having  been  out  of 
work  last  year,  while  the  oth- 
er continues  to  have  self-em- 
ployment income  that  re- 
quires quarterly  estimated 
payments.  Selling  some 
stocks  at  a  big  profit  could 
spring  the  trap,  too. 
FEAST  OR  FAMINE.  Generally, 
the  rules  "will  catch  people 
who  aren't  rich  but  whose  in- 
come bounces  around  a  lot," 
warns  Wally  Head,  personal 
financial-planning  chief  at  ac- 
counting firm  Arthur  Ander- 
sen in  Chicago.  Among  them: 
real  estate  and  insurance 
salespeople,  attorneys  work- 
ing for  contingency  fees,  in- 
vestment bankers  who  get 
feast-or-famine  bonuses,  busi- 
ness owners,  and  employees 
who  get  a  lump-sum  settle- 
ment on  leaving  a  job. 

One  exception  is  if  the 
bulge  in  your  AGI  is  the  result 
of  selling  your  home.  Another 
is  if  you  haven't  paid  estimat- 
ed taxes  in  any  of  the  past 
three  years.  But  even  the  lat- 
ter won't  get  you  off  the  hook 
if  you've  been  hit  with  any 
underpayment  penalties  in 
that  period.  And  there  are 
several  other  complex  excep- 
tions to  check  out  with  your 
tax  adviser,  especially  if 
you're  involved  in  limited 
partnerships. 

If  there's  no  way  out,  Head 
suggests  "staying  on  the  safe 
side"  by  keeping  your  pay- 
ments above  90%  of  your  esti- 
mated tax.  You're  still  al- 
lowed to  underpay  your  first- 
quarter  installment  on  Apr. 
15.  But  then,  you'd  face  a 
catch-up  payment  with  the 
second-quarter  installment  on 
June  15.  Dick  Janssen 
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"Compustat  PC  Plus,"  from  McGraw-Hill.  Start  with  20  years  of  financial 
information  on  over  12,000  U.S.  compcinies.  Add  word-for-word  annual 
reports,  lOK's,  lOQ's  and  proxies  for  New  York  and  Americcin  Stock  Elxchange 
compcinies.  Combine  with  software  for  comprehensive  financial  analyses. 
Now,  place  it  all  in  the  palm  of  your  haind.  It  fairly  boggles  the  mind. 
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OOMPH,  ELEGANCE,  SILENCE: 
SURPRISE!  IT'S  A  CAMRY 


TNE  1 992  TOYOTA  CAMRY:  TAKING  AIM  AT  THE  HONDA  ACCORD 


ou  might  call  it  Toyo- 
ta's bargain  luxury 
car.  You  get  in,  crank 
the  starter,  and  there  it  is — 
the  almost  eerie  hush  that  has 
become  the  hallmark  of  the 
company's  Lexus  models. 


But  this  is  no  Lexus.  It's 
the  Toyota  Camry,  which  for 
1992  has  grown  from  a  boxy, 
practical  compact  into  a  quiet- 
er, more  stylish  midsize  car. 
It's  longer,  taller,  and  wider 
than  its  predecessor — which 


translates  into  15%'  more  inte- 
rior space  and  pits  it  grill-to- 
grill  against  the  Honda  Ac- 
cord and  the  Ford  Taurus, 
America's  two  most-popular 
cars. 

It's  no  secret  that  Toyota 
wants  to  unseat  the  Accord  as 
the  best-seller.  And  the  new 
Camry  is  a  car  that  could  do 
it.  An  optional  V-6  engine  has 
more  oomph  than  the  Tagfrus 
V-6  and  is  quieter  to  boot. 
And  shifts  of  the  automatic 
transmission  are  impercepti- 
ble— something  neither  com- 
petitor can  boast. 
The  Camry  shares  the  same 
basic  chassis,  engine, 
and  suspension 
with  the  Lexus 
ES  300  sedan,  in- 
troduced last  fall. 
More  important, 
Toyota  engineers  have 
made  extensive  use  of  vi- 
bration- and  sound-deadening 
techniques  developed  for  the 
Lexus,  such  as  steel-asphalt- 
steel  floor  and  wheelwell  pan- 
els and  fluid-filled  engine 
mounts.  They've  also  halved 
the  tolerances  on  the  fit  of 
body  panels,  to  1.5  millime- 
ters. Among  other  things, 


that    lessens    wind  ncK 
Technology  doesn't  cn 
cheap.  Sticker  prices  areu 
more  than  10%,  startinj.£ 
$14,368   and   running  al\ 
$20,000  for  the  top-of-then 
XLE  model.  Some  of  that  • 
ference  washes  out  with 
tions-turned-standard,  sue  i. 
air  conditioning  and  bodyo 
or  bumpers,  and  the  incluo 
of  driver's-side  air  bags.  i( 
sides,  even  after  popping 
optional  leather  seats 
antilock  brakes,  you  can 
pect  to  save  about  five  g  i. 
over  a  comparably  equipe 
Lexus  ES  300. 
MORE  TO  COME.  And  you'Uff 
a  superb,  elegant  car.  It'su 
quite  as  sporty  as  its  Loi 
brethren.  But  after  all,  i 
Camry  is  a  family  sedan,  li 
Toyota  plans  to  extend  h 
Camry  line  both  ways,  wii 
sportier  SE  version  cm 
this  month  and  a  roomy  .. 
ori  later  this  spring. 

When  Lexus  was  unvle 
21/2  years  ago,  its  enginsr 
promised  that  the  innova  ir 
would  trickle  down  U> 
Toyota  brand.  The  i 
Camry  proves  they  we;n' 
kidding.         Larry  Armstiv 


lany  investors  who  de- 
Ipend  on  the  double-dig- 
it interest  from  bonds  they 
bought  5  to  10  years  ago  got 
a  nasty  shock  recently  when 
issuers  called  the  bonds  be- 
fore maturity  to  refinance 
their  debt  at  lower  rates. 
Now,  chastened  yield-seekers 
know  they  should  study  the 
fine  print  in  every  bond  pro- 
spectus for  call  provisions 
that  can  cut  their  income. 

An  early  call  isn't  always 
bad  news,  however.  In  fact, 
callable  bonds  can  yield 
handsome  returns.  That's  be- 
cause what  you  earn  on  a 
bond  depends  not  only  on  its 
coupon  but  on  the  capital 
gain  or  loss  you  realize  when 
you  sell.  Callable  bonds  are 
usually  cheaper  than  compa- 
rable-quality noncallables. 
And  issuers  often  pay  bond- 
holders a  premium  when 
they  call  their  securities. 

Take  a  20-year,  $1,000 
bond  paying  10.. 5%  that  you 
bought  at  its  $1  000  face  val- 
ue in  1989  and  .s  callable  in 


Smart  Money 

WHY  AN  EARLY  CALL  NEEDN'T 
DISTURB  YOUR  SLEEP 


1994.  To  compensate  you 
somewhat  for  your  income 
loss,  the  issuer  will  buy  the 
bond  back  at,  say,  $1,050  (in 
bondspeak,  it's  quoted  as 
105).  In  addition  to  your  $105 
annual  interest  payments, 
you  will  have  earned  $10  a 
year  in  capital  gain,  for  an 
effective  yield  of  11%. 

This  year,  the  market  may 
value  your  bond  even  higher 


than  the  call  price,  since  its 
10.5%  rate  stands  out  in  the 
current  environment.  If  your 
bond  is  trading  at  $1,100, 
you'll  get  a  13.8%"  yield  by 
selling  now,  not  subtracting 
taxes  or  commissions. 

For  investors  not  already 
holding  high-coupon  bonds, 
some  bonds  callable  in  the 
next  couple  of  years  can  be 
excellent  short-term  plays, 


TWO  ATTRACTIVE  CALLABLES 

GTE  10  3/4  coupon,  matures  Sept.  15,  2017,  callable  Sept.  15, 
1997,  at  105,3,  now  trading  at  1  15.  Your  yield  to  call  is  7.8%,* 
compared  with  6.5%  for  five-year  Treasuries. 

OCCIDENTAL  PETROLEUM  1 0  7/8  coupon,  matures  Mar.  1 ,  1 996, 
callable  Mar.  1 ,  1 993,  at  par,  now  trading  at  1 05.  Your  yield  to  call 
is  5.6%,*  compared  with  5%  for  one-year  Treasuries. 

*Yields  will  be  higher  if  you  reinvest  your  interest.     DATA:  MASSACHUSEnS  FINANCIAL  SERVICES  INC. 


says  Thomas  Stef fanci,  di  c 
tor  of  fixed  income  at  Fifl; 
ty  Investments.  Say  you 
the  bond  described  ab  . 
now,  at  its  premium  of  0. 
When  the  bond  is  callecin 
1994  at  105,  your  two  yers 
of  10.5%'  interest  will  of  ^' 
your  capital  loss,  for  a  t . 
return  of  7.2%.  "The  ide:Ji 
that  over  two  years,  ycS 
not  only  do  better  than  J( 
money  market,  but  hei- 
than  you  would  with  be  1- 
trading  at  par,"  says  - 
fanci.  Why?  Newly  issuefD- 
vestment-grade  (s&P  A}r 
better)  two-year  bonds  v. 
yielding  about  6%,  and  to 
year  Treasuries  pay  5% . 

Patricia  Zlotin,  execu« 
vice-president  at  Massa^u 
setts  Financial  Services,  d- 
vises  investors  to  stick tc 
bonds  callable  in  the  ixt 
two  years.  Further  out,  f 
more  likely  that  inte'St 
rates  will  rise,  depres.ig 
your  bonds'  market  vk 
and  making  an  early  call  ss 
probable.  Joan  Wa 
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PERSONAL  E  INfS 


AFewExamdes 
:)fWhat'sBeiiigMade 
In  MexicoToday 

Investing  in  Mexico  is  truly  a  money-maldng  proposition.  BRNCR  5ERFIN 

Just  ask  a  few  of  your  competitors  who  have.  Fortune  1000  serfinF 
mpanies  in  tlie  appliance,  electronic  and  automotive  industries,  to  cite  a  few  examples. 

Companies  in  tliese  and  odier  industries  are  profiting  from  investments  in  one  of  tlie  world  s  top- 
rfomiing  stock  markets.  And  from  direct  investments  in  privatizations,  low-cost  production  sharing 
ints  and  joint  ventures. 

So  much  so,  in  fact,  that  ahnost  a  full  65  percent  of 
■eign  capital  invested  in  Mexico  has  come  f  rom  coq:)ora- 
ns  in  the  United  States. 

A  significant  portion  of  it  from  die  clients  soo 
Banca  Serfin.  For  as  Mexico's  most  ^ 
Derienced  international  bank,  no  4EteB?fc«» — 
e  has  arranged  more  sales  of 
te-owned  industry.  And  no  ^ 
e  can  provide  a  better  link 
3ur  country's  fast-paced  growth. 

Because  we  offer  every  seivice  from 
'estment  banking  and  export  finance  to 
kA  and  maquiladora 
istance.  In  short,  all  the 
^abilities  you  could  need. 

So  talk  with  Banca 
rfin  about  an  investment 
Mexico.  And  see  what 
;  can  make  of  it. 


Mexico  City       New  York         Tokvo  London  Toronto  Los  Angeles       Nassau  Belize  Seoul 

(525)709-7644  (212)574-9504  (8133)273-5911(4471)408-2151    (416)360-8900   (213)955-0749  (212)574-9500  (5012)7-81-79  (822)756-5186 
For  more  infomiaHon  on  investing  in  Me-tico,  call  toll-free  1-800-336-7330  (U.S.);  1-800-.336-6899  (Canada). 
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No  matter  where  news  broke  in  1 991 . 
Whether  it  happened  close  to  home  or  halfway 
around  the  world.  The  best  place  to  read  about 
its  impact  on  a  wide  range  of  industries  was  in 
the  pages  of  Business  Week. 

With  more  than  200  editors  in  25  bureaus,  we 
gave  our  7.3  million  worldwide  readers  global 
coverage  of  all  the  events  that  impacted  their 
businesses-while  the  news  was  still  hot.  And 
we  did  it  with  the  depth  and  tough-mindedness 
that's  made  us  the  most  widely  read  business 
magazine  among  the  world's  top  executives. 
Every  week  of  the  year. 
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INDEPENDENT 
SECTOR 


Just  a  fraction  of  what  we  spend  dining  ou 
could  help  pick  up  the  tab  for  a  good  cause. 


If  we  all  shared  just  a  small  amount  of 
our  money  and  time  with  the  causes  we 
really  c.  e  about, it  would  be  a  sure  recipe 
for  succc  s. 

Ag.iinst  hunger.  For  better  health. 
Or  to  impi  ove  our  arts  and  culture. 

Million  s  of  people  have  helped   

establish  five  percent  of  their  incomes  himi) 


and  five  hours  of  volunteer  time  per  week  £ 

■  America's  standard  of  giving. 

■  I  f  we  all  reached  this  standard ,  w 
f             could  generate  more  than  $  1 75  billion 
'             every  year.  With  a  force  equivalent  to 

million  full-time  workers. 

^  ^^M  tC»  make  it  your  goal  to  give  fiv 

el  back  w  immeasurable.  And  help  keep  society  well-nourished 
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AN  OFFER 
WORTH  THE  PAPER 
IT'S  PRINTED  ON. 

With  every  new  subscription. 

Business  Week  will  plant  a  tree 

in  one  of  America's  Heritage  Forests. 


lex  to  Companies 

iex  gives  the  starting  page  for  a  story  or  fea- 
th  a  significant  reference  to  a  company.  Most 
aries  are  incJexecJ  under  their  own  names, 
inies  listed  only  in  tables  are  not  included. 
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Every  week  Business  Week  brings  you  up  to 
date  on  the  world  of  business.  We're  committed 
to  bringing  you  coveroge  of  business  news  that 
is  not  only  timely  but  insightful.  Now,  we're 
also  committed  to  teaming  up  with  you  to  moke 
a  positive  contribution  to  our  environment. 

With  the  help  of  the  Global  ReLeaf  Campoign 
of  the  American  Forestry  Association  (AFA),  we 
will  plant  a  tree  in  one  of  America's  Heritage 
Forests  with  every  new,  paid  Business  Week 
subscription. 

Global  ReLeaf  educates  people  on  opportunities 
to  enhance  the  environment  through  improve- 
ment of  trees  and  forests.  The  campaign  creotes 
these  positive  environmental  opportunities  for 
individuals,  community  groups  and  businesses. 

The  Heritage  Forest  Program  is  one  such 
opportunity.  Heritage  Forests  are  speciol  public 
lands,  selected  by  the  AFA  as  lands  where 
private-sector  donations  con  create  new  forests, 
that  would  not  be  possible  under  existing  public 
programs  and  budgets. 


SUBSCRIBE  TO  BusinessWeek  NOW 

We'll  plant  your  tree  and  still  offer  you 
substantial  savings.  At  only  89<on  issue, 
you  save  64%  off  the  $2.50  cover  price 
and  make  a  positive  contribution  to  the 
environment. 

Enjoy  the  convenience  of  having  Business 
Week  delivered  and  the  satisfaction  of 
having  done  something  to  help  improve 
and  preserve  America's  forests. 

It's  easy  to  do.  Fill  out  one  of  the 
post-paid  cards  found  in  this  issue  and 
drop  it  in  the  mail  today  or  tall  toll-free 
1-800-635-1200. 

For  mote  infotmolion  on  ihe  Globol  ReLeot  Progtom,  toll  (202)  667-3300 
or  wiile  10  Ihem  ol  P  0  Box  2000,  Woshinglon,  D  C  2001 3 
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Van  Kampen  Merritt 


VAN  KAMPEN  MERRITT  INSURED  MUNICIPALS  INCOME  TRUST 


Build  tax-free  income 
on  a  solid  foundation. 


See  the  difference  tax-free  income  makes. 

The  Van  Kampen  Merritt  Insured  Municipals 
Income  Tmst  deserves  a  second  look.  The  income 
it  delivers  every  month  is  free  from  federal 
income  taxes  (and  depending  on  where  you  live, 
state  and  local  taxes,  too).  Bottom  line:  you  have 
more  money  to  spend  or  save. 

The  IM-IT  Trust  is  also  insured*  for  the 


prompt  payment  of  interest  and  principal  and  has 
a  regular  payment  schedule  for  easy  budgeting. 

Ask  your  investment  representative  for  a 
prospectus  containing  more  complete  information, 
including  all  charges  and  expenses.  Please  read  it 
carefully  before  you  invest  or  send  money.  Or  call 
1-800  DIAL  VKM  ext.  1109. 


Van  Kampen  MeniW 

A  XEROX  Financial  Services  Company 

Investing  With  A  Sense  of  Direction® 


•The  terms  of  the  insurance  are  more  fully  described  in  the  Trust  prospectus;  no  representation  is  made  as  to  the  insurer's  ability  to 
meet  its  commitments  and  the  insurance  relates  only  to  the  bonds  in  the  Trust  and  not  to  the  units  offered.  The  insurance  does  not 
remove  market  risk.  The  principal  value  and  investment  return  of  Trust  units  will  vary  with  market  conditions.  Thereft)re,  the 
redemption  value  of  Trust  units  may  be  more  or  less  than  the  original  value.  ®  denotes  a  registered  trademark  of  Van  Kampen 
Merritt  Inc. 
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1.0 

15.1 

PANIES  (Russell  1000) 

220.5 

1.1 

18.1 
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209.3 

2.7 
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(FINANCIAL  TIMES  100) 
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(TSE  COMPOSITE) 


2547.1 
21,936.4 
3605.9 


0.0 
2.7 
0.2 


16.1 
-8.4 
5.3 


90-DAY  TREASURY  BILL  YIELD 

3.93% 

3.92% 

6.1% 

30-YEAR  TREASURY  BOND  YIELD 

7.73% 

7.76% 

8.0% 

S&P  500  DIVIDEND  YIELD 

2.95% 

2.94% 

3.4% 

S&P  500  PRICE/EARNINGS  RATIO 

24.4 

23  5 

16  1 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-week  moving  overage 

393  3 

392.4 

Positive 

Stocks  obove  26-week  moving  overage 

71.0% 

71.4% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.36 

0.37 

Neutral 

Insider  sentiment;  Vickers  sell/buy  rotio 

1.56 

1.51 

Positive 
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18.9 
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33.2 

62  % 

BUILDING 

18.5 

86.1 

KAUFMAN  &  BROAD  HOME 

31.5 

106.3 

24  '/2 

TAINMENT 

14.9 

18.4 

WALT  DISNEY 

18.2 

27.7 
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MARE  AND  TOOLS 

10.9 

40.3 

BLACK  &  DECKER 

26.1 

103.4 
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/EEK  LAGGARDS 

%  change 
4-week 

S2-week 

Weakest  stock  in  group 

%  change 
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-18.7 
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-16.8 
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AND  GLASS  CONTAINERS 


-7.8 


29.6 


CROWN  CORK  &  SEAL 


-8.2 


28  8 
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-7.2 


43.5 


BIOMET 


-17.4 


98.0 


25 
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-6.1 
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-8.4 
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s 

c  total  return 

% 

LAGGARDS 

Fourweek  total  return 

% 

E  HUSON  GROWTH 

LD  AGGRESSIVE  GROWTH 

INT  SPECULATOR  LEVERAGED 

18,5 
15.0 
15  0 

STRATEGIC  GOLD/MINERALS 
FIDELITY  SELECT  ENERGY 
FINANCIAL  STRATEGIC  ENERGY 

-13.6 
-6.0 
-5.7 

total  return 

% 

52-week  total  return 

% 

IHEIMER  GLOBAL  BIO-TECH 

CAN  HERITAGE 

VEIS  EMERGING  GROWTH 

111.3 
107.6 

76.2 

STRATEGIC  GOLD/MINERALS 
FIDELITY  SELECT  ENERGY  SERVICE 
STRATEGIC  INVESTMENTS 

-28.0 
-20.6 
-12.8 

S&P  500 
4-weelc  total  return 


Average  fund 
52-week  total  return 


MORNINGSTAR  INC. 


TIVE  PORTFOLIOS 


mounts 
It  the  present 
$10,000 
I  one  year  ago 
portfolio 

ges  indicote 
total  returns 


U.S.  stocks 
$12,254 

-0.27% 


Foreign  stocks 
$11,515 

-^1.52% 


nil 


Treasury  bonds 
$11,396 

-1.15% 


Money  market  fund 
$10,495 

+0.08% 


DATA  RESOURCES  INC 


Gold 
$9,787 

-0.07% 


<  this  page  ore  as  of  market  close  Wednesday,  Feb  5,  1  992,  unless  otherwise  indicated 
lups  include  S&P  500  companies  only;  performance  and  share  prices  are  as  of  market  close 


Feb-  4.  Mutual  fund  returns  ore  as  of  Jan.  3  1 .  Relative  portfolios  ore  valued  as  of  Feb.  4  A  more  detailed 
explanation  of  this  page  is  ovcilable  on  request. 
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NEW  GERMANY,  NEW  BALL  GAME 

■  t  has  always  been  difficult  for  a  nation  to  come  to  terms 
H  with  diminished  power.  Yet  that  is  one  result  in  the 
H  U.  S.  of  the  West's  victory  over  the  Soviet  empire.  The 
threat  of  nuclear  annihilation  has  ended,  and  with  it 
America's  leverage  over  its  allies.  The  economic  clout  of  the 
U.  S.  doesn't  match  the  clout  of  the  old  nuclear  umbrella. 

Nowhere  is  this  suddenly  skewed  relationship  more  evi- 
dent than  in  our  relations  with  .Japan  and— even  more  strik- 
ingly—reunited Germany.  The  states  that  became  major 
economic  powers  under  our  nuclear  shield  have  already  be- 
gun asserting  their  economic  clout  by  asking  for  a  stronger 
voice  in  the  U.  N.  Security  Council,  the  World  Bank,  and  the 
International  Monetary  Fund. 

Americans  are  most  conscious  of  the  ongoing  change  in  re- 
lations with  Japan.  But  German  assertiveness  has  gone 
even  further.  Not  that  the  Germans  are  all  that  sure  how  to 
use  their  newfound  power  (page  50).  They  want  to  help 
Europe  become  more  competitive  and  more  unified.  Yet 
when  the  Germans  attempt  to  reshape  Europe  in  the  image 
they  deem  rational,  they  are  criticized  for  overstepping 
their  bounds— especially  in  Paris,  but  elsewhere,  too. 

So  it's  no  surprise  that  Washington  also  finds  Germany's 
emergence  as  a  full-fledged  European  power  a  mixed  bless- 
ing. There  are  clearly  positive  dimensions:  A  strong  German 
economy  is  a  major  market  for  U.  S.  goods.  The  Americans 
have  a  trade  surplus  with  Germany— and  Europe.  Further, 
thousands  of  U.  S.  companies  ranging  from  General  Motors 
Corp.  and  IBM  to  tiny  makers  of  parts  have  growing  market 
shares  in  Germany.  Some  companies  are  using  German 
partners  or  subsidiaries  to  help  strengthen  their  presence 
throughout  Europe,  both  Eastern  and  Western.  In  that 
sense,  the  Americans  are  far  more  tightly  woven  into  the 

economic  fabric  of  Germany  than  they  ever  will  be  in  Jta 
But  German  self-direction  still  makes  Washingtonj 
comfortable.  At  a  time  when  U.  S.  fiscal  policy  depend 
low  interest  rates,  it  chafes  that  the  Germans  won"t  I'a 
down  the  high  rates  they're  using  against  inflationai"y  ]{ 
sures.  And  the  State  Dept.  is  vexed  that  Bonn  bulldozec 
European  Community  and  Washington  into  recogni 
Croatia  and  Slovenia,  undermining  the  Administration 
stinct  to  put  off  a  decision.  Other  irritants  include  Gen, 
determination  to  protect  its  inefficient  but  politically 
tent  farmers  and  pointed  German  proposals  that  tln'  , 
commit  billions  for  struggling  peoples  in  the  East. 

Finally,  let's  face  it:  The  Germans  have  an  image  proe 
that  is  not  going  to  go  away— in  spite  of  Bonn's  excea 
record  on  human  rights,  its  sensitivity  to  the  burden  ( i 
own  history,  and  its  unmatched  track  record  as  a  stai 
member  of  the  Atlantic  Alliance.  Whatever  they  do,  tlu-  ■ 
stains  of  the  Holocaust  and  Nazi  aggi'ession  will  reniai 
That  being  said,  Washington  must  work  hard  to  re  a 
fully  engaged  with  the  Germans,  despite  the  ambiva 
feelings  each  has  about  the  other.  There  will  be  more  ti 
when  we  don't  agree  with  the  Germans.  There  also  wi  i 
times  when  we  are  irritated  to  find  that  the  U.  S.  visi( 
Europe  doesn't  mesh  with  the  German  view,  as  the  Gei: 
economic  powerhouse  is  increasingly  in  Europe's  dri  ?; 
seat.  But  despite  those  frustrations,  it's  important  t(n 
member  that  the  Washington  connection  is  extremeljin 
portant  to  the  Germans.  It  adds  to  their  respectability t 
legitimacy  in  Europe  and  helps  salve  century -old  Eum 
animosities.  Through  a  combination  of  economic,  diiilnn 
and  military  means,  Washington  must  continue  its  -lii' 
ularly  successful  post-World  War  II  engagement. 

HOW  NOT  TO  BUILD  A  RECOVERY 

resident  Bush's  economic  plan,  as  outlined  in  the  Jan. 
H^P28  State  of  the  Union  message,  is  180  degi'ees  off 

H      course.  It  amounts  to  inviting  consumers  to  go  on  a 
spending  spree  while  mounting  a  frontal  attack  on  long- 
term  savings.  It  reinstates  the  same  real  estate  tax  breaks 
thjit  led  to  massive  overbuilding.  Yet  it  allots  relatively 
short  shrift  to  rebuilding  America's  industrial  structure  and 
enhancing  the  skills  it  needs  to  compete  internationally. 

America's  personal  savings  rate  is  one  of  the  lowest  in  the 
industrialized  world.  But  savings  are  the  reservoir  into 
which  banks,  pension  funds,  and  insurers  dip  for  invest- 
ments. Higher  savings  equal  lower  interest  rates.  And  we're 
not  just  talking  about  brick  and  mortar:  American  R&D 
outlays  are  growing  at  a  slower  rate,  and  investment  in  our 
educational  system  continues  to  shortchange  our  children. 

Yet  the  Rush  plan  consists  mostly  of  spending  incentives 
apparently  designed  to  curry  favor  with  voters.  The  small- 

er  tax  withholdings,  the  $5,000  credit  for  first-time  I 
buyers,  and  the  reinstitution  of  passive  losses  on  real  e 
do  nothing  to  promote  the  idea  that  thrift  is  good.  The 
proposal  aimed  at  increasing  personal  savings— the  fie 
individual  retiremient  account— permits  the  money  t 
spent,  tax-free,  just  seven  years  from  now. 

Some  economists  are  saying  the  proposals  are  coi 
too  late  because  the  recovery  will  probably  be  here  ii 
summer,  tax  cuts  or  not.  And  the  plan  received  a  raspl 
fr"om  the  bond  mai'ket,  which  right  now  may  hold  omi 
sway  over  the  economy's  future.  The  market  clearly  sigi 
its  disapproval  of  Bush's  plan  by  pushing  long-term  int, 
rates  back  up  to  their  levels  of  early  autumn.  Higher  i 
jeopardize  the  first  tender  shoots  of  recovery  that 
peeping  out  of  the  snow  even  before  the  State  of  the  I 
speech.  What  a  bitter  twist  it  would  be  if  the  bond  mai 
disapproval  were  to  give  us  a  triple-dip  recession. 
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The  difference  between  zoom 
and  zooooooooooooom. 


L  you're  looking  for  a 
imcorder  that  can  bring 
le  action  up  close,  here  are 
U"ee  words  of  advice: 
itachi  Digital  Zoom. 

The  amazing  fact  is, 
'hile  most  ordinary  cam- 
)rders  can  get  you  only 
times  closer,  Hitachi's  new 
'igital  Zoom  is  capable 
[magnification  up  to  100 
mes.  Of  course,  as  with  all 
igital  camcorders,  at  ex- 
emely  high  zoom  levels, 
icture  clarity  diminishes. 

So  now,  when  your 
He  slugger  is  playing  deep 
mter  field,  you  can  catch 
/ery  detail  from  the  seats 
ehind  home  plate. 

When  your  favorite  singing 
roup  comes  to  town,  you  can 


are  hiding  in  the  background, 
you  can  bring  them  eyeball 
to  eyeball. 

With  Hitachi  Digital  Zoom, 
the  possibilities  are  endless. 

To  learn  more  about  Digi- 
tal Zoom  and  other  innova- 
tions like  Accushot,  Artificial 
Intelligence  and  Autohead 
Cleaner,  call  1-800-HITACHl. 
Your  dealer  will  show  you 
that  the  difference  between 
ordinary  camcorders  and 
Hitachi  camcorders  is,  among 
other  things,  a  whole  lot  of 
zoooooooooooooom. 


record  them  close  up  from  the  last 
row  of  the  balcony. 

And  when  all  the  zoo  animal 


HITACHI 


©  19V2  Hiiachi  Home  Eleaionics  i  America].  Inc. 


LINCOLTJ  MERCURY  DIVISION  Buckle  up-togelher  we  can  save  lives 


This  year's  Mercury  Sable  offers 
both  a  driver  and  optional  right 
front  passenger  air  bag 
Supplemental  Restraint  System— 
a  feature  not  offered  by  any 
other  manufacturer  in  this  class. 
(Manufactured  by  Ford  Motor  Co. 
Remember  to  always  wear  your 


safety  belt  even  though  your 
vehicle  is  equipped  with  air  baes. 


A  safe  driver  is  a  driver  in : 
Even  when  braking  on  icf 
or  rain-slick  roads. 
Sable's  available 
4-wheel  disc  anti- 
lock  braking  system 
helps  keep  the  driver  in  c0 
regardless  of  road  conditics., 
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NAS     FROM  DIGITAL 


ne  reason  Cel' ilat  Z  i  rnvp 
tions  IS  one  ot  the  fastest  gro  /ing 
cellular  telephone  companies  in  the 
Midwest  is  simple.  We  are  absolutely 
committed  to  giving  our  customers 
the  best  possible  service.  That's 
where  Digital  gives  us  an  edge. 

"We  chose  Digital  because  they 
believe,  as  we  do,  in  being 
innovative  and  flexible.  With 
systems  and  applications  from 
Digital,  we  can  spot  market  trends 
and  bring  new  products  to  market 
laster.  A  great  example  is  our 
telephone  rental  program  which 
now  accounts  for  more  than  60%  of 
our  new  customers. 

"With  Digital,  our  people  can 
respond  to  customers'  questions  and 
resolve  problems  quickly  and 
correctly.  Just  one  reason  we  have  a 
customer  retention  rate  that's  the 
envy  of  our  competitors. 

"And  when  Digital  brought  in  one 
of  the  first  VAX'"9000  mainframes,  it 
exceeded  all  our  expectations.  Within 
one  week  of  coming  on-line,  it  cut 
billing  runs  that  used  to  take  24  hours 
to  six.  We  can  now  get  bills  in  the 
customer's  hands  in  four  days  instead 
of  nine. 

"One  more  thing.  Digital  is  always 
open  to  integrating  with  other 
vendors.  They  actually  helped  us 
solve  a  software  problem  by  bringing 
in  ano  th  er  supplier.  And  their 
Network  Application  Support 
(NAS)  IS  ideal  for  integrating  all  our 
different  applications  and  systems. 

"What  more  can  we  say?  Digital 
performed  £is  promised. And  delivered." 

Digital  has  the  flexibility  to 
respond,  quickly  and  appropriately, 
to  the  needs  of  your  business.  And 
NAS  opens  new  ways  for  you  to 
gain  a  competitive  advantage. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  1  1  1 
Powdermill  Road,  MS01/K29, 
Maynard,  MA  01754-1418.  Or  cal 
your  local  Digital 
sales  office. 


SDIDOID 


HE    OPEN  ADVANTAGE 


* 


* 
* 


* 


* 


* 
* 
* 
* 
* 
* 


* 
* 
* 
* 
# 


* 


* 
* 


WHO 
Know  s    Mon  e y 

Management 

BETTER  THAN 

THE  NAME 

THAT 

inspired  it. 


IN  1  8  30  Judge  SAMUEL  PUTNAM,  presiding 
in  the  Massachusetts  SUPREME  COURT,  created  the 
GUIDING  PRINCIPLE  for  professional  MONEY 
MANAGEMENT.  His  PRUDENT  MAN  RULE 
states  that  WHEN  MANAGING  a  client's  INVEST- 
MENTS one  should  be  PRUDENT,  and  treat  THEM 
as  SAFELY  as  if  they  were  ONE'S  OWN.  In  193  7, 
INSPIRED  by  this  INHERITANCE,  his  great-great- 
grandson  FOUNDED  our  COMPANY.  Since  then 
we've  been  THRIVING,  INNOVATING  and  living 
by  the  wise  judge's  RULE.  And  with  more  than  $50 
billion  in  FIXED  INCOME  and  EQUITIES,  it's  a 
heritage  our  CLIENTS  continue  to  benefit  from  today. 


^Putnam 


A  TIME-HONORED 

TRADITION 
IN    MONEY  MANAGEMENT 


The   Putnam  Companies 
One  Post  Office  Square,    Boston    MA  02109. 
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SURE,  MICROSOFT  IS  ON  TOP  OF  THE  WORLD — BUT  A  HIGH  BANDWIDTH'  GUY  LIKE  BILL  GATES  ISN'T  TAKING  IT  EASY 


Cover  Story 

60  THE  MAGIC  OF  MICROSOFT 

Xo  aouDi  Bi.l  Gaitrs  v%-ou'd  call  ii 
"supercool."  Despite  the  continuing 
recession  and  the  slowdown  in 
}>ersonal-compuier  sales,  revenues  at 
Gates's  software  le\iathan  were  up 
56  -  in  1991.  His  workers  are  bright 
and  committed.  -\nd  Gates  is  the 
countr\""s  richest  man.  So  what's  to 
worn"  about'?  Well,  there's  the  Apple 
lawsuit,  the  Federal  Trade 
Commission  probe,  a  pack  of 

65   AN  OFFER  YOU  CAN  T  REFUSE 

Microsoft's  aggressiw  rtrcru;iing 
tactics  seldom  fail 


Top  of  the  Xew 


30  GREENSPAN'S  CRUSADE 

far.  i'-r  r.asn'i  L't-trii  able  to  ease 
:he  bond  markets'  inflation  fears 
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The  deeding  index  rose  slight^  during  the  week  ended  Feb.  1.  Calculation  error 
,-.  !ne  'n-ee  previous  weeks  have  been  corrected.  Improved  growth  rates  fo 
moterlols  prices,  M2,  and  real  estate  loons  offset  higher  bond  yields  and  fai'ln 
stock  prices.  Doto  on  business  failures  were  unavoiloble.  Before  colculction  of  th 
four-week  moving  overage,  the  index  increased  to  209,  from  207,7  In  the  previou 
-eei  ^D-^  ?he  month  of  Jonuory,  the  index  rose  *o  207.6,  from  206.4  in  E>ecember. 
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COAL   1  "  f^ous  of^errcs 

19  52-  = 
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-2  2 
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20.6 
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1.79 

1  8: 

•  -S 

FRENCH  FRANC  :  -21 

5  41 

5.00 

CANADIAN  DOLLAR  ,2  '2' 

1  IB 

'  '6 

115 

SWISS  FRANC  2  -2 

-3 

'  26 

MEXICAN  PESO  ,:2  12) 

3  049 

3  049 

2,964 

Sources-:  '•' c  or  Nex*  Yorx  ^anki  Currencies  ex.pressed 

oo,  ~<z  evp'essec  'n  dollars. 

n  units  per  J.  S 

dollar  excep 

tor  Br*s- 
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s^e 

''1  Chonge 
veer  090 

GOLD   2  1  2>  S/troy  oz. 

357  200 

354  300 

-2  c 

STEEL  SCRAP  ;2  11)=1  heovy,  S/tcr 

89  50 

89  50 

-139 

FOODSTUFFS   2  -O)  index  1967=100 

2Co  8 

204.2 

-0  3 

COPPER  2  ;  c  D 

102.8 

-8  4 

ALUMINUM  ;  s^c  - 

57  0 

-1~  1 

WHEAT  ;2  8)  ^2 -crd  S/bc 

COTTON  (2  Slsfnc  owmido.:-g  "  I  'loin   c,  id 

50  lo 

49  38 

-34,  1 

Sources:  London  VVed~?sday  f^nol  setng  Chicogo  market.  Commodity  Reseorch  Bureou,  Mete's 
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STOCK  PRICES  .2  -  S&F500 

412  43 

4-2.14 

Id 

CORPORATE  BOND  YIELD,  Aoa  ;  - 

s  25- 

8-25% 

-7 

INDUSTRIAL  MATERIALS  PRICES  :  - 

95,: 

94.5 

-1 

BUSINESS  FAILURES  .1  311 

NA 

361 

^ 

REAL  ESTATE  LOANS  :i  29)  billions 

5402,3 

S401  7 

MONEY  SUPPLY,  M2  n  2-:Diiiions 

S3  427  4 

S3  41  7.9r 

INITIAL  CLAIMS.  UNEMPLOYMENT  (i,25 

thous.  450 

460r 

7 

Sources:  S-z-zz'z  i  -cz-  s      codys,  JournoJ  of  Com.merce  [Index:  1  980=100),  Dun 
B-'odstree:  ifol-ures  of  -orge  compontes).  Federal  Reserve  &oard  Labor  Dept  C13CR  seasonollyi 
(usts  data  on  business  failures  and  real  estate  loans 
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BUSINESS  WEEK  PRODUCTION  INDEX  -c^            i-^-         '-4  4-  i 

BUSINESS  WEEK  LEADING  INDEX  Uon ) 

207.6 

206. 4r 

EMPLOYMENT  CIVILIAN  -illions 

117.1 

116  7 

C 

UNEMPLOYMENT  RATE,  CIVILIAN  ..c-.  i 

Sources:  :      0  5CR  5.5 

1      I,M  .11  h'VWi' 
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Week 

MONEY  SUPPLY,  Ml  •  2- 

S924  4 

$912.6r 
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288.7 

289.5r 

-IC 

FREE  RESERVES  :  f 

961 

789r 

-62 

NONFINANCIAL  COMMERCIAL  PAPER  ;i 

29)  132.8 

133.3 

-IC 

Sources:  "eoe-o  Resen-e  Boord  (in  billions  e 

»cer-  -c-  ^ee  -ese--e 

wnjch  are  expressed  fo 
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FEDERAL  FUNDS  ,2  111 

3.83°.- 

6-29 

PRIME  .2  121 

6  50 

6  50 

9.0c 

COMMERCIAL  PAPER  3-MOHTH  ,211; 

3  9- 

4  09 

6.45 

CERTIFICATES  OF  DEPOSIT  3-MONTH  2 

2'               3  93 

4  03 

6-44 

EURODOLLAR  3-MONTH  2  8) 

4.08 

6.53 

Sources:  'eze"  \es.e-'e  Eto-crd  Rrst Boston 
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what  you  need  to  achieve  your  personal 
best.  It's  an  attitude  reflected  m  our  products— 
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Games.  And  it's  been  a  driving  force  behind  our 
support  for  local  and  international  sports  and 
gymnastic  competitions  for  the  past  10  years. 

All  of  us  at  Brother  look  forward  to  the  1992 


Olympics,  where  once  again 
we'll  join  the  world  s  top  athletes 
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Winter  Games  m  Albertville.  France,  and  the 
Summer  Games  in  Barcelona.  Spam,  we'll  be 
there  to  support  the  ^ 
contestants— and  help    ^  i '^ggj^ggg^ « 

them  achieve  the  goal    "-I  _i_ 

we  all  share. 
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A  TAX  WINDFALL 
FOR  UNCLE  SAM? 


Regarding  the  article  "Housing  may 
need  more  than  falling  rates  ..." 
(Economic  Trends,  Jan.  20):  While  it  is 
true  that  consumers  are  benefiting  from 
lower  interest  rates,  it  should  also  be 
pointed  out  that  the  government  (feder- 
al, state,  and  local)  will  benefit.  Because 
the  homeowner  will  have  less  mortgage 
interest  to  write  off,  more  income  will  be 
subject  to  tax. 

Based  on  estimates  of  mortgage-inter- 
est savings  by  economists  ($15  billion  to 
$40  billion),  I  believe  the  windfall  to  the 
government  could  be  from  $4  billion  to 
$6  billion.  Whether  or  not  the  economy 
gets  a  boost  because  of  lower  interest 
rates,  the  govermiient  t&x  coffers  will 
increase. 

Donald  A.  Hurdle 
Sacramento 


GAS  GUZZLERS  ARE  STILL 

THE  SAFEST  AUTOS  

Your  article  "Cars  are  getting  small- 
er— but  they're  also  getting  safer" 
(Economic  Trends,  Dec.  30)  recalls  a 
faulty  syllogism:  All  dogs  are  white;  this 
animal  is  white;  this  animal  is  a  dog.  The 
General  Accounting  Office  suggests 
that  smaller  means  safer  because  crash 
deaths  declined  even  as  car  size  dimin- 
ished. But  the  favorable  casualty  figures 
came  in  spite  of  size  reductions,  not  be- 
cause of  them.  The  past  15  years  de- 
scribe a  revolution  in  vehicle  safety. 
Safety  belts,  air  bags,  child-safety  seats, 
more  crashworthy  vehicles,  and  more 
forgiving  interiors  all  contribute  to  a 
plunging  fatality  rate  that  sets  record 
lows  year  after  year. 

Yet  ironically,  these  favorable  num- 
bers disguise  the  increase  in  deaths 
resulting  from  the  long-term  decrease 
in  vehicle  size  and  weight.  Between  1972 
and  1983,  the  American  automobile  lost 
about  1,000  pounds — and  the  conse- 
quence is  an  additional  1,340  deaths 
and  many  thousands  of  injuries  each 
year  in  single-vehicle  crashes  alone. 
Why?  Because  smaller,  lighter  vehicles 
are  less  stable  and  tend  to  roll  over 
more  frequently;  rollover  crashes  are 


among  the  potentially  most  sevt 
Large  car-small  car  crash  tests  c 
ducted  by  the  National  Highway  Tra 
Safety  Administration  (XHTS.\)  ear 
this  year  proved  what  common  se 
and  a  rudimentary  grasp  of  physics  j 
diets:  Small-car  occupants  face  sigr 
cantly  greater  risk  of  death  or  disabl 
injury  in  a  collision  with  a  larger  vehi 
Can  small  cars  be  made  safer  today 
their  counterparts  of  a  decade  ago? 
tainly,  but  the  relative  safety  advant: 
of  a  comparably  equipped  large  car  ci 
trasted  to  a  small  car  cannot  be  set  an 
or  ignored.  To  suggest  otherwise  d 
disservice  to  the  U.  S.  motorist. 

Skipp  Cah 
Direi 

Office  of  Public  &  Consumer  Aff: 
U.  S.  Transportation  Dt 
Washing! 

CHARMED  BY  ^ 
THE  DODGE  VIPER 

Your  writer's  review  of  the  Dot 
Viper  suggests  that  Chrysler 
failed  to  produce  a  practical  sports 
that  can  be  driven  comfortably  to  w 
each  day,  rain  or  shine  ("This  Dodge  : 
daredevil's  delight,"  Personal  Busin 
Jan.  20).  I  don't  believe  this  was  Ch 
ler's  goal  in  designing  the  Viper.  A  1 
of  air  bags,  of  power  windows,  and 
digital  readouts  of  gas  mileage  and  i 
rior  temperature  are  welcome  simf 
ties  not  only  to  "gearheads"  but  al& 
automotive  enthusiasts  who  long  for 
days  of  the  A.  C.  Cobra,  the  Hemi  'Ci; 
etc.  The  "whoosh  of  the  wind  and 
rumble  of  the  engine"  are  pleasurat 
experiences  to  such  enthusiasts. 

Brian  S 
Atla 

I  any  people  do  not  realize  that  - 
U'iper  project  was  an  experimt 
to  teach  an  out-of-touch  car  buil( 
Chrysler,  how  to  design,  produce,  ; 
manufacture  an  automobile  in  a 
month  cycle,  as  do  its  Japanese  coun"- 
parts.  It  paves  the  way  for  new  prodi  ■ 
that  are  forthcoming  in  the  years 
come. 

To  me,  a  Honda  owner,  their  new 
dans  and  new  Jeeps  look  to  be  state 
the-art.  If  they  prove  to  be  good  qua* 
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According  to  J.D.  Power  &  Associates, 
the  Town  &  Country  has  the 
best  customer  satisfaction  ranking  of  any  minivan. 
By  a  comfortable  margin. 

The  American  family  never  had  it  so  luxurious.  An  abundance  of  leather.  Power 
windows  and  door  locks.  And  the  American  family  never  had  it  so  safe.  With 
a  driver's  minivan  air  bag.*  Anti-lock  brakes.  Or  the  available  all-wheel  drive. 


It's  no  wonder  Town  &  Countrv 


owners  are  more  satisfied 


than  any  other  minivan 


owners  in  the  world!  And  for  1992, 


we  now  offer  the  Owner's  Choice  Protection  Plan.  Choose  between  a  3-year/36,000-mile 
bumper-to-bumper  warranty  or  a  7-year/70,000-mile  powertrain  warranty!^  Which  should  make 
next  year's  margin  even  more  comfortable.  For  more  information,  call  1 -800-4 A-CHRYSLER. 

ADVANTAGE:  CHRYSLER 

A        DIVISION         OF        CHRYSLER  CORPORATIOrj 


•  Fully  eftective  only  with  seat  belt,  tj  D.  Power  and  Associates  1991  bght  Duty  Truck  Customer  Satisfecrion  with  prujuct  quality  and  dealer  sm  ice  Srudy  hascd  on  a  tol.ii  of  official  sponsor  U 

10,458  consumer  responses  on  1990  models,  ft  First  owner  chcx)ses  cither  1/12  basic  with  7/70  powertrain  OR  V^b  basic  warranty  1,  16  excludes  normal  maintenance.  °' lun  O 

adjustments  and  wear  items.  See  these  limited  warranties  and  details  at  dealer.  Restrictions  apply  ^VeT'^-Teo"  \^ 


PORTRAIT  OF  A  QUITTER 


iISi  PriaTnsceuticals 

Or^sion  of  C  BA-GEIGY  lorpofaton 
Sunmtl  Nev<  Jersey  07901 


If  YOU'VE  GOT  THE  WIL 


See  bnel  summary  ol  Prescribing  Inlormalion  on  next  page 


.y  family  has  been  after  me  to  quit  smoking  for  a  long  time. 
So  I've  tried  everything.  Even  cold  turkey.  But  eventually,  I'd  go 
right  back  to  smoking  again. 


AD  ONE  BELIEVED 
I  WOULD  EVER 
REALLY  QULTSMOKLNG. 


Then  my  doctor  suggested  a  new  approach  that 
included  the  Habitrol™  (nicotine)  patch.  Habitrol  is  a  skin 
patch.  When  used  as  part  of  a  comprehensive  smoking  cessation 
program,  it  has  been  clinically  proven  to  significantly  increase 
the  chances  of  quitting  by  relieving  the  craving  for  nicotine. 

In  addition  to  the  smoking  cessation  program,  I  was 
given  a  free  kit.  The  kit  includes  tips  on  getting  through  the 
rough  times  and  an  audio  tape  for  relaxation  and  motivation. 
My  doctor  is  a  big  support  as  well.  He  even  gave  me  a  list  of 
support  groups  I  could  attend. 

Of  course,  Habitrol  won't  work  for  everyone.  Only 
your  doctor  can  determine  if  it's  right  for  you.  If  you're  pregnant 
or  suffer  from  any  serious  disease,  be  sure  to  tell  your  doctor.  The 
most  common  side  effect  is  skin  irritation. 

If  you're  really  determined  to  quit,  ask  your  doctor 
about  Habitrol  therapy.  Or  call  l-SOO-YES-U-CAN,  for  more 
information,  today. 

If  you're  tired  of  quitting  and  failing,  this  could 
be  your  chance. 

NEW 

IW  YOU  CAN  HA  VE  THE  POWER.  Habitix^ 

(nicotine) 


Habitnii  ■ 

(nicatinei 

Tranafemiai  Tlierapeulic  SfStem 

Srste.tiic  deii»ery  of  21 ,  14,  or  7  mg/daj  over  24  hours 

BRIEF  SUMMARY.  FOR  fUU  PRESCRIBING  INFORMATION  SEE  PACKAGE 
INSERT. 

INDICATIONS  AND  USA6E 

idL  ■ .         ' i 'C  cateo  as  an  aid  10  smoking  cessalion  tor  Jie  relief  oinico- 
tir*  *iM'a«i2!  sympioms  Habitrol  Iteatren!  snould  be  used  as  a  part  ol  a  com- 
p^ehtJ-'si'.:  b»'l^■'C'al  snokmg  cessalion  program 

I"--  .  ■:  /     " :  syslems  lor  longer  than  3  months  has  nol  been  studied 
CONTRAINDICATIONS 

Ustr  :  ■  2i  .  :,s;'5  IS  contraindicaled  inpatients  with  hypersensitivity  or  aller- 
gy    ^cir  e    to  any  ol  the  components  ol  the  therapeutic  system 
WARNHI6S 

Nicaii';  ai>  source  can  be  toxic  and  addictive  Smoking  causes  lung  canca 
hean  disease  emohysenia  and  rnay  adversely  aliect  the  lelus  and  the  pregnant  woman 
Fo(  any  sTioket  with  or  without  concomitant  disease  or  pregnancy  the  risk  ot  nicotine 
replacement  :r  a  smoking  csssatiofi  program  should  be  weighed  against  the  hazard  oi 
continuec  smoking  wtiile  usmg  Hafttrol  systems  and  tie  likelihood  ol  actiieving  ces- 
salivi- 1?  sTfflkir'^  wif  Out  nicotine  replacement 
Pregnancy  Warning 

T:Sa;,-  '      a"  :fi  fas  been  shown  lolKharmlui  to  the  letus,  contains 
r-^,:.-^  "'<y.ii'  -ij^ide  and  carbon  monoxide  Nicotine  has  been  shown  m 
3ri;rr:a  siudics  tc  caLSe  letal  harm  It  is  Iherelore  presumed  thai  Habitrol  treat- 
i'^'  ■     ;aiiS<  felal  harm  when  administered  to  a  pregnant  woman  The  ellect 
j'  'iiOli.".c  jfeiiveiy  by  Habitrol  systems  has  not  been  examined  m  pregnancy 
(see  PRECAUTIONS  Other  Ellects)  Therefore  pregnant  smokers  sfiould  be 
eiccjraged  :o  attempt  cessation  using  educaiionaf  and  behavioral  interven- 
tions before  iismg  phar^nacologicai  approaches  II  Habitrol  ttierapy  is  used 
during  pregnancy  or  il  the  patient  becomes  pregnant  while  using  Habitrol 
fieatrr^nr.  !ft<-  oatien'  TZ'.'i  be  apposed  ol  the  potential  hazard  to  the  fetus 
Safetf  Note  Concerning  Cliildren 

Tv  ;    -  -      :  r  ■ ;  -'3180  t)y  adult  smokers  can  produce  symptoms 

c'fo;.  .-  ;'3  ^  Hapitfoi  systems  are  applied  Or  iHgested  by 

Jiils,  ;e;s  useo  21 -jjaysyslems  contain  about  60°o  (32  mg)  of  their  ini- 
tial ir^jg  conten:  Theietore  patients  should  be  cautioned  to  keep  both  used  and 

.i'i  '-^SLu-o'  Systems  Cut  dine  reach  ol  children  and  pels 
PRECAUTIONS 
General 

r"  >';jiO  oe  urged  to  stop  smoKing  completely  when  initialing  Habilroi 
therapy  (see  DOSAGE  AND  ADfvllNISTRATlON)  Patients  should  tie  mlormed  that  it 
[hey  conlin  je  to  smoke  while  using  Habitrol  systems  Ihey  may  experience  adverse 
effects  due  to  peak  nicotine  levels  higher  than  those  experienced  trom  smoking 
alone  ft  th.ere  is  a  clinically  significant  increase  m  cardiovascular  or  other  ellects 
attributable  to  nicotine  the  Hat)itrol  dose  should  be  reduced  or  Habitrol  treatment 
discontinued  (see  WARNINGS)  Physicians  should  anticipate  that  concomitant 
medications  may  need  dosage  adjustmenl  isee  Drug  Interactions) 

The  use  3l  Habitrol  systems  beyond  3  months  by  patients  who  stop  smoking 
sh:„'C  be  d-sccuragea  because  the  ctironic  consumption  ol  nicotine  by  any  route 

be  ha;miul  and  addictmg 
Atlergic  Reactions:  in  a  6-week  open-label  dermal  irritation  and  sensitization 
study Hdbi'-3i  systerra  22  oi  220  patients  exhibited  definite  erythema  at  24 
^:urs  aS=r  j;-.ii:at!on  Upon  rechallenge  3  patients  exhibited  miid-to-moderate 
coT'tac-t  allergy  Patients  with  contact  sensitization  should  be  cautioned  that  a  sen  - 
cus  'eaciion  couid  xcur  from  exposure  to  other  nicoline-conlammg  products  or 
i-nokhj  It  the  efficacy  tnals  erythema  lollowmg  system  removal  was  typically 
siS^  abcM  IT'o  of  patients  some  edema  m  A%.  and  dropouts  due  to  skin  leac- 
ilo'n  iXJj-'ed  T  6'c  ot  patients 

P&s:'i  should  be  instructed  to  promptly  discontinue  the  Habilroi  treatment 
and  .on^!  iheir  piiysicians  il  Ihey  experience  severe  or  persistent  local  skin  reac- 
''c-rt  r  ;he  site  of  application  (e  g  severe  erythema  pruritus  or  edema)  or  a  gen- 

:tJ;-  -  vaction  (eg  urticaria  hives  or  generalized  rash) 
Skin  Disease:  Habitrol  systems  are  usually  well  tolerated  by  patients  wilh  normal 

■  ce'rvatngfr  oatiems  with  some  skin  disorders  (atopic  or  eczema- 

CanHotasculai  ot  Peripheral  Vascular  Diseases:  The  risks  ol  nicotine 
'  '  li.  T-13 1.  -  ;ena.n  .aiaiovascijiar  and  peripheral  vascular  dis- 
eases should  tie  weighed  against  the  benefits  ol  including  nicotine  replacement  m 
a  smoking  cessation  program  lor  them  Specilically,  patients  with  coronary  heart 
disease  (history  of  myocardial  infarction  and/or  angina  pectoris),  serious  cardiac 
arrhythmias  or  vasospastic  diseases  (Buerger  s  disease  Prmzmeial  s  variant  angi- 
nal should  be  carelully  screened  and  evaluated  before  nicotine  replacement  is  pre- 
scribed 

Tachycardia  occurring  m  association  with  the  use  ol  Habitrol  treatment  was 
•epo^ed  occasionally  It  serious  cardiovascular  symptoms  occur  with  Habitrol 
•:eir*.'<i  it  should  be  discontinued 

Habit.'o'  o'ealn^nt  shculd  generally  not  be  used  m  patienis  during  Ihe  immedi- 
a'^ .  s'  r.iC-xi'Jii  '■'3'".' :^  pe' od  patients  with  serious  arrythmias  and 

is '..:t,  A:  «--c3nginapectoris 

Kenat  or  Hepatic  Insutliciencf:  The  pharmacokinetics  ol  nicotine  h^ve  not 

'  Ij^i,:  r  "t  r     ,  v  r  calienis  with  renal  or  hepatic  impairment 
j.'iif,,  3ia:  riico^ne  is  extensively  metabolized  and  that  its  total  system 
.i'W)'...-:  IS  dependent  on  liver  blood  How  some  mtiuence  ol  hepatic  impairment 
or  Ji.ii  kittiics  (reduced  clearance)  should  be  anticipated  Only  severe  renal 
irr/Kairti^i .  wou.d  be  expected  to  adect  the  clearance  ot  nicotine  or  its  metabolites 
ftoK  Js  cirjjjat  or  (See  CUNiCAL  PHARMACOLOGY  Pharmacokinetics) 
Cndoei'me  Diseases:  Habitrol  treatment  should  be  used  with  caution  m 
palie  it;  .'.i;r  '  .p^'tnyro'dism  pheochrgmocytoma  or  insuim-dependenl  dia- 
betes s-i -      causes  the  release  ol  catecholamines  by  Ihe  adrenal  medul- 

'3 

Peptic  Ulcer  Disease:  Nicotine  delays  healing  m  peptic  ulcer  disease  Iherelore, 
Habif'o  ved;-*''  /  ■  -  c  be  used  with  caution  m  patients  with  active  peptic  ulcers 
and  or  :y  whti  IS-:  L^'enls  ot  including  nicotine  replacement  in  a  smoking  cessa- 
tion jrogran:  cjiwe'C"  ire  'isks 

AeeeferatedHypertsiBloii: Hicohm  constitutes  a  risk  (actor  lor  development 
ot  maligfian'  hypertens "     salients  with  accelerated  hypertension  Iherelore, 
Habilroi  t'edtr'ieri  5^- uio  :e  ,.=ed  with  caution  m  these  patients  and  only  when  Ihe 
t»n;eiVi  j'  I'xiadng  n --riacement  m  a  smoking  cessation  program  out- 
.^eig:  T:e;,s'<s 
Inforrriatisn  for  Patents 

i  a'  •  ■  -  i.'SlroCtiu'  sheet  is    ucec  m  (he  package  ol  Habitrol  systems  dis- 

:  lu pat'sr.t  II  contains  -p  jrtant  inlormatior  and  instructions  on  how  to 
::-c  3  , v,.ie  i;'  H;.bilrol  systems  oroperiy  Patients  should  be  encouraged  to 
i'k  i. : !  ■ .  ■.  0;  ihe  nysician  and  pharmacisl 

"aii-Sis  ..\ ,  te  advised  t:  keep  both  used  and  unused  systems  out  ol  the  reach  ol 


children  and  pets 
Drug  Interactions 

S":- with  or  without  nicotine  replacement  may  alter  the  pharma- 

;  :'      '  :nncomi!ani medications 
May  Require  a  Decrease  In 

Dose  a1  Cessation  of  Smoking     Possible  Mechanism 

imipramine,  oxazepam,  enzymes  on  smoking 

pentazocine,  propranolol,  cessation 
theophylline 


in  35%  of  patients  on  Habitrol  treatmenl  in  the  clinical  trials  Local  eiythema  alter 
system  removal  was  noted  at  least  once  in  17%  ot  patients  and  local  edema  in  4% 
Erythema  generally  resolved  within  24  hours  Cutaneous  hypersensitivity  (contact 
sensilizalioni  occurred  'n  2%  of  patients  on  Habilroi  treatment  (see  PRECAU- 


Probably  Causally  Related 


e-'iy  in  Habit'ol-trealed  pslents  ; 
:: -a  in  clinical  trials 


Insulin 


Increase  ol  subcutaneous 
insulin  absorption  with 
smoking  cessation 


Adrenergic  antagonisis 
(e  g  prazosin  labetalol) 


Decrease  in  circulating 
catecholamines  with 

smoking  cessation 

May  Require  an  Increase  In 

PBSt  at  Cessation  ot  SnuKIng      Possible  Mechanism 

Aore-e'5 :  ago'  s:s  DKiease  r  :,rc^.ai,ng 

le  g  ,  isoproterenol  catecholamines  wilh 

phenylephrine)  smoking  cessation 

Carcinogenesis,  Mutagenesis,  Impairment  ot  Fertility 

Ni::'  -  >  ;  -r  '  \r'  '  ::;'a!ory  animals  However 

mcr'rr;  re' ^'^'ors  m  the  cheek  pouch- 

es 01  namslers  ano  loreslamjcn  ol  F344  lals.  respectively  when  given  in  combina- 
tion with  tumor-iniliators  One  study  which  could  not  be  replicated  suggested  that 
cotinine  the  primary  metabolite  ot  nicolme  may  cause  lymphorcticular  sarcoma  m 
the  large  intestine  in  rats 

Nicotine  and  colmme  were  not  mutagenic  in  the  Ames  Salmonella 
lest  Nicotine  induced  reparable  DNA  damage  in  an  f  coli  test  system  Nicotine 
was  shown  to  be  genotoxic  m  a  lest  system  using  Chinese  hamster  ovary  cells  In 
rats  and  rabb*  imoianlalion  can  be  delayed  or  inhibited  by  reduction  in  DNA  syn- 
thes !  ■"!'        ■: :;-sed  by  nicotine  Studies  have  shown  a  decrease  in  litter 

-  1.  -   ::     luring  gestation 

Pregnancy  Category  0  >ee  WARNINGS) 

The  harmiui  ehecls  01  Cigarette  smoking  on  maternal  and  letal  health  are  clearly 
established  These  include  low  Oirth  weight  an  increased  risk  ol  spontaneous 
abortion,  and  increased  perinatal  mortality  The  specilic  effects  ol  Habitrol  treat- 
menl on  letal  development  are  unknown  Therelore  pregnant  smokers  should  be 
encouraged  to  attempi  cessation  using  educational  and  behavioral  interventions 
belore  using  pharmacological  approaches 

Spontaneous  abortion  during  nicotine  replacement  therapy  has  been  reported 
as  with  smoking  nicotine  as  a  contributing  laclor  cannot  be  excluded 

Habitrol  treatment  should  be  used  during  pregnancy  only  it  the  likelihood  ol 
smoking  cessation  lustilies  the  potential  risk  ol  use  ol  nicotine  replacemeni  by  the 
paiienl  who  may  continue  to  smoke 
Teratogenicity 

liiiirrai  Studies:  '.icoline  was  shown  to  produce  skeletal  abnormalities  in  the  otl- 
sp-irg t.,^  wnen  given  doses  toxic  to  the  dams  (25  mgAg/day  IP  01  SO 
HmuH Studies:  Nicotine  teratogenicity  has  nol  been  studied  m  humans  except 
as  a  component  ol  cigarene  smoke  (each  cigarette  smoked  delivers  about  1  mg  ol 
nicotine)  It  has  not  been  possible  to  conclude  whether  cigarette  smoking  is  terato- 
genic to  humans 
Other  Effects 

/(B/ma/Sfi/d/e»;  A  nicotine  bolus  (up  to  2  mg/kg)  to  pregnant  rhesus  mon- 
keys caused  acidosis,  hypercarbia  and  hypotension  (tetal  and  maternal  con- 
ceniralions  were  about  20  times  those  achieved  alter  smoking  1  cigarette  in  5 
minutes)  Fetal  breathing  movements  were  reduced  m  the  letal  lamb  alter 
intravenous  mieclion  ol  0  25  mg/kg  mcolme  to  the  ewe  (eguivalent  to  smok- 
ing 1  cigarette  every  20  seconds  lor  5  mmutesl  Uterine  blood  How  was 
reduced  about  30%  alter  mlusion  ol  0  1  mg/kg/min  nicotine  lor  20  minutes  to 
pregnant  rhesus  monkeys  (eguivalent  to  smoking  about  6  cigarettes  every 
minute  lor  20  mmutesl 

Hman  Experience:  Cigarette  smoking  during  pregnancy  is  associated  with  an 
increased  risk  ol  spontaneous  abortion  low-birth-weighl  mlants  and  pennatat  mor- 
tality Nicotine  and  carbon  monoxide  are  considered  the  most  likely  mediators  ol 
these  outcomes  The  ellects  ol  cigarette  smoking  on  letal  cardiovascular  parameters 
have  been  studied  near  term  Cigarettes  increased  letal  aortic  blood  flow  and  heart 
rate  and  decreased  utenne  blood  How  and  letal  breathing  movements  Habitrol 
treatment  has  not  been  studied  m  pregnant  humans 
LaiMr  aid  Ddlveiy 

Habilroi  systems  are  not  recommended  to  be  lett  on  during  labor  and  delivery  The 
ellects  ol  nicoline  on  the  mother  or  Ihe  lelus  during  labor  are  unknown 
Nitslag  Mottwrs 

Caution  should  be  exercised  when  Habitrol  therapy  is  administered  to 
nursing  women  The  safety  ol  Habitrol  treatment  m  nursing  mlants  has  nol 
been  examined  Nicotine  passes  freely  into  breast  milk  the  milk-to-plasma 
ratio  averages  2  9  Nicotine  is  absorbed  orally  An  mlani  has  the  ability  to 
clear  nicotine  by  hepatic  lirst-pass  clearance,  however  Ihe  elliciency  ol 
removal  is  probably  lowest  at  birth  The  nicotine  concentrations  m  milk  can 
be  expected  to  be  lower  with  Habitrol  treatmenl  when  used  as  directed  than 
with  cigarette  smoking  as  maternal  plasma  nicotine  concentrations  are 
generally  reduced  with  nicotine  replacemeni  The  risk  ol  exposure  ol  the 
inlani  to  nicotine  trom  Habitrol  systems  should  be  weighed  against  the 
risks  associated  with  the  mlant  s  exposure  to  nicotine  trom  continued 
smoking  by  the  mother  (passive  smoke  exposure  and  contamination  ol 
breast  milk  with  other  components  ol  tobacco  smoke)  and  trom  Habitrol 
systems  alone  or  m  combination  with  continued  smdking 
Pediatric  Use 

Habitrol  systems  are  not  recommended  lor  use  m  children  because  the  salety  and 
effectiveness  ol  Habitrol  treatmenl  m  children  and  adolescents  who  smoke  have  nol 
been  evaluated 
Geriatric  Use 

Forty-eighi  patients  over  the  age  ol  60  participated  m  clinical  trials  ol  Habitrol  ther- 
apy Habitrol  therapy  appeared  to  be  as  elfective  in  this  age  group  as  m  younger 
smokers 

HOVERSE  REACTIONS 

Assessment  ol  adverse  events  m  the  792  patients  who  participated  in  controlled 
clinical  trials  is  complicated  by  the  xcurrence  ol  Gl  and  CNS  ellects  ol  mcolme 
withdrawal  as  well  as  mcolme  excess  The  actual  incidences  ol  both  are  conlound- 
ed  by  concurrent  smoking  by  many  ol  the  patients  in  the  trials  when  reporting 
adverse  events  Ihe  investigators  did  not  attempt  to  identity  the  cause  ol  Ihe  symp- 
tom 

Topical  Adverse  Eveote 

The  most  common  adverse  event  associated  with  topical  mcolme  is  a  short-lived 
erythema,  pruritus,  or  burning  at  the  application  site,  which  was  seen  at  leasi  once 


Musculoskeletal  system  -  ; 
Nervous  system  -  AonorTa  :•; 


:-':,encet 


Fteguencies  lor  21  mg/day  sysiem 

■Repdrted  in  3%  to  9%  ol  patients  -  1 

tRecc"ed"^'=:lc3=:n'n3.en.s 
---;--r:  ■  '   ■■:  ;':3'ents 

Causal  Relationship  Unknown 

Ac. e-i:       ■s;;"e:  -  r-ac    -  and  placebo-treated  patients  at  about  the 

same  ireauency  in  clinical  trials  are  listed  below  The  cimical  signilicance  of  the 

association  between  Habilroi  treatment  and  these  events  is  unknown,  but  ihey  are 

reported  as  alerting  mlormation  lor  the  clinician. 

Body  as  a  vrfioie  -  Allergyt,  back  paint 

Cardiovascular  system  -  Hypertensiont 

Digestive  sysiem  -  Abdominal  paint,  constipationt.  nausea",  vomiting 

Nervous  system  -  Dizziness'  concentration  impairedt.  headacJie  (17%|.  insomnia' 

Respiratory  system  -  Cough  mcreasedt,  pharyngilist  sinusilist. 

Utogemlal  sysiem  -  Dysmenormea' 

Freguencies  lor  21  mg/day  system 

■Reported  in  3%  to  9%  ol  patients 

tReported  m  1%  10  3%  ol  patients 

Unmarked  it  reported  m  <  1°o  ol  patients 

DRUG  ABUSE  AND  DEPENDENCE 

'-i:'-:  ,  ■;^ave  a  iffwabusepotenlial  based  on  differences  between 

■3-; ;         '     :":'3cleristicscommonly considered importanlmcontnbjtinc 
10  aouse  rr-iuch  Siowei  3i;sorption  mucti  smaller  lluctualions  in  blood  levels,  lowei 
blood  levels  ol  nicotine  and  less  frequent  use  (i  e  once  daily) 

Dependence  on  nicotine  polacfilex  chewing  gum  replacement  therapy  has  been 
reported  Such  dependence  might  also  oaur  trom  transference  lo  Habitrol  systems 
ot  lobacco-based  mcolme  dependence  The  use  ol  the  sysiem  beyond  3  months 
has  nol  been  evaluated  and  should  be  discouraged 

To  minimize  the  risk  ol  dependence  patients  should  be  encouraged  to  withdraw 
gradually  trom  Habitrol  treatment  alter  4  to  8  weeks  ol  usage  Recommended  dose 
:'  ^ :-:gressiveiy  decrease  the  doseevery2to4weeks(sesDOSAGE  AND 

OVERDOSAGE 

Tne  e"e;;s  0!  applying  several  Habitrol  systems  simultaneously  or  ol  swallow, 
mg  Habitrol  Systems  are  unknown  ( see  WARNINGS,  Salety  Note  Concerning 
Children) 

The  oral  LD^.  lor  mcolme  m  lodenis  vanes  with  species  bul  is  in  excess  ol  24 
mg/kg  death  is' due  to  respiratory  paralysis  The  oral  minimum  lethal  dose  ol  nicO' 
tine  in  dogs  is  greater  than  5  mg/Vg  The  oral  minimum  acute  lethal  dose  lor  mco- 
lme in  human  adults  is  reported  to  be  40  lo  60  mg  (<1  mg/l<g) 

Two  or  three  Habitrol  30  cm'  systems  m  capsules  led  to  dogs  weighing  8-1 7  kg 
were  emetic  bul  did  not  produce  any  other  significant  clinical  signs  The  adminis 
tralion  ol  these  patches  corresponds  to  about  6-17  mgAg  ol  nicotine 

Signs  and  symptpms  ol  an  overdose  ol  Habitrol  systems  would  be  expected 
10  be  the  same  as  those  ol  acute  nicotine  poisoning  including  pallor,  cold 
sweat  nausea  salivation,  vomiting,  abdominal  pain  diarrhea  headache,  dizzi- 
ness disturbed  hearing  and  vision,  t'emor,  mental  conlusion  and  weakness 
Prostration  hypotension  and  respiratory  lailure  may  ensue  with  large^ver- 
doses  Lethal  doses  produce  convulsions  guickly  and  death  tollows  as  a  result 
ol  peripheral  or  central  'espiratory  paralysis  or,  less  Ireguently,  cardiac  lailure 
Overdose  From  Topical  Eiposare 

The  Habilroi  system  should  be  removed  immediately  if  the  patient  shows  signs  ol 
overdosage  and  the  patent  should  seek  immediate  medical  care  The  skin  surface 
may  be  Hushed  with  water  and  dried  No  soap  should  be  used  since  it  may 
increase  nicolne  absorpiion  Nicotine  will  continue  lo  be  delivered  into  the  blood- 
5-<;~  ■:•  see  CLINICAL  PHARMACOLOGY,  Pharmacokinetics) 

r-       .;        .  't- cecauseoladepot  ol  nicotine  mtheskm 
Overdose  From  Ingestion 

Perscns  ingesting  HaOilfoi  systems  should  be  relerred  to  a  health  care  lacility  tor 
management  Due  to  the  possibility  olnicotine-induced  seizures  activated  char- 
coal should  be  admmislered  In  unconscious  patients  wilh  a  secure  airway  instill 
activated  charcoal  via  nasogastric  tube  A  saline  cathartic  or  sorbitol  added  to  the 
lirst  dose  ol  activated  charcoal  may  speed  gastrointestinal  passage  ol  the  system 
Repeated  doses  ol  activated  charcoal  should  be  administered  as  idng  as  the  sys- 
tem remains  m  Ihe  gastrointestinal  liact  since  it  will  continue  to  release  nicotine  lor 
many  hours 

Management  of  Nicotine  Polssfllng 

C"  .r  '-;:yr:         Mpam  or  barbiturates  lor  seizures,  atropine  lot 

e.  ;;;:  .T  :  j-nea  respiratory  support  tor  respiratory  lailure. 

s': ,  ;  'ynypotension  and  cardiovascular  collapse 

Safety  and  Handling 

H3L  •■;  i,s::~s  :i'  z-r  i  dermal  imtani  and  can  cause  contact  sensitization 
Although  exposure  ol  health  care  workers  to  nicotine  trom  Habitrol  systems  should 
be  minimal  care  should  be  taken  to  avoid  unnecessary  contact  with  active  sys- 
tems It  you  do  haodle  active  systems,  wash  wilh  water  alone,  since  soap  may 
increase  nicotine  absorption  Do  not  touch  your  eyes 
Disposal 

When  the  used  system  is  removed  trom  the  skin  it  should  be  lolded  over  and  placed 
in  the  protective  pouch  which  contained  the  new  system  The  used  sysiem  should  be. 
immediately  disposed  ol  in  such  a  way  to  prevent  its  access  by  children  or  pets  See 
Zi'-"  lor  further  directions  lor  handling  and  disposal 

How  to  Store 

Do  "CI  s';ie  scove  86=F  (30°C)  because  Habitrol  systems  are  sensitive  to  heat.  A 
slight  discoloration  ot  Ihe  system  is  not  signilicant 

Do  nol  store  unpouched  Once  removed  trom  the  protective  pouch.  Habitrol 
systertB  should  be  applied  promptly  since  nicotine  is  volatile  and  the  system  may  1 
lose  strength 

CAUTION:  Federal  law  prohibits  dispensing  without  piescriplion 
PrinledinUSA  C91-51  (11/91) 

BASEL 

Pharmaceuticals 

BA     ?-,:--^.;jicals  ' 
Division  ol  CIBA-GEIGY  Corporation 
Summit,  New  Jersey  07901 
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ERECTIONS  &  CLARIFICATIONS 

the  story  "Still  shaky,  even  after 
shakeout"  (Industry  Outlook, 
nsportation,  Jan.  18),  we  incorrectly 
1  that  airlines  uSAir  Group  Inc.  and 
thwest  Airlines  Inc.  have  seen  the 
,  of  their  borrowings  double  recent- 
Because  of  lower  interest  rates, 
r  borrowing  costs  are  actually  low- 
han  a  year  ago. 

he  story  "HCA's  offspring  are  mak- 
Nashville  a  proud  parent"  (The 
poration,  Jan.  27),  we  mistakenly 
itified  Quorum  Health  Group  Inc. 
1  company  that  reached  the  public 
ket  in  1989.  Quorum  was  formed 
mgh  a  management-led  leveraged 
out,  and  its  stock  is  not  publicly 
led. 


reliable,  this  reader  is  willing  to  give 
'sler,  and  the  U.  S.  auto  industry, 
her  chance. 

Stuart  L.  Hill 
Sacramento 

JOB-TRAINING  PROGRAM 

0  BOONDOGGLE  

egarding  your  article  "90  days  to 
learn  to  scrub?  Sure,  if  Uncle 
's  paying"  (Labor,  Jan.  20):  While 
erous  audits  and  investigations  by 
the  General  Accounting  Office  and 
3ffice  of  the  Inspector  General  have 
osed  instances  of  fraud  and  waste  in 
Job  Training  Partnership  Act  (JTPA) 
ram,  we  have  never  contended  nor 
ied  that  this  program  is  a  boondog- 
Rather,  it  is  a  large,  costly  job  pro- 
n  for  the  unemployed  and  underem- 
id  that  has  a  number  of  systemic 
{nesses  and  vulnerabilities  that  led 
vasteful  practices  and  fraudulent 
mes. 

e  have  documented  many  of  these 
les  over  the  past  eight  years  and 
:  recommended  a  number  of  legisla- 
amendments.  Congress  has  general- 
sen  responsive  to  our  concerns,  and 
•ctober  of  last  year,  the  House  of 
"esentatives  overwhelmingly  passed 

1  to  amend  the  JTPA,  which  included 
ied  fiscal-accountability  provisions, 
•ently,  the  Senate  is  also  considering 
5  to  amend  the  jtpa. 

Julian  W.  De  La  Rosa 
Inspector  General 
U.  S.  Labor  Dept. 
Washington 

Ithough  I  am  no  longer  associated 
Lwith  this  program  [JTPA],  I  have 
1  president  of  the  Northwestern 
ligan  Region  for  five  years.  You 


•  No  state  or  local  income  taxes 
•  Free  Checkwriting 
•  $2,500  minimum 

UNIQUE 
TAX  ADVANTAGE! 

Due  to  its  structure, 
this  is  the  only  fund  of  its 
kind  that  can  offer  state  and 
local  tax-free  income  in  49  states. 

100%  US.  TREASURY 
PORTFOLIO  SECURITIES! 

The  Fund  invests  exclusively  in 
U.S.  Treasury  securities  maturing,  on 
average,  in  three  to  seven  years  and  offers  you 
generally  greater  price  stability  than  a  higher-yielding 
long-term  Government  bond  fund.  Of  course,  the  Fund's 
share  price  and  yield  fluctuate. 


Dreyfus  Special  Offer 

For  a  period  of  time,  a  portion  of  the  usual 
management  fee  is  being  waived.  Call  for  details. 


1-800-782-6620 

Ask  for  Extension  4452 


^  ASK  tor  extension  < 

PreyfuS  100%  U.S.  Treasury 

Ro.  Box  3498,  Camden,  Nj  08101  Intermediate  Term  Fund,  L.R 

Income  is  subject  to  Federal  tax.  Capital  gains,  if  any,  are  subject  to  Federal,  state  and  local  tax.  For  more 
complete  information,  including  management  fee,  charges  and  expenses,  obtain  a  Prospectus  by  calling 
toll  free.  Please  read  it  carefully  before  you  invest.  Dreyfus  Service  Corporation,  Distributor.  ■  jb  005 


DIVERSIFY 
YOUR  RETIREMENT  ASSETS 
WITH  VANGUARD 


If  you  have  contributed 
"  to  your  IRA  since  1982, 
you  probably  have  a  substantial  sum 
working  for  you.  But  how  hard  is  it 
working? 

To  keep  your  retirement  assets  on 
course,  you  should  consider  the  best 
way  to  diversify  them  to  help  protect 
your  plan  in  uncertain  markets. 
Vanguard  offers  retirement  investors 
37  fund  options. 

You  may  choose  to  diversify  those 
assets  with  a  single  investment  in  our 
unique  STAR  Fund— a  balanced  mix  of 
7  Vanguard  funds. 

Or,  if  you  prefer,  create  your  own 
balanced  portfolio  by  investing  in 
Vanguard  stock  and  bond  funds  and, 
perhaps,  a  money  market  fund. 

Vanguard's  no  loads  and  low 
operating  costs  mean  more  money 
working  for  you. 

To  switch  IRA  assets  to  Vanguard, 
without  charge,  send  for  our  IRA  Kit. 


Call  1-800-662-SHIP 

Any  Hour,  Any  Day 
For  A  Free  Information  Kit 


Please  send  tne  a  free  Vanguard  IRA 
Information  Kit.  I  understand  that  the 
Kit  contains  a  STAR  Fund  Prospectus 
with  more  complete  information  on 
advisory  fees,  distribution  charges,  and 
other  expenses  which  I  will  read 
carefully  before  I  invest  or  send  money 
Also  send  information  on: 

□  Keogh/Pension  (70) 

□  SEP-IRA(08) 

Vanguard  IRA  I 
PO.  Box  2800  I 
Valley  Forge,  Pennsylvania  19482 
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Comforting  news 
for  cautious  investors. 

If  you're  interested  in  a  sensible  investment  that  offers  a  competitive 
yield  without  high  risk,  you  can  take  comfort  in  Twentieth  Century 
U.S.  Governments.  This  no-load  fund  invests  only  in  high-quality, 
short-maturity  securities  of  the  U.S.  government  and  its  agencies, 
and  offers  yields  that  have  been  consistently  higher  than  money 
market  fund  returns  over  the  past  five  years.* 

For  more  complete  information  about  Twentieth  Century 
U.S.  Governments,  including  charges  and  expenses,  call  today 
for  a  free  prospectus.  Please  read  the  prospectus 
carefully  before  investing. 

1-800-345-2021 

*  There  will  be  some  fluctuation  in  the  share  price 
of  U.S.  Governments. 

P.O.  Box  419200.  Kansas  Cit\-.  MO  64141-6200 


No-Load  Family  of  Funds 


How  To  Do 
Your  Taxes 
On  Your  PC 

1.  Gather  your  receipts. 

2.  Enter  them  inTurboTax. 

3.  Print,  sign  and  mail, 


it's  that  easy.  That's  why  TurboTax  is 
America's  best-selling  tax  software  -  over  6 
miliion  returns  filed  last  year.  TurboTax  asl<s 
you  simple  questions  and  guides  you  through 
the  answers.  Then  TurboTax  makes  the  tax 
calc'jiaiions,  fills  out  all  the  forms,  and  prints 
your  ready  to  file  return. 


Receive  the  Norton  Utilities 
-  America's  best-selling  disk 
repair  and  data  recovery  program 
■    (version  6.0  LTE,  excludes  N-DOS 
\  and  Disl<£dit  features). 
Yours  FREE  wtien  you  pay  for 
TurboTax  or  MadnTax. 


Try  America's  #1 
Tax  Software  FREE! 

We're  so  sure  you'll  love  being  in 
control  of  your  taxes,  we'll  send  you  Turbo- 
Tax for  a  FREE  trial  (pay  just  $8.50  shipping 
now).  Try  it  free  for  30  days,  and  if  you  don't 
like  it  for  any  reason,  just  send  it  back  and 
owe  nothing,  If  you  do  like  it,  you  won't  be 
charged  until  after  your  30-day  free  trial. 

Please  □  TurboTax  (IBM-compatible)  $69 
Choose:  □  TurboTax  tor  Windows  $79 

□  MadnTax  (for  Macintosh)  $79 
Have  credit  card  ready  for  shipping  charges. 
Call  now  for  your  FREE  trial  copy 


r  800-487-8297 


Ext. 
787 


make  light  of  the  three  to  si.x  month; 
takes  to  train  people  to  wash  cars,  1 
these  people  are,  in  many  if  not  m' 
cases,  the  hard-core  unemployed  w 
have  made  a  history  of  living  on  welfa 

The  solution  is  not  just  to  teach  th 
how  to  wash  a  car.  The  solution  lies 
how  to  get  them  out  of  bed  in  the  mo 
ing  on  time  and  how  to  get  them  to  1 
job  site  with  appropriate  clothes.  I  fou 
it  unbelievable  that  people  did  not  kn 
how  to  dress  properly  for  a  car-wash  i 
or  could  not  show  up  regularly  at 
a.m.,  but  this  was  the  case. 

After  having  worked  with  the  p 
gram  for  years,  I'm  convinced  that 
you  are  ever  going  to  break  hard-c( 
unemployment  in  this  country  and  [ 
people  off  welfare,  you  need  a  job-trst 
ing  program  such  as  the  JTP.A.. 

Robert  C.  Redn-j 
Lake  City,  Mi. 

SNIFFING  AT 

SPANISH  BRANDY  

A cognac  (and  brandy)  drinker  j 
over  40  years,  I  have  never  pi 
more  than  about  S3o  for  a  good  bottlej 
VSOP  from  Hennessy,  Remy  Martin 
mus,  or  Biscuit,  and  I  have  also  fou 
quite  a  few  really  good  French  cogn; 
that  still  cost  under  S20  ("Brandies  tl 
don't  speak  French."  Personal  Busine 
Jan.  27). 

Spanish  cognacs  are  just  not  up  to  || 
and  carry  a  slightly  rough  alcohol  tas{ 
similar  to  the  French  vo  cognacs,  t| 
harsher.  It  is  regrettable  that  you  si| 
at  Spanish,  Italian,  and  U.  S.  brandii 
The  world  is  bigger,  and  German  We 
brands  such  as  Asbach  Uralt  and  ma 
others  are  at  least  as  palatable  as  ij 
run-of-the-mill  Spanish  ones.  There  ; 
also  quite  a  few  very  passable  Hung; 
ian  and  Romanian  brandies. 

J.  Larry  Neder 
Rancho  Santa  Fe,  Ca 

Your  article  concerning  Spanish  br 
dy  reminded  me  of  Winston  Ch 
chill's  comment  to  the  South  Afri( 
Premier,  Jan  Christiaan  Smuts.  Dur 
the  war,  the  old  field  marshal  presen' 
Churchill  with  a  bottle  of  South  Afri( 
brandy.  After  the  first  sip,  Churchill 
litely  remarked:  "Most  excellent,  Smt 
But  it  isn't  brandv." 

Alfred  J.  Lu 
Chaim 

International  Churchill  Socii 
New  Y( 


letters  to  the  Editor  should  be  sent  to  Reaclf 
Report,  Business  Week,  1221  Avenue  of  the  Arrj 
cos,  New  York,  N.  Y.  10020.  Fax:  (212)  512-4.<l 
Telex:  12-7960,  Intl.  4998204.  All  letters  musl| 
elude  an  address  and  daytime  and  evening  t|S 
phone  numbers.  We  reserve  the  right  to  edit  letjtj 
for  clarity  and  space.  ' 


Discover  Nu  Skiit 

ExceRence  in  Personal  Care  Products 
from  People  Who  Care. 


Nu  Skin  Headquarters  in  Provo,  Utah. 


Nu  Skin  is  about  people  .  .  .  people  who  make 
quality  and  innovation  a  way  of  life.  Indeed, 
Nu  Skin  is  even  more  than  its  world-class 
line  of  over  50  personal  care  products. 
Nearly  eight  years  ago, 
Nu  Skin  was  a  mere  dream, 
iut  Nu  Skin's  founders  firmly 
believed  personal  care 
products  should  contain  only 
he  finest  and  most  beneficial 
ingredients.  They  set  out  to 
build  a  compaiiy  around  this 
ideal.  This  was  a  daunting 
task — it  had  never  been 
done  before. 

Building  a  Dream. 

Today,  that  dream  is  a 
reality.  Nu  Skin  is 
emerging  as  one  of  the  most  innovative  North 
American  producers  of  high-quality  personal  care 
products  retailed  by  independent  distributors. 
Nu  Skin  International,  Inc.  is  headquartered  in  the 
quiet  college  town  of  Provo,  Utah — recently  rated  as 
the  most  livable  city  in  the  United  States.  Beneath 
the  towering  Wasatch  Range  of  the  Rocky 
v4ountains,  down  the  quiet  tree-lined  streets  of  Provo, 
Nu  Skin  grew  from  a  mere  idea  to  a  debt-free 
company  approaching  $500  million  in  annual  sales. 
Nu  Skin  now  maintains  offices  and  distribution 
centers  in  Provo,  Atlanta,  Toronto,  Hong  Kong,  and 
Taiwan.  Other  countries  will  follow  later  this  year. 

What  Makes  Nu  Skin  So  Unique? 

There  is  no  magic  in  Nu  Skin's  success,  only  the 
application  of  sound  business  principles.  Nu  Skin 
made  its  mark  by  being  the  first  to  incorporate  many 


new  technologies  such  as  Sonic  Processing,  the  latest 
technique  in  low-temperature  food  drying;  amino 
acid-chelated  minerals;  mucopolysaccharides  for  scalp 
and  hair  conditioning;  the  list  goes  on.  "All  of  the 

Good,  None  of  the  Bad™"  is 
not  a  trite  company  slogan. 
It's  the  very  essence  of  every 
Nu  Skin  product — from 
highly  effective  hair,  skin, 
and  body  care  systems  to 
exceptional  nutritional 
products. 

Nu  Skin  has  become  an 
industry  leader  through  an 
unbending  devotion  to 
quality.  Its  commitment  to 
the  cutting  edge  of 
ingredient  and  product 
technology  is  unwavering. 
Nu  Skin's  unique  products  are  not  available  in  stores. 
They  are  only  available  though  independent 
Nu  Skin  distributors. 

Simply  put,  Nu  Skin  is  a  dynamic  international 
corporation  that  has  established  itself  by  providing  the 
finest  personal  care  products  to  consumers. 

Nu  Skin  International.  Excellence  by  Choice. 


For  the  name  of  your  nearest 
Nu  Skin  Distributor,  call  toll  free 

1-800-487-2121. 


Nu  SkiN 


Nu  Skin  International,  Inc. 
145  East  Center  Street  Provo,  Utah  84606 


Its  Built  To  Last.    I  he 

ActionLaser  II  will  stand  u[)  to 
vear  after  vear  of  hea\T  action. 
Its  rvso-\  ear  \\aiTant\  is  the 
longest  ot  anv  printer  in  its 
class.  On  top  ot  that,  vou  can 
call  our  soil  number  for  free 
technical  support. 
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Introducin 
ThePerfec 
Introduction 
To. Laser 
Printing. 

If  \  ou  re  ready  for  your  first  laser  printer,  but  don't  quite  kiK 
where  to  begin,  the  new  Epson  ActionLaser  -  II  is  a  ve 
comfortable  place  to  start. 

It  offers  all  the  practical  features  vou'll  need  to  stand  o 
on  paper.  Like  impeccable  print  qualit\.  A  control  panel  th 
makes  operation  a  snap.  And  the  securirv  of  a  generous  t\v 
vear  warranty.  All  at  a  price  that  makes  laser  printing  mo 
affordable  than  ever. 

Oh,  there's  one  more  reason  wh\  it  makes  perfect  sense 
make  the  ActionLaser  II  your  first  laser.  It  comes  from  the  fii 
name  in  printers.  Epson. 


It's  Eas\  To  Use.   Even  if  vou'\e  never  used  a  laser  printer 
before,  vou'll  be  up  and  printing  in  no  time.  The  user 
manual  — written  especiallv  for  first  time  users— is  clear, 
concise  and  helpful.  And  to  make  things  even  easier,  this 
laser  works  with  all  leading  computers  and  sofnvare. 


EpionisarcKiflcretitrademartofSfiioEpsonCoiporalion.  §  !99l  Epson . America.  Inc.  20770  Madnjoa  Aw, 

rorrznte  i.\ OfliOO  For  dealer  referral,  call  SOO-BITEPSON  ki.i  .'stUTTfii  In  Canada,  call  4|f,.\H-«Vi 


It's  Very  Affordable.  The  ActionLaser  II  is  a  lot  more  laser  for  a  lot  less. 
More  speed.  More  paper  handling  capabilities.  More  room  to  grow.  More 
of  the  things  you  need  to  be  productive— now  and  well  into  the  future. 


IVs  Our  Free  Booklet.  Epson  wrote  the  book  on  computer  printing. 
Now  we've  written  the  book  on  buying  your  first  laser.  Read  it  and 
you'll  be  laser  sharp  in  minutes.  For  a  free  copy,  and  the  name  of  the 
Epson  dealer  nearest  you,  call  800-289-3776,  ext.  1000. 


Desktops 


D  o  t    M  a  t  r  i  X  Notebook 


Servers 


TO  THE  END  OF  TIME:  THE  SEDUCTION  AND  CONQUEST  OF  A  MEDIA  EMPIRE 

By  Richard  M.  Clurman 

Simon  &  Schuster  •  368pp  •  $23  « 

WHEN  TIME 

STOPPED  MARCHING  ON 


Familicirity  breeds  contempt — unless 
you're  a  veteran  of  Time  Inc.  Then 
it  breeds  reverence  for  Henry 
Luce's  company  and  contempt  for  any 
who  would  trifle  with  his  legacy. 

That's  the  subtext  of  To  the  End  of 
Time,  Richard  M.  Clurman's  hard-edged 
assessment  of  the  Time  Warner  merger. 
Clurman  had  a  distinguished  career  at 
Time  Inc.,  becoming  Titne'a  chief  of  cor- 
respondents and  then  a  corporate  execu- 
tive before  leaving  in  1975.  His  book 
makes  it  clear  he  still  cherishes  the  cul- 
ture Luce  fostered.  And  he  says  he 
viewed  the  1989  merger  skeptically. 

There's  little  to  suggest  he  has 
changed  his  mind.  Despite  his  efforts  to 
be  unsentimental,  Clurman's  sense  of 
loss  is  palpable  as  he  describes  Time's 
evolution  from  a  place  where  journalists 
worked  in  si)lendid  isolation  from  mar- 


ket forces  to  a  company  unhappy  with 
its  reliance  on  print  and  determined  to 
move  further  into  the  fast-growing  video 
world.  His  take  on  Warner  is  more  dry- 
eyed,  with  an  unsparing  account  of 
Warner  boss  Steven  J.  Ross's  Brylcreem 
personality  and  past  murky  dealings. 

Clurman's  thesis  is  that  Ross  ro- 
manced Time  into  making  what  amount- 
ed to  the  deal  of  the  century  for  Warner: 
Its  shareholders  reaped  billions  when 
Time  bought  Warner  for  $14  billion. 
Ross's  take  was  almost  $200  million. 
And  he  cemented  his  control  over  the 
new  media  colossus  by  avoiding  a  con- 
tractual commitment  to  relinquish  his  co- 
chief  executive  title  after  five  years. 
Time  had  once  regarded  that  as  the  sine 
qua  non  of  any  deal  with  Warner. 

Time's  executives  and  directors,  as 
Clurman  tells  it,  betrayed  an  astonishing 


lack  of  curiosity  about  Ross.  Only  2 
12  board  members  bothered  to  mij 
with  him  before  signing  off  on  the  me| 
er.  And  Time  never  checked  into  a  6 
page  report,  drawn  up  for  Warner  by 
independent  investigator,  concerni 
Ross's  alleged  involvement  in  a  brib( 
and  racketeering  scandal.  One  exec  fc 
Clurman  the  affront  of  asking  to  see  1 
report  might  have  "killed  the  deal." 

Time's  top  brass,  it  seems,  could  hi 
done  with  a  few  cold  showers.  Once  tl 
had  settled  on  a  merger,  they  fixated 
Warner  and  Ross.  "Let's  make  this  g 
damn  deal  happen,"  said  Chairman 
Richard  Munro  at  a  critical  juncture.  , 
terward,  he  declared:  "Time  Inc.  is  go 
Long  live  Time  Warner." 

Those  are  fighting  words  to  an  i 
Timer  such  as  Clurman.  Indeed, 
saves  an  arrow  from  his  quiver  for  Mi 
ro.  Clurman  portrays  him  as  an  amial 
but  somewhat  dim  manager,  happ 
fraternizing  in  the  canteen  than  leadi 
Time  into  the  new  m.edia  world.  Unc 
Munro,  Time's  efforts  to  expand  beyo 
print  and  cable  TV  were  fitful  and  un 
spired,  and  its  biggest  new  magazine 
the  1980s,  TV-Cable  Week,  was  a  dis. 
ter.  With  growth  slowing,  Clurman  si 
gests,  the  merger  was  motivated 
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d  vision  of  a  global 
ia  conglomerate, 
urman's  account  of 
stop-and-go  merger 
;  is  engrossing.  Draw- 
3n  notes  scrawled  by 
ro,  he  shows  how 
!  won  support  for  the 
among  leery  direc- 
He  gives  a  blow-by- 
account  of  a  meet- 
it  which  a  teary-eyed 
i  called  off  talks  after 
pute  over  whether  he 
id  be  legally  obliged 
!tire  in  1994." 
dly,  such  you-are- 
?  episodes  are  few.  In 
cular,  Clurman's  portrayal  of  Ross 
nsatisfying.  He  has  thoroughly 
ked  old  allegations  that  Ross  re- 
'd  kickbacks  from  a  mob-connected 
iv  theater  in  Westchester  County, 
.,  and  has  unearthed  juicy  tidbits 
an  internal  Warner  probe  of  the 
?es:  Ross,  it  says,  stashed  a  brief- 
full  of  cash  in  his  office  closet  dur- 
:he  mid-1970s.  Other  Warner  execs 
later  convicted  of  a  variety  of 
3S  relating  to  the  theater  scandal, 
report  finds  Ross's  claim  that  his 


^ilearly,  Clurman 
thinks  Steve  Ross  — 
who  gave  little  but  got 
much  — hornswogg  led 
his  Time  counterparts 
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I  The  Seductwo 
I  and  Conquesl  of  a 
I  Media  Empire 

I  Richard  M. 
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cash  came  from  gambling  "trouble- 
some." But,  like  the  government's  inves- 
tigation, Clurman  finds  no  smoking  gun. 

More  disappointing  than  this  fresh 
trip  down  an  old  dead  end  is  Clurman's 
superficial  insight  into  Ross's  seductive 
personality.  We  learn  that  he  is  chummy 
with  superlawyer  Arthur  L.  Liman  and 
filmmaker  Steven  Spielberg,  who  de- 
scribes the  beguiling  Ross  as  a  "six-foot 
three-inch  E.  T."  Clearly,  Clurman  thinks 
Ross,  who  conceded  so  little  and  gained 
so  much,  hornswoggled  his  counterparts 


make  Ross  at  once  a  sav- 
vy dealmaker,  media  vi- 
sionary, and  everybody's 
favorite  dinner  partner. 

What  concerns  Clur- 
man most  is  the  fate  of 
Time's  fabled  magazines. 
His  conclusion  is  doleful: 
Luce's  strict  separation  of 
editorial  and  business  op- 
erations is  slowly  but 
surely  crumbling.  Time's 
editor-in-chief,  once  the 
chairman's  equal,  now 
wields  no  more  clout  than 
any  other  division  head. 

For  all  its  promise. 
Time  Warner  Inc.  has  so 
far  won  notice  mainly  for  Ross's  munifi- 
cent pay  and  a  failed  rights  offering  that 
rankled  shareholders.  Much  of  the  com- 
pany's success  now  hinges  on  its  ambi- 
tious joint  venture  with  Japan's  Toshiba 
and  C.  Itoh  in  movies  and  cable  TV.  Clur- 
man, though,  is  waiting  to  find  out 
whether  the  company  will  adopt  Time's 
sober  propriety  or  Warner's  la  dolce 
vita  culture.  Here's  a  hint:  Break  out 
the  Dom  Perignon. 

BY  MARK  LANDLER 

Landler  corcrs  the  media  business  for  BW. 


You  invest  to  help  make  tomorrow  better 
than  today. 

That's  the  real  bottom  Une. 

For  years,  famihes  seeking  to  turn  their 
dreams  into  reality,  have  looked  to  a  name 
they  know  and  trust. 

Kemper. 

Ask  your  financial  representative  about 
the  investment  products  of  Kemper 
Financial  Services. 

•  Kemper  Money  Market  Fund 

•  Kemper  Mutual  Funds 

•  Kemper  Tax- Advantaged  Insurance 

For  more  complete  information  about  these 
investment  products  including  charges  and  expenses 
obtain  prospectuses  by  calling  1-800-621-1048. 
Read  them  carefully  before  you  invest  or  send 
money.  Insurance  products  issued  by  Kemper 
Investors  Life  Insurance  Company. 
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Source:  SMRB  1991  8  Business  Week  estimate  for  BW  International. 
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TAKEOFF 


No  matter  where  news  broke  In  1 991 . 
Whether  it  happened  close  to  home  or  halfway 
around  the  world.  The  best  place  to  read  about 
its  impact  on  a  wide  range  of  industries  was  in 
the  pages  of  Business  Week. 

With  more  than  200  editors  in  25  bureaus,  we 
gave  our  7.3  million  worldwide  readers  global 
coverage  of  all  the  events  that  impacted  their 
businesses-while  the  news  was  still  hot.  And 
we  did  it  with  the  depth  and  tough-mindedness 
that's  made  us  the  most  widely  read  business 
magazine  among  the  world's  top  executives. 
Every  week  of  the  year. 
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Econortiic  Viewpoint 


BUSH  AND  THE  BUDGET: 

DON'T  MAKE  A  BAD  MISTAKE  WORSE 


BY  PAUL  CRAIG  ROBE?' 


Agreeing  to  bench 
Reaganomics  in 
1990  was  a  major 
blunder.  Now,  the 
deficit  has  more  than 
doubled  and  the 
economy  is  going 
nowhere  fast.  But 
it's  not  too  late  for 
the  President  to 
turn  the  tide 


PAUL  CRAJG  ROBERTS  IS  CHAIRMAN 
OF  THE  INSTTTUTE  FOR  POLiTlCAL 
ECONOMY  IN  WASHINGTON 


uring  the  1980s,  budget  deficits  that 
were  small  by  current  standards  were 
blamed  on  tax  cuts.  President  Reagan's 
•  'licies  were  said  to  have  buried  the  U.  S. 
under  a  deluge  of  red  ink.  sucking  in  the  rest 
of  the  world's  capital  to  finance  the  U.  S.  na- 
tional debt. 

In  this  jihad  against  Reaganomics,  facts  fell 
'  deaf  ears.  For  instance,  when  the  Federal 
Keser\-e  Bank  of  St.  Louis  announced  in  Oc- 
tober, 1988,  that  the  growth  rate  of  national 
debt  in  the  U.  S.  during  the  1980s  was  no 
greater  than  the  average  growth  rate  of  debt 
of  the  Group  of  Seven  industrialized  coun- 
tries, the  news  went  unremarked.  That's  odd, 
because  if  the  U.  S.  was  using  the  world's  cap- 
ital to  finance  its  debt,  which  more  than  dou- 
bled in  the  1980s  las  it  had  in  the  1970s),  then 
who  was  financing  the  growth  of  debt  in  Cana- 
da, France,  Italy,  Japan,  and  Britain,  where  na- 
tional debts  also  more  than  doubled,  and  in 
Germany,  where  debt  almost  doubled? 

Such  interesting  questions  never  found  their 
way  into  the  minds  of  media  pundits  or  uni- 
versity professors.  Instead,  hostility  toward 
tax-cutting  found  its  way  into  the  economic 
policy  of  the  U.  S.  Since  1982.  federal  taxes 
have  been  raised  by  an  amount  greater  than 
the  size  of  the  1981  tax  cut. 

This  tax-hike  policy  culminated  in  the  au- 
tumn, 1990.  budget  agreement.  As  reflected  in 
The  Budget  of  the  U.S.  Government,  Fiscal 
Year  1992  (issued  in  January,  19911,  this  agree- 
ment projected  the  swift  demise  of  the  feder- 
al deficit.  At  last,  declared  its  admirers,  sup- 
ply-side economics  had  been  benched,  and 
lower  interest  rates  from  deficit  reduction 
would  rein\-igorate  the  economy. 
ENDLESS  BURDEN.  Now,  the  facts  are  in.  and 
the  promises  of  the  budget  agreement  have 
proven  to  be  hollow.  The  budget  for  fiscal 
year  1993  (issued  in  January,  19921  shows  an 
unprecedented  deterioration  in  the  economic 
and  budgetary  outlook.  Compared  with  the 
five-year  forecast  in  last  year's  budget,  the 
1992-1996  structural  budget  deficit  (the  red 
ink  that  remains  after  deleting  the  effects  on 
the  budget  of  the  recession  and  deposit-insur- 
ance bailout  I  has  increased  S900  billion— a  sum 
substantially  larger  than  the  five-year  cost  of 
the  1981  tax  cut.  Moreover,  the  new  budget 
shows  the  annual  structural  deficit— which  had 
all  but  disappeared  in  last  year's  budget— per- 
sisting around  the  S200-billion  level  for  as  far 
as  the  eye  can  see. 

The  promised  vigor  from  lower  interest 
rates  has  disappeared,  too.  Compared  with  a 
year  ago,  the  outlook  for  the  economy  has  de- 
teriorated so  badly  that  the  government  now 
expects  SL26  trillion  less  growth  in  our  gross 


national  product  over  the  1992-1996  period 

Most  astonishing  of  all,  the  structural  buJ 
get  deficit  for  fiscal  year  1992  is  now  projew 
ed  to  be  S120  billion  larger  than  that  of 
year  ago.  Despite— or  because  of— the  tax  ii 
crease,  the  latest  budget  estimates  S89  b: 
lion  less  in  tax  revenues  in  1992  and  S536  b> 
lion  less  over  the  1992-1996  period.  Meanwhil 
spending  is  up  S273  billion  despite  the  ne' 
cutbacks  in  defense  outlays. 

WTien  President  Reagan  left  office,  the  eco 
omy  was  growing  and  the  deficit  was  no 
Compared  with  today's  S401  billion  defici' 
Reagan's  was  a  mere  S150  billion.  Under  Pre 
ident  Bush,  the  opposite  has  occurred:  TF 
deficit  has  grown  and  the  economy  has  not. 

In  the  face  of  this  experience,  there  is  r 
basis  for  the  belief  that  tax  increases  he' 
the  economy  by  reducing  deficits  and  intere?; 
rates.  If  lower  interest  rates  offset  the  hami 
ful  effects  of  tax  increases,  the  economic  ou' 
look  would  be  better,  not  worse.  i 
PIE  IN  THE  SKY?  This  terrible  budgetary  ou| 
look  is  based  on  such  favorable  economic  a] 
sumptions  that  they  make  the  "rosy  scenari| 
of  the  Reagan  Administration  seem  pej 
simistic.  If  Congress  doesn't  pass  the  paltr 
revenue-neutral  tax  package  that  Presidei 
Bush  outlined  in  his  State  of  the  Union  ai 
dress,  the  Office  of  Management  &  Budg< 
calculates  that  a  minimum  of  S201  billion  hi  • 
to  be  added  to  the  cumulative  deficit,  and  a 
additional  S585  billion  (in  1987  dollars)  has  t 
be  subtracted  from  the  U.  S.'s  already-dimi) 
ished  economic-growth  path. 

So  much  for  the  vaunted  budget  agreemei  , 
that  was  going  to  save  the  economy  froi 
deficits.  President  Bush  should  have  know  ^ 
that  any  agreement  supported  by  the  editoq| 
al  pages  of  The  New  York  Times  and  77 ' 
Washington  Post  cotild  not  possibly  be  in  his  ii 
terest.  Now,  with  his  Presidency  imperila 
Bush  has  fallen  back  on  tax  cuts— though  re? 
enue-neutral  ones,  of  course— in  order  to  saV 
the  worthless  budget  agreement. 

Bush  has  the  power  within  his  grasp  \ 
save  the  economy  and  his  Presidency.  Ti 
Treasury  can  index  capital  gains  and  deprej 
ation  for  inflation  simply  by  issuing  new  n 
ulations.  The  cost  basis  of  capital  gains 
business  depreciation  are  defined  by  regulatii 
and  not  bv  statute.  It  is  ridiculous  for  Prei 
dent  Bush  to  put  the  economy  and  his  reelel 
tion  prospects  in  the  hands  of  his  opponents  1 
Congress  when  he  can  cut  taxes  through 
ulatory  action.  Indexing  the  capital-gains  ta 
would  lower  the  rate,  and  adjusting  depredi 
tion  for  inflation  would  increase  business  cas 
flow.  By  not  using  his  powers,  Bush  has  cht 
sen  slogans  over  action. 
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At  Lufthansa,  we're  in  the  perfect  position 
to  fly  to  the  new  Europe. 
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Caglian,  Palermo  and  Seville  service  begins  April  1992. 


At  Lufthansa,  we're  glad  that  you're  seeing  so 
many  spots  before  your  eyes.  Because  they're 
our  93  European  destinations.  Many  of  which  we 
fly  to  several  times  a  day  And  have  been  flying  to 
for  a  long  time.  We  even  have  offices  in  35  cities 
we  don't  fly  to.  So  no  matter  where  you  want  to  go 
in  Europe,  you  can  count  on  Lufthansa's  quality 
service  to  get  you  there.  And  you  can  count  on 
our  passion  for  perfection  to  get  you  there  in 
style.  For  more  information  or  reservations  just 
call  Lufthansa  at  1-800-645-3880,  or  see  your 
Travel  Agent. 


A  passion  for  perfection.'' 


Lufthansa 


Schedule  subject  to  criange  without  notice 
Lufthansa  is  a  participant  m  the  mileage 
programs  of  United.  Delta.  USAir  and  Continental 


We  Offer  A  Depth  Of  Financial  Services 
That  You  Probably  Never  Fathomed. 
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PRiWE  DEBT  PLACEMENT 
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Traditional  banking  services  are  just  the  tip  of  the  iceberg  for  NationsBank.  We  also  offer  expertise  in  many  areas  you  probi 
would  not  expect.  ^  Our  services  range  from  interest  rate  and  commodity  hedging  to  loan  syndications,  and  from  hig 
structured  intfTnational  finance  to  strategic  advice  on  acquisitions  and  divestitures.  liiJ  Underlying  everything 
NationsBank  doe  -  is  our  commitment  to  relationship  banking.  Working  as  your  strategic  partners,  our  professionals  invest 
time  and  effort  neec  d  to  develop  a  deep  understanding  of  your  company's  financial  requirements.  Then  they  draw  from  all 
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resources  to  create  solutions  that  uniquely  meet  these  needs.  ^  One  measure  of  a  bar\k's  abilit>'  to  service  your  business 
le  long  term  is  its  financial  position.  And  our  position  is  solid.  With  a  geographically  diverse  asset  base  and  one  of  the  strongest 
1  ratios  of  any  major  bank  in  the  country,  NationsBank  is  exceptionally  well-positioned  to  serve  you  for  years  to  come, 
rn  more  about  what  we  can  do  for  your  business,  contact  NationsBank.  You  ^^^^Uf 
ncover  a  source  of  power  you  never  expected  from  a  corporate  bank.      The  Powerlb  Make  A  Difference." 


Economic  Trends 


BY  GENE  KORETZ 


TRICKLE-DOWH 
ECONOMICS  MAY  NOT 
HELP  THE  POOR... 


Poverty,  like  death  and  taxes,  may 
always  be  with  us,  but  it  seems  to 
have  been  more  prevalent  over  the  past 
decade  than  anyone  expected.  And  that 
development,  plus  the  current  uncom- 
fortal)le  13.5%  poverty  rate,  is  calling 
into  question  the  traditional  view  that 
the  single  most  effective  way  of  im- 
proving the  welfare  of  the  needy  is  to 
promote  overall  economic  growth. 

Tlie  notion  that  a  rising  tide  raises  all 
ships  is  hardly  controvei'sial.  Throughout 
most  of  the  postwar  period,  and  espe- 
cially during  the  long  expansion  of  the 
1960s,  economic  growth  has  been  strong- 
ly associated  with  a  decline  in  poverty. 
The  problem,  however,  as  made  clear 


THE  WANING  IMPACT 
OP  GROWTH  ON  POVERTY 
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■  PERCENTAGE  POINT  DROP 
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in  a  recent  study  by  economist  Rebecca 
M.  Blank  of  Northwestern  University 
and  an  article  by  Harvard  University 
economists  David  M.  Cutler  and 
Lawrence  F.  Katz  in  The  Brookings  Re- 
vieir,  is  that  this  relationship  broke 
down  in  the  1980s.  "The  rising  tide  of 
the  1980s,"  says  Blank,  "had  relatively 
little  impact  on  the  incidence  of  poverty." 

Com])aring  the  expansionary  periods 
of  19(>:j-69  and  1983-89,  Blank  notes  that 
the  economy  posted  similar  rises  in  out- 
put and  inflation  and  similar  declines  in 
unemployment.  But  the  poverty  rate, 
which  fell  by  7.4  percentage  points  in 
the  1960s,  declined  a  mere  2.4  percent- 
age points  in  the  1980s— leaving  it  "at 
least  3  percentage  points  higher  than  it 
would  be  if  it  had  shown  its  usual  re- 
sponsiveness to  the  macroeconomy." 

W  hy  didn't  the  growth  elixir  of  the 
Reagan  years  have  more  impact  on 


poverty?  Some  observers  blame  demo- 
graphic changes,  such  as  the  rise  in  fe- 
male-headed households.  But  Cutler  and 
Katz  point  out  that  most  of  this  shift 
occurred  in  the  1970s.  Further,  they  note 
that  poverty  reduction  was  sluggish  for 
all  family  types  in  the  1980s. 

Another  possiliility  is  that  the  gi'owth 
of  transfer  programs  such  as  food 
stamps  and  housing  benefits  have 
masked  a  decline  in  poverty  because 
they  aren't  counted  as  income  in  deter- 
mining poverty  levels.  Blank's  analysis, 
however,  shows  that  such  benefits  per 
recipient  exhibited  no  growth  during 
the  1980s.  And  while  there  were  some 
cuts  in  cash  transfers  to  poor  families, 
they  had  little  impact  on  the  number  of 
poor  families. 

The  main  reason  poverty  failed  to 
respond  to  the  1980s  expansion,  con- 
clude Blank,  Cutler,  and  Katz,  is  that 
the  natm-e  of  the  economy  and  the  effect 
of  growth  on  incomes  of  low-wage  work- 
ers changed  dramatically.  The  expan- 
sion did  reduce  unemployment  among 
the  poor.  In  fact,  Blank  notes  that  their 
work  effort— as  measured  by  employ- 
ment and  weeks  of  work— increased 
more  in  the  1980s  than  in  the  1960s. 

The  problem  is  that  real  wages 
among  low-income  workers  declined  in 
the  1980s,  leaving  many  workers  mired 
in  poverty  despite  their  best  efforts.  At 
the  same  time,  those  at  the  top  of  the 
income  scale  posted  healthy  gains,  while 
many  others  simply  marked  time. 

In  sum,  says  Blank,  "an  expanding 
economy  no  longer  seems  a  panacea,  al- 
lowing us  to  reduce  poverty  while  we  all 
become  richer."  If  the  wage  patterns  of 
the  1980s  persist,  the  war  on  poverty 
will  require  better-targeted  weapons 
than  simple  economic  growth. 


...AND  OTHER  NATIONS 
DO  BETTER  KEEPING 
POVERTY  AT  BAY 


ow  does  the  U.  S.  antipoverty  sys- 
tem stack  up  against  those  of  other 
nations?  To  find  out,  Syracuse  Universi- 
ty economist  Timothy  M.  Smeeding, 
writing  in  the  current  issue  of  Chctllenge, 
looks  at  poverty  rates  in  eight  industri- 
al countries,  including  Britain,  Canada, 
France,  Germany,  and  Sweden  in  the 
mid-1980s. 

Rather  than  counting  only  pretax  in- 
come to  estimate  poverty  rates,  Smeed- 
ing includes  the  effects  of  taxes  and  tax 
credits  (and  food  stamps)  in  determining 
income  levels,  an  adjustment  that  actu- 
ally lowers  the  U.  S.  poverty  I'ate  slight- 
ly'(13.3%  in  1986,  vs.  the  official  rate  of 
1:3.6%).  For  other  nations,  he  uses  40%  of 


median  aftertax  income  as  the  povert  ] 
line— a  definition  that  approximates  th; 
U.  S.  standard.  | 

What  Smeeding  finds  is  that  in  th' 
mid-1980s,  the  level  of  poverty  in  th; 
U.  S.  was  2.3  times  the  average  in  thji 
other  countries  studied.  In  fact,  the  U. 
was  the  only  nation  with  double-digf 
poverty  rates  for  adults,  the  elderly,  an^ 
children.  The  picture  changes  dramati 
cally,  however,  if  one  looks  at  incomer 
before  taxes  and  transfer  progi'ams  sues 
as  Social  Security.  On  a  pretax  and  pr4 
transfer  basis,  the  U.  S.  actually  has 
lower  poverty  rate  than  most  of  th 
other  nations— 19.9%  in  1986,  vs.  an 
erage  of  22.4%.  In  short,  foreign  taj 
and-transfer  systems  reduce  poverty  fj 
more  than  the  U.  S.  system  does. 

The  U.  S.,  concludes  Smeeding,  woul 
do  well  to  study  antipoverty  strategie 
overseas.  The  tax-and-transfer  system 
of  other  modern  nations  "seem  bett( 
suited  to  fighting  poverty  and  to  pn 
moting  economic  independence." 


OFFICE  BUILDINGS: 
THE  'VACANCY'  SIGN 
IS  STILL  OUT 


The  recession  is  still  taking  its  toll  o 
commercial  real  estate,  reports  Cusl 
man  &  Wakefield  Inc.  Despite  a  dn 
matic  fall  in  construction,  the  firm  say 
the  national  vacancy  rate  in  central  bus 
ness  districts  rose  to  18.8%  at  the  end 
1991,  up  from  17.6%  at  yearend  199( 
The  rate  for  suburban  business  premise 
increased  slightly,  from  21.1%  to  21.4°/i 
in  the  same  period. 

Tliere  are  some  scattered  signs  of  sfe' 
bility.  Asking  rents  have  risen  a  bit  i 
downtown  Houston,  and  vacancy  rate'l 
have  fallen  slightly  in  Houston,  WasI? 
ington,  and  San  Francisco— as  well  ai 
in  most  Southern  suburban  areas 


WHAT  DO  THE  JAPANESE 
LIKE  ABOUT  THE  U.S.? 
ITS  VACATION  SPOTS 


Japan's  view  of  the  U.S.  may  seer 
jaundiced,  but  that  apparently  hasn' 
dimmed  Japanese  desires  to  visit  th 
states.  The  Travel  &  Tourism  Admini;, 
tration  reports  that  3.3  million  Japanesj 
traveled  to  the  U.  S.  last  year— up  93^J 
since  1986.  What's  more,  they  spent  $8.| 
billion,  more  than  any  other  nation's  vi-sl 
itors.  Helped  by  such  largess,  the  U. 
now  gamers  16%  of  all  world  tourism  r< 
ceipts  and  boasts  a  travel-and-tourisi 
trade  surplus  that  doubled  last  yeaj 
from  $5.3  billion  to  $10.6  billion. 


■26  Bl.Sli  .FSS  WEEK/FEBRUARY  24,  1992 


ECONOMIC  TREtL 


usiness  Outloo 


JARY  24,  1992 


BY  JAMES  C.  COOPER  AND  KATHLEEN  MADiGAN 


1ST  WHEN  YOU  THOUGHT 
IINGS  COULDN'T  GET  WORSE . . . 


■  his  winter  of  our  discontent  is  turning  out  to  be  a 
lot  harsher  than  most  economists  had  figured.  The 
forecasters  had  expected  business  to  flounder  a 
e  before  starting  to  recover  this  spring.  However, 
latest  round  of  cold  economic  reports  strongly  sug- 
,s  that  the  economy  is  contracting  instead  of  barely 
ving.  While  chances  for  an  upturn  by  midyear  still 
high,  the  data  remain  less  than  reassuring, 
anufacturing  is  one  problem.  Factories  slashed  their 
ntories  at  yearend,  and  shipments  of  capital  goods 
[imeted.  These  large  declines  imply  that  inventories 
equipment  spending,  two  areas  that  boosted  real 
IS  domestic  product  in  the  fourth  quarter,  will  be 
sed  downward  when  the  Commerce  Dept.  releases  its 
ite  on  Feb.  28.  Real  GDP,  first  reported  to  have  risen 
scant  Q.37'r  annual  rate,  could  end  up  posting  a  drop. 

The  real  head-turner,  though, 
was  the  January  employment 
report.  Its  surprising  and  perva- 

I  I       sive  weakness  hints  that  first- 

I  ^  quarter  GDP  is  also  headed  into 

^^^^^^  negative  territory.  Overall 
B^^^^^B^t  hours  worked,  a  reliable  proxy 
^^^^^M  for  real  GDP,  began  the  first 
quarter  far  below  its  fourth- 
quarter  average.  February  and 
March  will  tell  the  tale,  but  the 
initial  signs  are  not  good. 


ROLLS  GIVE  BACK 
ST  YEAR'S  GAINS 
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rie  job  report  got  the  attention  of  the  credit  markets, 
any  reaction  by  the  Federal  Reserve  remains  specu- 
'e.  Short-term  interest  rates  fell  after  the  job  data 
e  out,  as  if  the  market  has  already  factored  in  a 
rter-point  easing  by  the  Fed  in  the  federal  funds 
.  The  markets  expect  just  such  a  move  sometime 
)re  Chairman  Alan  Greenspan  goes  to  Capitol  Hill  on 
.  19  to  deliver  his  semiannual  Humphrey-Hawkins 
imony  on  the  course  of  monetary  policy  (page  30). 

iB  LOSSES  The  weakness  in  the  January  job  report 
tE  WORSE  was  about  as  broad  as  it  ever  gets.  Non- 
lAN  fIRST  farm  payrolls  fell  by  91,000,  and  Decem- 
lOUGHT  i3g],  rosters  were  28,000  lower  than  the 
or  Dept.'s  initial  estimate.  The  unemployment  rate 
ained  at  a  high  7.17f .  The  workweek  fell  in  January, 
1  manufacturing  hours  down  sharply.  And  average 
^kly  earnings  plunged.  The  downbeat  implications  for 
3ut  and  incomes  are  obvious. 

usinesses  now  have  shed  all  the  workers  they  had 
ed  last  year  from  April  to  August  (chart).  Moreover, 
ior  says  its  annual  revision  in  June  will  include  a 


downward  adjustment  in  job  growth  through  March, 
1991,  totaling  some  ()50,000.  That  will  bring  job  losses 
from  June,  1990,  through  January,  1992,  to  2.3  million. 

That  revision  will  assure  that  the  current  decline  will 
end  up  similar  in  size  to  the  losses  experienced  during 
the  severe  recessions  in  1973-75  and  1981-82,  when  jobs 
fell  by  2.3  million  and  2.8  million,  respectively. 

The  breadth  of  the  January  employment  drop  was 
particularly  discouraging.  Only  457'^  of  the  356  industries 
in  the  survey  added  workers  last  month.  That  was  the 
fourth  consecutive  month  in  which  that  figure  has  been 
below  507 ,  meaning  that  most  businesses  still  are  either 
keeping  hiring  on  hold  or  laying  off. 

CAPITAL        Last  month's  job  numbers  confirmed  that 
GOODS         the  manufacturing  sector  is  getting  into 
ORDERS        deeper  trouble.  The  December  reports  on 
TAKE  A  DIVE   factory  orders,  shipments,  and  inven- 
tories suggested  as  much.  Manufacturers'  orders  and 
shipments  each  dropped  a  steep  3.87  in  December.  And 
factory  employment  slid  by  52,000  in  January,  following 
a  loss  of  similar  size  the  month  before. 

As  with  the  job  report,  the  disturbing  feature  of  the 
weakness  in  factory  orders  and  shipments  was  its 
breadth.  Aircraft  and  autos,  which  often  contribute  wide 
swings  in  the  data,  accounted  for  some,  but  far  from  all, 
of  the  declines.  Indeed,  orders  for  nondurable  goods 
dropped  2.47^  in  December,  the  largest  decline  since  a 
year  ago,  during  the  worst  months  of  this  recession. 

Orders  for  capital  goods,  ex- 
cluding defense,  plunged  16.87, 
and  shipments  fell  6.77-,  to  the 
lowest  level  since  the  recession 
began  in  July,  1990.  Anticipa- 
tion of  tax  credits  for  invest- 
ment spending  in  1992  may 
have  pushed  some  equipment 
purchases  into  the  New  Year, 
thus  aggravating  those  losses. 

Nevertheless,  the  dropoff  in 
domestic  demand  last  quarter 


INVENTORY  CUTTING 
RESUMED  AT  YEAREND 
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was  widespread,  and  it  was  large  enough  in  the  consum- 
er sector  to  swell  retail  inventories,  particularly  in  non- 
durable goods.  Consumer  retrenchment  hit  manufactur- 
ers hard  in  December.  As  retailers  cut  their  orders  in  an 
attempt  to  get  their  stockpiles  under  control,  factories 
slashed  output  and  employment  in  order  to  get  their  own 
inventories  into  better  alignment  with  sales  (chart). 

As  a  result,  inventories  in  manufacturing  fell  a  steep 
0.5%  in  December,  after  small  declines  in  both  November 


BUSINESS  WEEK/FEBRUARY  24,  1992  27 


Susiness  Qutloo 


and  December.  The  inventory-cutting  apparently  contin- 
ued into  January.  La.st  month's  payroll  cuts  and  a  drop 
in  the  factory  workweek  from  41.1  hours  to  40.8  hours 
imply  that  industrial  production  fell  last  month. 


A  BETTER 

CLIMATE 

FOR 

PROFITS 


Persistent  weakness  in  the  labor  markets 
is  part  of  a  troublesome  dichotomy  in  the 
near-term  outlook.  Companies  are  work- 
ing hard  to  improve  their  bottom  lines, 
but  the  labor  markets  are  suffering  the  consequences. 
The  problem:  Trying  to  make  money  in  a  weak  economy 
where  pricing  power  is  virtually  nil  means  laying  off 
workers  to  cut  costs. 

To  be  sure,  the  outlook  for  profits  in  1992  is  more 
promising  than  it  has  been  in  years.  Lower  interest  rates 
mean  a  cut  in  interest  expenses,  and  unit  labor  costs 
have  slowed  sharply.  From  mid-1988  to  mid-1991,  labor 
costs  outran  the  growth  of  prices,  and  profit  margins 
were  squeezed.  Now,  that  situation  is  reversing. 

However,  businesses  are 
reaping  productivity  gains  and 
cutting  costs  at  the  expense  of 
widespread  layoffs:  Output  was 
unchanged  last  quarter,  while 
hours  worked  shrank.  As  a  re- 
sult, nonfarm  businesses  raised 
their  productivity  at  an  annual 
rate  of  I.I'a  in  the  fourth  quar- 
ter, while  compensation  rose 
only  2.4'/.  That  combination 
means   that   unit   labor  costs 
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grew  by  just  1.37',  the  slowest  pace  in  nearly  4  years. 

The  plus  for  profits  is  that,  during  the  past  year,  unit 
labor  costs  have  risen  only  2.17  ,  even  slower  than  the 
modest  2.77  increase  in  prices  (chart).  That's  a  good  sign 
that  profit  margins  should  begin  to  improve  in  1992.  But 
for  now,  it's  a  drain  on  the  labor  markets — and  on  con- 
sumers' spirits  and  pocketbooks. 


CONSUMERS  ARE 
SHEDDING  DEBT 
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INSTALLMENT  CREDIT 
OUTSTANDI 


Income  growth  is  slowing  down  dramatically.  In  Jam 
ary,  the  nonfarm  wage  slipped  by  0.17,  to  $10.47  a! 
hour.  Over  the  past  12  months,  hourly  pay  is  up  jusi 
2.87 — the  slowest  pace  in  nearly  four  years.  And  bcj 
cause  the  nonfarm  workweek  fell  by  12  minutes,  to  34.,' 
hours,  average  weekly  pay  plunged  by  0.77  in  Januarj| 
That  suggests  a  big  drop  in  January  personal  income.! 

Faced  with  sagging  incomes  and  shaky  job  prospects 
consumers  are  rethinking  their  finances,  and  that  mean 
cutting  debt.  Consumer  credit  fell  for  the  second  mont 
in  a  row  in  December,  by  $1.7  billion,  dropping  outstanc 
ing  installment  debt  to  $728.4  billion  (chart). 

Installment  debt  is  now  equal 
to  16.97  of  disposable  income, 
the  lowest  such  ratio  in  six 
years.  Auto  loans  continued  to 
shrink,  but  revolving  debt, 
mostly  credit  cards,  dropped  by 
$207  million  in  December. 

Not  all  credit  is  out  of  favor, 
though.  Consumers  are  turning 
increasingly  to  home  equity 
loans.  Such  borrowings  remain 
popular  probably  because  the  i- 
interest  rate  is  lower  than  most  other  forms  of  persona 
credit,  and  because  the  interest  is  still  tax-deductible. 

In  1991,  home  equity  loans  from  commercial  bank: 
were  up  by  13.97.  That's  down  from  the  23.37  pace  o: 
1990,  but  the  contraction  in  installment  debt  during  th( 
same  period  suggests  that  consumers  are,  to  some  ex 
tent,  substituting  one  kind  of  debt  for  another. 

Consumers  won't  be  weaning  themselves  completely 
off  debt,  but  their  overall  use  of  credit  is  slowing.  Thai 
means  consumer  spending  will  not  rise  rapidly  this  year 
but  it  also  implies  that  households  will  be  in  bette: 
financial  shape.  Stronger  balance  sheets  for  both  con. 
sumers  and  businesses  are  critical  if  this  frozen  economi 
is  going  to  thaw  out  as  the  weather  gets  warmer. 
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THE  WEEK  AHEAD 


CONSUMER  PRICE  INDEX 


Wednesday,  Feb.  19,  8:30  a.m. 
Consumer  prices  are  expected  to  post  a 
mild  0.27  increase  in  January,  according 
to  economists  surveyed  by  MMS  Interna- 
tional, a  division  of  McGraw-Hill  Inc. 
This  advance  would  be  slightly  less  than 
the  0.3''  rise  in  December.  Falling  oil 
prices  are  holding  down  the  inflation 
rate.  However,  excluding  food  and  ener- 
gy costs,  the  consumer  price  index 
might  show  a  bigger  gain  in  January, 
possibly  as  high  as  0.57.  The  Labor 
Dept.  now  includes  spring  apparel  in  its 
January  surve;,',  and  the  higher  cost  of 
these  clothes  may  offset  the  discounts 
on  winter  merchandise.  Also,  higher 
prices  for  public  transportation  and  hotel 


rooms  are  expected  to  push  up  the  core 
inflation  rate.  In  December,  the  CPI,  ex- 
cluding food  and  energy,  rose  0.3'/^. 
Even  with  the  large  gain,  however,  the 
yearly  core  rate  of  inflation  should  re- 
main near  4'/' ,  and  the  total  CPI  probably 
increased  by  less  than  3'/f. 

HOUSING  STARTS  

Wednesday,  Feb.  19,  8:S0  a.m. 
The  MMS  consensus  forecasts  that  hous- 
ing starts  rose  slightly  in  January,  to  an 
annual  rate  of  1.13  million  from  1.1  mil- 
lion in  December.  The  housing  recovery 
continues  to  get  some  lift  from  low 
mortgage  rates.  If  the  White  House  pro- 
posal to  give  a  tax  credit  for  first-time 
home  buyers  is  enacted,  home  building 
may  show  stronger  gains  in  the  spring. 


MERCHANDISE  TRADE  DEFICIT 


Thiinsdai/,  Feb.  JO,  8:30  a.m. 
The  foreign  trade  deficit  likely  widenei 
to  about  $4.7  billion  in  December,  fron 
$3.6  billion  in  November.  Exports,  whicl 
were  at  a  record  high  of  $37.5  billion  ii 
November,  probably  fell  slightly  in  De 
cember,  to  $37  billion,  say  the  MMS  econ 
omists.  And  imports,  which  dropped  i 
steep  5.5'/'  in  November,  likely  increase* 
to  $41.7  billion  in  the  following  mon1 
That's  indicated  by  a  gain  in  custoi 
duty  payments  in  December.  The  expei 
ed  increase  in  the  trade  deficit  woul« 
mean  that  the  net  export  sector  pro 
bly  did  not  add  as  much  to  real  economii 
growth  in  the  fourth  quarter  as  firs] 
thought  by  the  Commerce  Dept. 
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IT  WAS  LOVE  AT  FIRST, 
SECOND  AND  THIRD  SIGHT. 
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1992     TEN     BEST  CARS 


Niisan  300ZX  Turbo 


As  our  group  ot  Ten  Besi  vtiicrs  dmvf 
the  3110ZX  Tuibn  and  compared  Ihis  iwo- 
»cal  heaut>  with  h"^  compcdiiori.  Ihu  ddjcc- 
live  "civi)j/cd"  ono:  rridre  cjmc  mu>  wide 
use.  As  wtil  it  should,  for  ihis  car— .il 
what  could  be  defended  ;is  .i  modest 
S36,8(>» — brings  a  new  fee!  lo  tounni;  in 
ihc  grand  manner,  ll  is  particul.irly  reward- 
ing lo  the  enlhusiaM  in  sec  hnw  far  Nissan 
has  taken  the  idea  of  the  s(M>ris  cur  The 
3iK)ZX  is  a  distant  mechanical  relative  nl 
the  240Z  thai  appeared  twenty  years  ai-o, 
i  1;:  11  remains  dme  in  sptril  to  that  ground- 
.  .iker. 

Nissan's  3(K>ZX  line  offers  you  iw<i 
r^jnes.  normally  aspirated  or  lur- 
i^harged  and  inlercnoled,  but  unless 
1  (I  re  avcr^e  lo  «iwnrng  the  besl  thing  of 
/'  kind,  a)  2  nominal  price  penally,  we  sav 
ihc  turtxH;hargcd  version  .  .  which  is 
:i-.:in  the  one  that  gels  our  Ten  Best  ihkI 

For  the  puresi  kind  of  driving  satisfac- 
tion on  ihat  perfect  road  on  ihai  perfeci 
d;)y.  ihe  Nissan  .lOOZX  Turbo  gel^  c»uf 
vole  as  Ihc  pcrleci  car. 


Seldom  has  one  automobile  inflamed  so  much 
passion  among  the  experts  as  has  the  Nissan'  300ZX ' 
Turbo.  For  three  years  in  a  row,  theTurbo  Tf'  has 
been  named  to  Car  and  Drivers  10  Best  List  as  well 
as  Automobile  Magazine's  All  Stars  List.  And  in 
the  February  1992  Car  and  DnVer  comparison,  the 
Turbo  Z  put  to  rest  any  ideas  the  Chevy  Corvette, 


Lotus  Elan  and  new  Mazda  RX-7  Turbo  had  about 
coming  between  us," No  ambivalence ...  no  contro- 
versy. .  we  all  loved  it ...  the  perfection  of  it  completely 
wins  us  over"  they  said.  To  which 
we  say  "Thanl<s.  Its  been  a  breath- 
taking three  years  for  us.  tod! 
And  they  said  it  wouldn't  last 


NISSAN 


BUILT  FOR  THE 
HUMAN  RACE." 


For  more  intomMDon  call  I-800-NISSAN-6  Srmrc  people  always  read  the  fine  print  And  they  always  wear  their  seat  belts  Actual  text  from  Car  and  Dnver  Format  altered  for  advertisement 
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INTEREST  RATES  I 


FEBRUARY  24,  199 


WHAT  MORE  CAN 
GREENSPAN  DO? 

HE  MUST  FIND  A  WAY  TO  STOP  RISING  RATES  FROM  CHOKING  OFF  RECOVERY 


Alan  Greenspan  must  feel  as  if 
he's  talking:  to  liimself.  The  Fed- 
ei-;il  Reserve  chairman  has  told 
almost  everyone  that  the  Fed  has  cut 
short-term  interest  rates  enough  to  get 
the  U.  S.  economy  out  of  recession.  The 
easing  "appears  to  be  sufficient  to  sup- 
port a  satisfactory  recovery,"  Greenspan 
recently  told  Congress.  That  still  hasn't 
squashed  hopes  for  further  cuts,  and 
even  Greenspan  allows  that  if  the  econo- 
my needs  it,  he'll  ease  again. 

But  on  Feb.  19.  when  Greenspan 
heads  to  Capitol  Hill  to  defend  the  cen- 
tral bank's  handiwork,  he'll  be  focusin.L; 
on  the  Fed's  next  battle.  His  overarching 
goal?  To  prevent  rising  long-term  inter- 
est rates  from  choking  off  the  recovery 
he  expects  by  spring. 

After  an  exhilarating  New  Year's 
plunge,  rates  on  mortgages  and  long- 
term  bonds  have  climbed  back  to  pre- 
Christmas  levels.  And  grumpy  bond  in- 
vestors have  made  it  clear  that  long 
rates  aren't  coming  down  anytime  soon: 
The  Treasury  Dept.'s  $36  billion  quarter- 
ly offering  of  securities  got  off  to  a 
shaky  start  on  Feb.  11-12,  when  rates 
spiked  upward  on  the  usually  popular 
three-year  notes,  and  the  10-year  sale 
forced  yields  up,  too. 
'PANICKED.'  One  big  problem  is  supply. 
With  the  federal  deficit  shooting  from 
$2()S  billion  last  year  to  $400  billion  this 
fiscal  year,  investors  expect  soon  to  be 
choking  on  Treasuries.  And  that  has  left 
a  historically  large  spread  between 
short-  and  long-term  rates  (chart). 
"These  markets  are  panicked  by  the  on- 
coming supply  of  bonds,"  says  David  A. 
Wyss,  financial  economist  at  DRl/Mc- 
Graw  Hill.  "The  January  low  was  the 
bottom  for  long  rates." 

So  chary  are  the  credit  markets  that 
even  the  weak  January  employment  re- 
port (page  27|  dampened  long-term  rates 
only  briefly.  That's  why,  despite  mount- 
ing pressure  to  give  the  economy  anoth- 
er swig  of  easier  credit,  Greenspan  is 
I  reluctant  to  push  short-term  rates  down, 
i  Besides,  with  short  rates  now  under  A''' , 
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there  isn't  much  room  left  for  cutting. 

Instead,  after  boldly  slashing  rates 
last  December,  Greenspan  now  seems  in- 
tent on  returning  to  his  more  customary 
role  as  inflation  slayer.  To  keep  bond 
rates  down,  he  must  again  convince  in- 
vestors that  he  remains  committed  to 
squeezing  inflation  out  of  the  economy. 
"It's  clear  to  us  that  the  modest  decline 
in  long  rates  reflects  the  markets'  expec- 


tation that  inflation  will  fall  only  for 
next  three  or  five  years,"  Greens] lai 
told  the  Senate  Banking  Committee  vt-. 
cently.  "Unless  we  can  break  that,  w 
can  never  get  long  rates  down." 

If  Greenspan  can't  muster  a  convim 
ing  argument,  he  may  be  forced  to  talc 
a  perverse  and  extremely  unpopula 
course:  By  summer,  the  Fed  may  evei 
have  to  push  up  short-term  rates  ti 


k  any  rise  in  long  rates.  "At 
point  in  the  cycle,  Greenspan 
Lher  going  to  win  the  disinfla- 

game  or  lose  it  big,"  notes 
iam  C.  Melton,  chief  econo- 
at  IDS  Financial  Services 

in  Minneapolis.  "It's  fourth 
II  and  goal  on  the  two-yard 

it  Greenspan's  team  may  be 
lited  for  this  game.  As  the 
omy  faltered  on  its  way  to- 
1  recovery  last  fall,  Green- 
i  and  Vice-Chairman  David 
Mullins  Jr.  were  trying  to 

it  a  swift  kick  with  a  rapid 
!S  of  rate  cuts.  They  had  one  big 
ilem,  however:  Two  seats  on  the 
s  seven-member  board  were  empty, 
the  three  remaming  governors  were 
itical  about  the  need  for  lower  rates, 
a  result,  Greenspan  and  Mullins 
it  months  trying  to  woo  the  needed 
s.  They  were  convincing  enough  to 
1  through  five  rate  cuts  by  Novem- 

But,  says  one  Fed  official,  "every 


PHILLIPS  AND  LINDSEY  BACKED  GREENSPAN  ON  RATE  CUTS,  BUT 
MAY  NOT  IF  HE  PUSHES  HARD  FOR  PRICE  STABILITY 


move  was  like  pulling  another  tooth." 

Reinforcements  arrived  in  December, 
when  two  new  governors  were  sworn  in. 
Lawrence  B.  Lindsey  and  Susan  M.  Phil- 
lips joined  Mullins  in  championing  a  big 
rate  cut,  which  would  replace  the  Fed's 
strategy  of  chipping  away  at  rates  a  bit 
at  a  time.  The  result:  the  full-point  slash 
in  the  discount  rate  on  Dec.  20. 

But  Phillips  and  Lindsey  may  prove 


The  Fed  hasn't  been  able  ^ 
to  calm  the  bond  markets'  1 
inflation  fears 


less  helpful  to  Greenspan's  agen- 
da now,  as  the  Fed  chairman 
shifts  his  attention  toward  reas- 
suring inflation-wary  bond  inves- 
tors. Both  have  pledged  to  sup- 
port Greenspan's  goal  of  price 
stability.  But  in  their  rare  public 
statements,  they  have  raised 
questions  about  how  hard  they 
would  clamp  down  on  growth  to 
limit  inflation.  Phillips,  an  Iowa 
economist  who  chaired  the  Com- 
modity Futures  Trading  Commis- 
sion during  the  Reagan  Adminis- 
tration, told  the  Senate  Banking 
Committee  that  zero  inflation  "is 
a  good  theoretical  goal,"  but  "I  do  not 
think  you  can  in  fact  get  there." 

Lindsey,  a  Harvard  economist  who 
acted  as  an  adviser  to  President  Bush, 
echoes  White  House  criticisms  that 
Greenspan's  Fed  hobbled  the  economy 
by  undershooting  its  money-supply 
growth  targets  from  1987  to  1991.  And 
at  his  confirmation  hearings,  he  suggest- 
ed that  eliminating  inflation  "will  take 
most  of  the  rest  of  the  decade" — a  time- 
table years  longer  than  Greenspan's. 

By  contrast,  the  more  senior  gover- 
nors— Wayne  D.  Angell,  Edward  W. 
Kelley  Jr.,  and  John  P.  La  Ware — would 
rather  err  on  the  side  of  less  inflation. 
Angell  is  particularly  concerned  that  as 
the  Fed  cuts  short  rates,  credit  markets 
will  boost  long  rates.  And  La  Ware  be- 
lieves that  healthier  balance  sheets  will 
do  more  to  boost  the  economy  than  low- 
er short-term  rates.  With  his  reluctance 
to  ease  again,  Greenspan  seems  set  on 
shifting  his  weight  back  toward  the  in- 
flation hawks'  side. 

HARD  TO  LIE  LOW.  That  won't  win  him 
any  new  friends  in  Washington,  where 
l.)oliticians  value  growth  in  an  election 
year  far  more  than  they  fear  future  in- 
flation. The  Administration  has  made  it 
clear  it  wants  another  cut:  On  Feb.  12, 
Treasury  Secretary  Nicholas  F.  Brady 
said  further  easing  "would  be  a  good 
thing."  A  bold  assertion  of  Fed  indepen- 
dence during  the  campaign — especially  a 
move  to  suppress  long  rates  by  raising 
short-term  rates — would  bring  down  the 
wrath  of  incumbents  at  both  ends  of 
Pennsylvania  Avenue.  Greenspan  would 
certainly  prefer  to  lie  low  until  after 
Nov.  3." 

Can  he  afford  to?  This  economy  won't 
recover  until  Americans  cut  debt  and  in- 
crease spending.  Some  progress  has 
been  made:  The  Mortgage  Bankers 
Assn.  estimates  that  lower  rates — either 
through  refinancing  or  adjustable-rate 
loans — will  save  homeowners  $22  billion 
this  year,  four  times  the  $5.2  billion  in 
net  fiscal  stimulus  promised  by  the  Pres- 
ident's State  of  the  Union  economic 
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package.  Lehman  Brothers  chief  econo- 
mist Robert  J.  Barbera  attributes  Janu- 
ary's stronger-than-expected  chain-store 
sales  to  the  refinancings  that  started  in 
Novemljer.  "It's  no  coincidence  that  re- 
tail sales  started  to  pick  up  just  as  the 
first  of  the  refinancers  were  going  to 
closing,"  says  Barbera. 

But  the  rebound  in  long  rates  has  al- 
ready dampened  homeowners'  enthusi- 


asm. After  doubling  from  Christmas  to 
mid-January,  the  flow  of  mortgage  refi- 
nancing applications  fell  287'  in  the  last 
two  weeks  of  the  month.  Now,  says  a 
San  Francisco  banker,  lenders  are  cop- 
ing with  angry  homeowners  who  missed 
the  bottom  and  refuse  to  commit  to  new 
loans  until  rates  fall  again.  "They're  a 
problem  for  everybody,"  she  sighs. 
Greenspan's  job  now  is  to  get  Con- 


gress and  the  White  House  to  focus  or 
the  long  term.  But  with  the  two  sides 
trying  to  top  each  other  with  new  pro 
•grams  to  juice  the  economy,  that's  nc 
cinch.  Until  next  November,  Greenspan's 
best  hope  may  to  keep  long-term  rates 
running  flat. 

By  Mike  McNamee  in  Washington,  wit) 
Alice  Cuneo  in  San  Francisco  and  bureai 
reports 


CREDIT  CARDS  I 


MAD  AS  HELL 
ABOUT  LATE  FEES 


Consumers  are  suing  credit-card 
issuers — and  winning 


ey,  bankers:  Don't  come  out  of 
your  foxholes  yet.  Still  reeling 
from  the  public  brouhaha  over 
credit-card  interest  rates  that  average 
three  times  the  prime  lending  rate,  bank- 
ers now  face  another  assault.  Consum- 
ers across  the  nation  are  banding  to- 
gether to  challenge  the  monthly  fees 
that  banks  charge  customers  who  are 
late  with  their  card  payments. 

At  the  center  of  the  storm  are  work- 
ing people  such  as  Loretta  E.  Irwin,  a 
Philadelphia  paralegal.  Last  fall,  in  the 
midst  of  a  job  change,  she  fell  behind  in 
her  Citibank  Visa  payments  and  soon 
found  herself  facing  $60  in  late  fees  on 
her  nearly  $2,000  balance.  "It's  bad 
enough  we  have  to  suffer  the  outra- 
geous interest  rates," 
she  says,  but  the  penal- 
ties were  the  last  straw. 

Now,  Irwin  and  oth- 
ers are  fighting  back. 
In  lawsuits  filed  in  Ala- 
bama, Minnesota,  and 
Pennsylvania,  card- 
holders are  challenging 
the  right  of  out-of-state 
banks  to  charge  late 
fees  to  residents  of 
states  that  bar  the  fees. 
Since  two  dozen  states 
outlaw  the  fees,  the 
stakes  are  huge.  Last 
year,  the  charges, 
whi(  !i  range  from  $10  to  $15  a  month, 
meani  $S58  million  to  banks  (chart). 
CLASS  ACTIONS.  The  consumer  backlash 
gained  steam  in  December,  when  a  fed- 
eral judge  in  Massachusetts  ruled  that 
Greenwood  Trust,  the  Delaware-based 
bank  that  issues  Sears,  Roebuck  &  Co.'s 
Discover  card,  can't  charge  Bay  Staters 
a  $10  monthly  late  fee.  The  judge  ruled 
that  Massachusetts  law,  which  bars  such 
levies,  governs  the  Massachusetts  activi- 


IRWIN:  "IT'S  BAD  ENOUGH  WE  HAVE  TO  SUFFER  THE  OUTRAGEOUS  INTEREST  RATES" 


MAKING  MONEY  FROM 
PROCRASTINATORS 


BANK  ISSUED  CREDIT  CARDS 
TOTAL  REVENUE- 


UTE-FEE  REVENUE 


A  BIIUONS  OF  OOLURS     -EXCEPT  DISCOVER  CARD 
DATA:  NILSON  REPORT 


ties  of  out-of-state  credit-card  issuers. 

Greenwood  Trust  is  appealing  the  de- 
cision, but  contingency-fee  lawyers  in 
Pennsylvania  aren't  waiting  around  for 
the  results.  They've  already  filed  class 
actions  against  Greenwood  Trust  and 
Citibank's  South  Dakota-based  credit- 
card  arm. 

If  the  appeals  court  upholds  the  ruling 
and  the  other  cases  succeed.  Consumer 
Bankers  Assn.  Senior  Counsel  Steven 
Zeisel  warns,  credit 
cards  will  become  more 
expensive  and  harder  to 
get.  "The  consequences 
would  be  tremendous," 
says  Zeisel.  He  predicts 
that  banks  might  re- 
frain from  marketing 
their  cards  nationwide. 

Banks  hope  to  con- 
vince the  courts  that 
federal  law  allows 
banks  to  "export"  cred- 
it-card fees  in  the  same 
way  they  can  charge  in- 
terest rates  that  are 
higher  than  those  al- 
lowed by  state  usury  laws.  If  you've 
ever  wondered  why  your  Visa  bill  comes 
from  Delaware  or  South  Dakota,  it's  be- 
cause those  states  have  neither  usury 
ceilings  nor  consumer-protection  laws 
that  bar  late  fees. 

But  the  banks  are  losing  ground.  In 
1989,  a  California  jury  awarded  $5.2  mil- 
lion in  penalties  to  users  of  Wells  Fargo 
&  Co.  credit  cards.  The  jurors  found  that 
the  San  Francisco  bank  violated  a  state 


law  barring  banks  from  collecting  men 
in  late  fees  than  the  cost  of  processing 
past-due  bills.  A  state  appeals  court  up] 
held  that  decision  in  December,  an* 
Wells  Fargo  is  seeking  review  by  the 
state's  highest  court.  "Eventually,  thescj 
cases  will  wend  their  way  up  to  the  Su' 
preme  Court,"  says  Alan  S.  Kaplinksyf^ 
co-counsel  to  Greenwood  Trust. 
GIVE  AND  TAKE.  The  issue  couldn't  have 
surfaced  at  a  worse  time  for  banks 
Credit-card  operations  are  among  thflf 
most  profitable  parts  of  their  portfof 
lios — unlike,  say,  real  estate.  Politicians' 
led  by  President  Bush,  have  called  or'' 
banks  to  slash  credit-card  interest  rates' 
which  average  187  annually.  Somfi 
banks  have  responded  by  lowering  thei]|'' 
interest  charges — and  trying  to  compen'"' 
sate  by  raising  late  fees. 

Banks  won't  give  up  easily.  On  Feb.  3 
Chemical  Bank  persuaded  New  Yorl 
legislators  to  eliminate  the  state's  lO-daj; 
waiting  period  before  banks  can  begir- 
charging  late  fees.  Lawmakers  appar 
ently  feared  that  Chemical  might  movf 
the  Long  Island  card-processing  opera 
tion  of  its  merger  partner,  Manufactur 
ers  Hanover  Co.,  to  Delaware.  • 

Consumers  have  lost  that  legislativt 
battle,  but  their  court  victories  are  likelj 
to  keep  the  late-fee  issue  alive.  It  may 
be  a  year  or  more  before  the  various 
cases  around  the  country  are  resolved 
But  if  consumers  keep  winning,  banks 
will  have  to  find  another  way  to  squeez(; 
more  profits  out  of  plastic. 

By  Tim  Smart  in  Washington,  with  Johv 
Meehan  in  Neiv  York 
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Commentary/by  John  A.  Byrne 


HERE'S  WHAT  TO  DO  NEXT,  DOW  CORNING 


jent  Memo  To: 

ith  R.  McKennon 
ief  Executive  Officer 
w  Corning  Corp. 

u're  taking  over  the  company  at  a 
ficult  time.  Dow  Corning  is  em- 
liled  in  a  serious  controversy  over 
irges  that  it  knowingly  sold  silicone 
last  implants  that  could  rupture  and 
k,  posing  a  serious  health  risk.  The 
'suits  are  piling  up,  and  the  compa- 
s  reputation  has 
(n  badly  tarnished, 
fou  seem  a  good 
lice  for  the  job.  hav- 
led  the  campaign 
t  rehabilitated  Dow 
^mical's  image,  hurt 

the  Vietnam  War, 
en  it  made  napalm 
nbs.  And  I  applaud 
ir  statement  that 
company's  "over- 
ing  responsibility"  is 
the  estimated 
),000  women  with 
w  Corning  implants. 
lei  the  100  or  so  in- 
nal  documents  final- 
released  by  the  com- 
ly  on  Feb.  10  detail 
)Ugh  reason  for  seri- 
5  worry,  certainly 
)Ugh  to  question  the  company's  long- 
nding  denials  and  stonewalling.  As 
'ly  as  the  1970s,  Dow  Corning  man- 
?rs  and  several  plastic  surgeons  who 
tailed  the  devices  had  disclosed  their 
icerns  about  the  product's  safety, 
lere's  what  you  should  do  now: 
'ell  the  truth.  Thus  far,  Dow  Cor- 
g's  hunker-down  strategy  has  suc- 
ded  only  in  plunging  it  into  a  credi- 
ty  crisis  not  unlike  some  classic 
porate  blunders  of  the  past:  General 
tors  and  the  Corvair,  Hooker  Chemi- 

and  Love  Canal,  A.  H.  Robins  and 
'  Dalkon  Shield,  Exxon  and  the  Val- 
Now,  you  sorely  need  to  come 
th  and  share  with  the  public  every- 
ng  you  know  as 
in  as  you  know  it. 
at  means  taking 
irt  every  stone  in 
;  walls  that  Dow 
rning  has  built  since 
54,  when  a  jury  first 
md  in  favor  of  a 
king-implant  victim 
1  awarded  her  $1.5 


million  in  punitive  damages.  "You  can't 
get  into  trouble  by  admitting  what  you 
don't  know  or  by  giving  people  too 
much  information,"  observes  James 
O'Toole,  a  professor  of  management  at 
the  University  of  Southern  California. 

■  Rein  in  your  lawyers.  The  most  impor- 
tant battle  to  be  fought  is  not  in  a  court 
of  law.  It's  in  the  court  of  public  opin- 
ion. That's  the  key  lesson  gleaned  from 
James  Burke's  deft  handling  of  John- 
son &  Johnson's  Tylenol  crisis.  Accept 
responsibility.  Forget  short-term  profit- 


CORNING  CHAIRMAN  HOUGHTON  AND  DOW  PRESIDENT  POPOFF  SHOULD  WASTE 
NO  TIME  IN  FACING  THE  PUBLIC— AND  GIVING  ALL  THE  FACTS 


ability.  As  Gerald  Meyers,  a  professor 
at  Carnegie  Mellon  University's  busi- 
ness school,  puts  it:  "If  you  win  public 
opinion,  the  company  can  move  forward 
and  get  through  it.  If  you  lose  there,  it 
won't  make  any  difference  what  hap- 
pens in  a  court  of  law." 
■  Fote  the  public.  Dow  Corning,  a  50-50 
joint  venture  of  Dow  Chemical  and  Cor- 
ning, seems  the  wayward  child  of  two 
corporate  parents.  Two-thirds  of  its 
board  members  hail  from  its  two  own- 
ers, including  Dow  President  Frank  P. 
Popoff  and  Corning  Chairman  James  R. 
Houghton.  They  should  stand  beside 
you  to  face  the  public  and  the  facts. 
Otherwise,  you  have  the  prospect  of 


CRISIS  MANAGEMENT:  FIVE  CARDINAL  RULES 


D  Tell  the  truth 

D  Make  amends  to  customers 

Q  Rein  in  your  lawyers 

B  Hire  an  independent  research 

D  Face  the  public  and  the  facts 

group  to  examine  the  data 

two  parents,  neither  of  which  wants  to 
assume  responsibility  for  what  hap- 
pened, appearing  to  hide  from  a  severe 
problem. 

■  Make  amends  to  your  customers.  You 

took  the  right  step  when  you  an- 
nounced that  Dow  Corning  would  con- 
sider giving  financial  help  to  women 
who  wanted  to  remove  the  implants  for 
health  reasons  but  could  not  afford  to 
do  so.  Now,  go  the  extra  mile  by  set- 
ting up  an  information  center  where 
women  and  their  doctors  can  vent  their 
feelings,  gain  informa- 
tion, and  settle  claims. 
If  patients  come  in 
with  reports  from  phy- 
sicians who  document 
problems  caused  by  im- 
plants, write  out  the 
checks — even  accept- 
ing some  claims  with- 
out full  evidence. 

■  Appoint  independent 
experts  to  examine 
the  scientific  evidence. 

Even  before  you 
stepped  into  the  top 
spot,  the  board  hired 
attorney  and  former 
Carter  Administration 
Attorney  General  Grif- 
fin B.  Bell  to  conduct 
an  internal  probe  of 
management's  re- 
sponse to  the  crisis  as  well  as  the  medi- 
cal evidence.  That's  fine,  but  it  would 
be  better  if  a  highly  regarded  research 
group,  such  as  Battelle  Memorial  Insti- 
tute, was  asked  to  look  over  the  scien- 
tific evidence.  And  you  should  keep  the 
public  informed  on  the  progress  of 
these  investigations,  and  then  you 
should  make  the  reports  public  immedi- 
ately. If  there  is  justifiable  blame,  the 
culprits  should  be  sharply  and  promptly 
disciplined. 

Above  all,  remember  the  tongue-lash- 
ing delivered  by  a  federal  court  judge 
to  top  managers  of  A.  H.  Robins  Co. 
after  the  company  lost  a  $4.6  million 
lawsuit  on  its  intrauterine  contracep- 
tive: "You  have  taken 
the  bottom  line  as  your 
guiding  beacon  and  the 
low  road  as  your  route. 
That  is  corporate  irre- 
sponsibility at  its 
meanest."  That's  a 
charge  Dow  Corning 
can  still  avoid  if  you 
act  properly — and  fast 
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LEGAL  AFFAIRS  I 


FROM  THE  MIND  OF  MINOLTA— 
OOPS,  MAKE  THAT  'HONEYWELL' 


The  U.S.  company  is  milking  its  patent-court  victory  for  all  it's  worth 


Say  this  for  Honeywell:  It  knows 
how  to  press  an  advantage.  On 
P^eb.  7,  a  federal  jury  in  Newark, 
N.  J.,  set  hearts  fluttering  in  Tokyo 
when  it  ordered  Minolta  Camera  Co.  to 
pay  Honeywell  Inc.  $96  million  for  in- 
fringing two  Honeywell  patents  in  its 
autofoeus  cameras.  Since  then,  Hon- 
eywell executives  have  made  the  case  a 
symbol  of  Yankee  ingenuity  besieged  by 
trade  pirates.  Honeywell  has  even  ear- 
marked $1  million  of  its 
award  for  a  "legal  de- 
fense fund"  to  help 
U.  S.  entrepreneurs 
fight  foreign  pinching 
of  innovative  ideas. 

If  Honeywell  is  lay- 
ing it  on  a  bit  thick,  it's 
easy  to  see  why.  After 
spending  six  years — 
and  $14  million  in  legal 
fees — the  Minneapolis 
company  finally  sees 
payday:  It  could  collect 
up  to  $300  million  in 
back  royalties  from 
Minolta  and  other  cam- 
era makers. 

Honeywell  abandoned 
its  own  efforts  to  devel- 
op an  autofoeus  35mm 
camera  in  the  mid- 
1970s,  though  it  held  on 
to  its  patents.  Minolta 
says  Honeywell  could 
have  been  a  contender, 
had  the  company  stuck 
with  it.  Instead,  when 
single-lens  reflex  cam- 
eras with  autofoeus  be- 
came the  rage  in  the 
mid-1980s,  Honeywell 
called  in  lawyers.  In 
19S7,  it  sued  Minolta  for 


Honeywell's  good  fortune  may  mean 
hard  times  for  camera  buyers.  "The  con- 
sumer will  have  to  pay  for  this,"  warns 
Sadahei  Kusumoto,  chairman  of  Minolta 
Corp.,  the  U.  S.  arm  of  the  Japanese 
manufacturer.  How  much?  In  the  Min- 
olta case,  Honeywell's  award  amounted 
to  roughly  $40  a  camera. 

The  stakes  help  explain  why  what  be- 
gan as  a  highly  technical  patent  dispute 
has  become  the  latest  flashpoint  in  U.  S.- 


HONEYWELL'S  $96  MILLION  PATENT 


Here's  how  auto-focus  works: 

Reflected  light  from  the  pear  passes  though  the  camera  lens.  Before 
it  can  reach  the  film,  a  mirror  diverts  it  through  two  separator  lenses, 
creating  two  separate  images  of  the  pear  on  the  detector  arrays 


The  images'  positions 

provide  a  basis  for  a 

microchip  to  calculate 

the  correct  focus.  The 

chip  adjusts  the  lens. 

When  the  picture  is  a 

taken  the  mirror  ^ 

flips  up,  and  f 

the  film  is  exposed 

MICROCOMPUTER 
fQCUSESililS 


CORREa  FOCUS 
REFiftENCyj>ACiNG, 


patent  infringement.  Now,  it  wants  an 
injunction  against  the  sale  of  Minolta 
autofoeus  cameras,  which  account  for 
307'  of  the  $3  billion  U.  S.  market. 
CAMCORDERS,  TOO?  Honeywell  may  take 
legal  aim  at  15  other  camera  manufac- 
turers— mostly  Japanese  but  including 
Eastman  Kodak  Co. — that  it  believes 
have  also  filched  its  autofoeus  knowhow. 
The  company  is  even  considering  broad- 
ening its  case  to  cover  the  $2  billion 
market  for  video  camcorders,  where 
autofoeus  models  are  also  the  rage. 


Japanese  trade  relations.  The  Interna- 
tional Trade  Commission  estimates  that 
the  U.  S.  loses  $40  billion  each  year  to 
technology  and  product-design  pilfering 
by  foreign  companies.  Intellectual  prop- 
erty right  protection  is  a  hot  issue  in 
current  multinational  trade  talks,  and 
Congress  is  weighing  several  measures 
that  would  combat  the  thievery. 

Minolta,  meanwhile,  is  fighting  back. 
In  a  letter  to  dealers,  Kusumoto  charged 
Honeywell  is  waging  "an  unfair  attack" 
on  Minolta.  The  company  says  Hon- 


eywell has  branded  it  a  high-tech  thi( 
It  noted  the  jury  in  Newark  had  actua 
concluded  that  Minolta  only  violated  t\ 
technical  patents — and  without  willi 
intent.  Minolta  also  claims  that  H 
eywell  is  merely  trying  to  milk  the  si 
cess  of  its  Maxxum  camera. 

Even  more,  Minolta  executives  tO' 
umbrage  at  what  they  perceived  as  th 
ly  veiled  attempts  by  Honeywell  to  sto 
anti-Japanese  sentiment  on  the  jui 
Honeywell,  they  point  out,  hired 
Asian  actor  to  portray  Minolta  exed 
fives  during  the  reading  of  court  depo; 
tions.  By  linking  the  case  to  larger  trai 
issues,  Minolta  Attorney  George  Gra 
says,  "they  want  to  sue  the  entire  Jap 
nese  camera  industry  and  want  to  intin 
date  other  companies  into  settling." 

Honeywell  attorney  Michael  V.  Cin 
describes  such  charges  as  "despicabl< 
He  says  the  jury's  v 
diet  turned  on  key 
sues  involving  simil; 
ities  between  Minolta 
Maxxum  design  ar 
Honeywell's  early  aut 
focus  research,  k 
though  Honeywell 
patents  were  never 
censed  commercia' 
the  company  did  ent( 
into  agreements  that  £ 
lowed  Minolta  and 
other  companies  to  gi 
an  early  look  at  tl 
technology. 

MORE   TO   COME?  Hoi 

eywell  has  a  lot  to  loa 
if  it  pursues  a  bar 
knuckles  approach.  F( 
one  thing,  if  it  contii 
ues  to  strong-arm  Jap; 
nese  camera  manufa 
turers,  Honeywell  ma 
have  trouble  maintaii 
ing  sales  for  its  Jap: 
nese  joint  venture.  Thij 
company,  Yamatak<| 
Honeywell  Co.,  is  24.2' 
owned  by  Honeywel 
Last  year,  the  high-pr 
file  joint  venture  gene 
ated  sales  of  about 
billion. 


SEPARATOR 
LENSES 


DETEGOR 
ARRAYS 


DATA:  COMPANY  REPORTS 


The  Honeywell-Minolta  skirmish  mai 
be  a  harbinger  of  all-out  legal  warfare  i 
big-bucks  patent  cases,  particular 
against  the  archrival  Japanese.  "A  go( 
trial  attorney  is  going  to  take  advantaj 
of  sentiments  in  the  air,"  says  Robe: 
Merges,  a  law  professor  at  Boston  Ur 
versity  and  patent  expert.  And,  thes 
days,  there's  no  shortage  of  U.  S.  comp 
nies  looking  for  any  edge  against  th 
Japanese. 


By  Brian  Bretniwr  in  Washington, 
Robo  t  Neff  in  Tokijo 


unt[ 
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Kelly  is 
pushing  a 
restructuring 
plan  that 
bondholders 
say  has  just  a 
50%  chance 
of  keeping  the 
company  out 
of  Chapter  11 


RAGED  BUYOUTS  I 


DNALD  KELLY 

ETS  EGG  ON  HIS  FACE 


Envirodyne  deal  is  as  shaky  as  his  Beatrice  buyout  was  spectacular 


Ronald  P.  Kelly  once  struck  just 

■  the  right  chord  with  investors. 
^  The  stocky  dealmaker  helped 
t  one  of  the  most  successful  lever- 
i  buyouts  ever  when  he  and  his  part- 

Kohlberg  Kravis  Roberts  &  Co., 
j-ht  Beatrice  Co.  in  1986,  then  netted 
billion  for  themselves  and  other 
•eholders  by  selling  off  the  pieces.  So 
n  Kelly  teamed  up  with  Salomon 
thers  Inc.  to  buy  Envirodyne  Indus- 
>  Inc.  for  $720  million  in  1989,  inves- 

f locked  to  the  deal, 
any  of  them  now  regret  they  fol- 
?d  Kelly  into  this  one.  Swamped  with 
Envirodyne  on  Feb.  3  skipped  $14 
ion  in  interest  payments.  To  recover, 
lagement  has  proposed  a  debt-re- 
cturing  plan  that  some  bondholders 
has  just  a  50%  chance  of  keeping  the 
;ago  maker  of  such  down-to-earth 
'f  as  sausage  casings  and  plastic 
isils  out  of  Chapter  11. 
GH  LUCK.  Envirodyne  has  been  on 
various  financial  footing  since  Kelly 
ved.  To  complete  the  company's  le- 
iged  buyout,  Kelly  and  several  part- 
ihips  he  controls  put  up  just  $2  mil- 

for  3.69!  of  the  company.  Salomon 
:ed  in  $38  million  for  a  69%  stake, 


then  sold  4.99!  of  Envirodyne  to  a  divi- 
sion of  Continental  Bank  Corp.  for  $2.7 
million.  And  Artra  Group  Inc.,  which 
owned  26.3%  of  Envirodyne  before  the 
buyout,  swapped  its  stock  for  a  27. 5''! 
share  in  the  private  company  and  $75 
million  in  cash.  Both  Kelly  and  Salomon 
have  recouped  most  of  their  investments 
through  fees  paid  by  Envirodyne:  Kelly 
pulled  in  $2.83  million  and  Salomon  $20.1 
million  in  1989  alone.  Kelly,  who  is  En- 
virodyne's  chairman  and  chief  executive, 
also  collects  a  $400,000  annual  salary. 

With  such  a  thin  layer  of  equity,  "ev- 
erything had  to  go  just  right,"  notes 
Daniel  Smith,  portfolio  manager  of  Van 
Kampen  Merritt's  high-yield  fund.  Envi- 
rodyne hasn't  been  that 
lucky.  The  company  had 
trouble  passing  along 
higher  costs  on  its  pe- 
troleum-based products, 
for  instance,  when  oil 
prices  soared  before  the 
gulf  war.  And  in  late 
1990,  an  Envirodyne 
product  used  to  wrap 
fresh  meat  was  discov- 
ered to  contain  traces 
of  benzene.  Margins 
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took  a  drubbing,  as  the  company  scram- 
bled to  woo  leery  customers.  The  result: 
Operating  cash  flow  in  1991  fell  6%,  to 
$106.6  million  on  sales  of  $552.5  million, 
.says  Bruce  Klein,  an  analyst  for  Donald- 
son, Lufkin  &  Jenrette  Securities  Corp. 

Things  are  expected  to  improve  this 
year,  thanks  to  solid  sales  of  core  prod- 
ucts and  new  manufacturing  capacity  in 
Europe.  But  long-term  debt  keeps  climb- 
ing, i'rom  $719  million  in  1989  to  about 
$850  .  million  now.  The  cash  squeeze 
reached  a  crisis  this  month,  when  Envi- 
rodyne faced  drawing  down  all  of  its 
remaining  cash  and  tapping  out  its  cred- 
it lines  to  make  $33.3  million  in  lease  and 
interest  payments — including  the  $14 
million  due  Feb.  3.  Says  a  source  close  to 
Envirodyne:  "It's  a  classic  example  of 
good  company,  bad  balance  sheet." 

Now,  with  both  his  reputation  and  the 
company  at  stake,  Kelly  seems  deter- 
mined to  forge  a  deal.  Envirodyne  has 
asked  bondholders  of  its  two  subordinat- 
ed issues  to  forgo  interest  payments  val- 
ued at  a  total  of  $120  million  for  the  next 
three  years  in  exchange  for  50%  of  the 
equity,  says  a  company  spokesman.  Kel- 
ly couldn't  be  reached  for  comment. 
SHARE  THE  PAIN.  Bondholders  have  plen- 
ty to  say  about  the  proposal,  little  of  it 
pleasant.  "We  don't  like  the  plan  be- 
cause the  senior  debtholders  aren't  giv- 
ing up  anything,"  says  James  Woods, 
chief  investment  officer  for  Security 
Benefit  Life  Insurance  Co.,  which  holds 
$3  million  worth  of  Envirodyne's  most 
junior  debt  issue.  Moreover,  Woods 
wants  shareholders  to  share  more  of  the 
pain.  He  proposes  that  they  turn  over  at 
least  63a  of  their  equity,  while  some 
creditors  are  calling  for  as  much  as  807' . 

Others  fret  that  the  plan  is  just  a 
short-term  fix,  since  it  only  delays  inter- 
est payments  instead  of  eliminating 
debt.  "Unless  you  solve  that  problem,  it 
doesn't  appear  to  me  to  be  fixing  the 
long-term  capital  structure,"  says  Evan 
I.  Mann,  an  analyst  for  Dillon,  Read  & 
Co.  Says  an  Envirodyne  spokesman: 
"We  are  willing  to  listen  to  alternatives. 
Nothing  is  carved  in  stone." 

Wall  Street  is  betting  that  the  compa- 
ny will  carve  out  a  deal.  Since  announc- 
ing the  interest-payment  freeze,  the 
company's  three  debt  issues  have  each 
lost  just  a  few  points.  On  Feb.  12,  they 
were  trading  at  43%  to 
57%  of  par  value.  Still, 
there's  little  chance  that 
Kelly  can  emerge  from 
the  deal  unscathed. 
That  could  make  it 
tough  to  find  investors 
ready  to  go  along  next 
time.  Says  one  bond- 
holder: "He  won't  be  a 
pied  piper  anymore." 

By  Lois  Therrien  n 
CI)  icago 
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MUTUAL  FUNDS I 


THE  SEC  FLAGS 
JOE  MONTANA 


It  vetoes  Franklin's  ads  for  mutual 
funds  featuring  the  quarterback 


That  J<je  Montana  has  it  all,  doesn't 
he?  Super  talent,  beautiful  wife, 
three  delijjhtful  dauj^hters.  Saw 
him  with  the  kids  in  an  ad  for  some 
mutual  fund.  Come  to  think  of  it, 
haven't  seem  those  ads  lately.  Wonder 
what  happened? 

What  hai)pened  was  that  the  Securi- 
ties &  Exehanjj;e  Commission  threw  a 
penalty  fla^  on  Franklin  Group,  the  mu- 
tual-fund company  that  the  San  Francis- 
co 49ers  superstar  rejjresents.  It  seems 
the  SKC  didn't  care  for  the  six  different 
ads  in  which  Montana,  his  wife,  Jennifer, 
and  their  daughters  ai)|jeared.  The  ads, 
which  ran  from  last  August  until  Dec. 
'.il  in  magazines  including  BUSINESS 
WKEK  and  Money,  promoted  funds  for 
retirement  planning,  college  |)lanning, 


and  ecjuity  investments.  The  one  for  col- 
lege planning  even  urged  readers  to  call 
1-800-DIAL  JOE  for  more  information. 

The  SEC,  it's  safe  to  say,  has  nothing 
against  gridiron  heroes.  But  a  1940  law 
prohibits  testimonials  for 
investment  advisers.  Mu- 
tual funds  are  required 
by  law  to  hire  investment 
advisers,  so  by  extension 
the  SEC  applies  the  ban 
on  testimonials  to  funds, 
too.  Franklin,  for  its 
part,  says  that  it  would 
have  kept  running  the 
ads  had  the  SEC  not 
stepped  in.  Its  original 
contract  with  Montana 
was  for  one  year, 
though  neither  the 
company  nor  the 
cjuarterback's  agent 
will  say  if  the  deal  is 
still  in  place. 

Endorsements  Montana 
from  the  rich  and  and  his  daughters 
famous  may  still  have  a  home  on  the 
financial  pages,  though.  The  trick  is  to 
make  sure  that  your  celebrity  is  the  rep- 
resentative of  an  investment  firm  as  a 


Wji 


whole,  and  doesn't  just  endorse  a  par>- 
ular  product.  That's  how  Smith  Barn'-, 
Harris  Upham  &  Co.  escaped  the  ire  f 
the  SEC.  From  1979  to  1987,  the  late 
tor-director  John  Houseman  pitched  i- 
periously  for  the  firm — "V 
earrrrrrn  it.' 
member?  "It 
never  an  issue!! 
says  Smith  Bar 
spokesman  Rob 
Connor.  "We  were 
using  a  person  to  ( 
dorse  any  one  sin^» 
product.  We  were  i- 
ing  a  spokesman  si- 
ply  to  represent  us." 

There's  no  indicati'i 
that  Montana  will  play, 
similar  role  for  Frank!:. 
That  may  disappoint  fa , 
of  the  quarterbac 
whose  ailing  right  elhc 
forced  him  to  sit  out  ll 
entire  1991  football  seaso 
If  his  admirers  want  to  si 
training  camp  starts  ne 
summer,  they're  better  off  looking 
trading  cards  or  cereal  boxes. 

By  Gail  DcGcotgc  in  Mim 


him  before 


TELECOMMUNICATIONS  1 


NOT  JUST 
A  YUPPIE  TOY 


Cellular  phone  revenues  are  up  28%,  and  users  have  doubled  since  1989 


When  the  U.  S.  economy 
|ilunged  into  recession  in  1990, 
stocks  of  cellular  phone  com- 
panies were  not  far  behind.  Shares  of 
McCaw  Cellular  Communications  Inc. 
lost  two-thirds  of  their  value  between 
June  and  October.  Contel  Cellular  Inc. 
fell  54'/' ,  and  Metro  Mobile  CTS  Inc.  lost 
647'  over  the  same  period.  The  problem? 
Investors  worried  that  cellular  phones 
weren't  much  more  than  yuppie  toys  and 
would  be  among  the  first  luxuries  jetti- 
soned in  the  downturn. 

It  sure  hasn't  turned  out 
that  way.  While  official 
199]  results  aren't  in  yet, 
New  York  market  research- 
er I.iiik  Resources  Corp. 
figure.-  cellular  revenues 
climbed  '1^'  .  to  $5.82  billion 
in  1991.  K\x  i  better:  It  esti- 
mates the  lumber  of  cellu- 
lar subscriber^  reached  7.66 
million  by  thi^  end  of  1991, 
up  457  from  llie  year  earli- 
er and  more  than  doubling 
since  1989. 
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Adding  subscribers  has  more  than 
compensated  for  lower  usage  by  custom- 
ers whose  style  has  been  cramped  by  the 
recession.  The  cellular  subsidiaries  of 
the  big  phone  comt^anies,  which  domi- 
nate the  industry's  top-10  list,  actually 
increased  their  profitability  during  the 
recession.  For  example,  BellSouth 
Corp.'s  operating  income  from  domestic 
cellular  and  paging  operations  jumped 
157',;  in  1990  and  another  397'  ,  to  $149 
million,  in  1991.  Even  in  the  downtrod- 


^CELLUIAR  KEEPS  GROWING 


SUBSCRIBERS 


it 


REVENUES 
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A  BILLIONS  OF  DOLURS 


den  Northeast,  Nynex  Mobile  Commui 
cations  Co.'s  operating  income  rose  l!5 
in  1990  Itefore  slipping  197  last  year.  • 
$48.5  million. 

INNOVATIVE  ADVANCE.  McCaw,  the  lug 

ly  leveraged  market  leader,  is  still  spi 
ing  red  ink  as  expected,  but  it's  repor 
ing  positive  cash  flow  and  progre^ 
toward  profitability.  With  cellular  stock 
bouncing  back  toward  their  prerecessio 
highs,  McCaw  in  January  decided  t 
cash  in  by  announcing  plans  to  rais 
$335  million  through  an  issue  of  conver 
ible  preferred  shares.  "We've  been  e: 
tremely  pleased  with  how  we've  weatl 
ered  the  recession,"  says  McCaw  Vict 
President  Robert  Ratliffe. 

Now,  a  burst  of  innovation  and  li  cl 
nological  advances  is  providing  fresh  ev 
dence  of  the  cellular  industry's  vitality 
On  Feb.  7,  Bell  Atlantic  Mobile  System 
Inc.  announced  that  it  and  Motorola  Inc 
would  test  in  Pittsburgh 
small,  handheld  "persons 
communicator."  It  can  d- 
triple  duty  as  a  cordles 
photie  in  the  home,  a  wirt 
less  adjunct  to  the  office 
phone  system,  and  a  con 
ventional  cellular  phom 
on  the  road. 

Three  days  later  cam< 
two  announcements  o 
high-powered  partner 
ships.  Motorola  Chairmai 
■91  George  M.  C.  Fisher  anc 

EST.  Northern  Telecom  Ltd 
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"If  everybody  says  they 
have  open  systems,  how  can 

you  tell  who  really  does?" 


It's  not  that  all  those 
companies  don't  mean 
it  when  they  say  they 
have  open  systems.  It's  just 
that  everybody  means  some- 
thing different. 

So,  where  does  that  leave 
you  standing?  Most 
likely  trying  to  fig- 
ure  out  the  biases  of 
the  players  and  sort- 
ing out  what  will  work  best 
for  your  company  from  the 
CEO  to  the  PC  gurus  to  the 
secretarial  pool.  Here's  our 
take  on  the  situation. 

Five  blind  men  and  an  elephant. 

One  blind  man  thought  the 
elephant's  leg  was  a  tree  trunk, 
one  thought  the  elephant's  trunk 
was  a  snake,  and  so  on. 

It's  the  same  with  open  sys- 
tems. Some  people  think  UNIX" 
equals  open.  The  only  problem  is, 
everybody  seems  to  have  their 
own  improved  version  of  UNIX, 
so  you  may  discover  that  what  you 
thought  was  an  open  system  isn't 
really  that  open. 

Then  there  are  the  people 
who  figure  if  you  can  plug  this 
hardware  into  that,  then  you've  got 
an  open  system. 

Now,  we  agree  that  compat- 


ible hardware  is  part  of  the  open 
systems  story  But  it  doesn't  stop 
there.  After  all,  isn't  hardware 
without  software  something  like 
a  body  without  a  brain? 

To  get  the  whole  story  one 
has  to  backtrack  a  bit. 

Some  history.  Some  philosophy. 

Part  of  the  story  is  that  we 
got  there  first.  In  1981,  we  got  to- 
gether with  IBM  and  the  Intel  peo- 
ple and  launched  the  PC. 

We  also  chose  to  make 
MS-DOS  widely  available  to  hard- 
ware manufacturers  and  software 
developers.  And,  one  after  another, 
they  decided  to  adopt  it. 

As  more  and  more  people 
took  advantage  of  these  comput- 
ers and  applications,  MS-DOS 
emerged  as  the  operating  system 
of  choice-quite  literally 

Which  we  believe  is  the 
same  reason  that  the  Microsoft 
Windows'"  operating  system  has 
caught  on. 

This  accessibility  of 
technology  spurs 
^■^^  competition,  which 
spurs  innovations. 
It's  your  basic  Adam 
Smith  free  marketplace  scenario. 

Open  is  as  open  does. 

The  result:  today  you  have 
even  more  choices  at  better  prices. 
Hardware  manufacturers  now 


offer  you  over  1,000  different  mod- 
els of  Windows-compatible  PCs. 
Developing  programs  for 
Windows  has  never 
been  easier  As  a  mat- 
ter of  fact,  there  are 
Microsoft,  about  5,000 Windows- 
WINDOWS.  based  applications 
from  which  you  can  choose. 

We,  in  turn,  foster  a  dialogue 
with  those  software  developers, 
which  pushes  the  technology  for- 
ward even  faster 

And  there  are  other  options: 
a  range  of  monitors,  printers,  fax 
modems,  and  of  course,  the  mouse. 

In  short,  we  believe  an  open 
operating  system  sets  a  consistent 
standard  for  everybody 

More  important,  it  lets  you 
pursue  your  own  ends,  without 
having  to  worry  about  what  plugs 
into  what,  whether  applications  are 
compatible,  and  so  forth. 

Which  gives  you  and  your 
company  freedom  of  choice  in 
finding  the  best  way  to  fulfill  your 
personal  computing  needs. 

In  our  book,  that's  what  an 
open  system  should  be  all  about. 


Some  systems  are  more  open  than  others. 
To  find  out  more,  call  (800)  992-3675,  Dept. 
Y98.  We'll  send  you  a  free  brochure,  "How  to 

choose  the  system  with  the  most  choices." 


Microsoft 
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Chairman  Paul  G.  Stern  unveiled  plans 
to  supply  equipment  jointly  to  cellular- 
phone  companies  in  the  Western  Hemi- 
sphere. Later  that  day,  five  big  cellular 
operators  announced  that  they  intended 
to  launch  a  national  brand  of  tightly 
networked  cellular  ojjerators  that  would 
rival  the  McCaw-led  Cellular  One  coali- 
tion of  carriers. 

ESCALATING  DEMANDS.  With  all  three 
gambits,  the  cellular  industry  is  hoping 
to  satisfy  a  body  of  customers  with  esca- 
lating demands.  Subscribers  are  no  long- 
er satisfied  with  a  cellular  phone  that 
simply  allows  them  to  make  and  receive 
calls  while  tooling  about  town.  These 
days,  they  want  calls  to  reach  them 
automatically  wherever  they  are — in 
their  home,  at  the  office,  or  in  a  distant 
city.  And  wherever  they  move,  they 
want  to  be  able  to  use  all  the  features 
that  they  pay  for,  inchuling  conference 
calling  and  voice  mail. 

Cellular  executives  hope  thai  meeting 


Customers  waiit  services 
from  conference  calling 
to  voice  mail  to  be  available 
wherever  they  go 


these  demands  will  spur  a  third  of 
American  households  to  get  mobile  ser- 
vice by  the  turn  of  the  century.  Right 
now,  the  figure  is  less  than  107'. 

Seamless  networking  doesn't  come 
cheap.  It  retjuires  heavy  investment  in 
computer  technology,  such  as  the  data 
bases  that  keep  track  of  where  custom- 
ers are  and  what  features  they  sub- 
scribe to.  That's  why  radio-frecpiency  ex- 
pert Motorola  linked  up  with  Northern 
Telecom,  which  is  far  more  advanced  in 
switching  and  data-base  technology. 
Computer  power  is  also  behind  Bell  At- 
lantic Mobile  Systems'  personal-commu- 
nicator service  in  Pittsburgh.  Every  time 
the  phone  changes  location,  it  will  send 
out  a  radio  alert  to  BAMS's  sister  compa- 
ny, liell  of  Pennsylvania.  When  a  call 
comes  in.  Bell  will  give  instructions  on 
how  to  reach  the  wandering  phone. 

With  such  projects  under  way,  plus 
the  exjK-nsive  transition  to  higher-capaci- 
ty, higlier-cjuality  digital  radio  gear,  it's 
no  sui  prise  that  the  cellular  industry 
will  have  t<,  increase  investment  spend- 
ing 207'  to  ;',!i7  annually  in  the  next  five 
years.  But  racing  to  keep  up  with  cus- 
tom. >*•  demands  is  a  problem  that  any 
industry  enjoys — especially  an  industry 
that  has  weathered  its  first  recession  in 
high  style. 

Bil  Peter  Coy  in  New  York 


PEOPLE  I 


MARRIOTT  RESERVES  A  CORNER  SUITII 
FOR  STEVE  BOLLENBACH 


Trump's  former  No.  2  will  work  to  trim  a  $3.2  billion  debt 


f: 


lew  people  were 
[surprised  last 
August  when 
Stephen  F.  Bollenbach 
of  the  Trump  Organi- 
zation stopped  by  the 
Creditors'  Ball,  New 
York  attorney  Robert 
M.  Miller's  annual 
bash  in  the  Hamptons 
for  bankruptcy  law- 
yers. Miller,  the  advo- 
cate for  angry  bond- 
holders in  the  restruc- 
turing of  Trump's  Taj 
Mahal  casino,  had  bar- 
gained long  and  hard 
with  Bollenbach,  Don- 
ald .J.  Trump's  chief  fi- 
nancial officer.  But 
Bollenbach's  deft  dip- 
lomatic touch  kept  the 
disagreements  from 
becoming  disagree- 
able. "He's  a  tough- 
nosed  negotiator,  Init 
he  also  knows  how  to 
deal  with  people," 
says  Miller. 

Both  skills  will 
come  in  handy  in  his 
new  job.  On  Mar.  2, 
he'll  leave  Trump  to 
become  CFO  of  Marri- 
ott Corp.,  moving 
from  one  nearly  com- 
pleted restructuring  to 
one  in  progress.  Mar- 
riott needs  to  sell  $1.3 
billion  in  assets  and 
trim  its  $8.2  billion  in 
debt  by  nearly  half — a 
task  that  could  take 
years.  "Smooth  sailing 
makes  poor  sailors, 
but  he  has  been  working  at  some  tough 
jobs  that  have  made  him  a  good  sailor," 
observes  Joseph  J.  Doyle,  hotel  ana- 
lyst with  Smith  Barney,  Harris  Up- 
ham  &  Co. 

DEMANDING  BOSSES.  Bollenbach,  49, 
long  has  been  an  ideal  No.  2  man,  pro- 
viding financial  knowhow  and  a  soothing 
style  to  sometimes  difficult  entrepre- 
neurs. "He  has  done  a  wonderful  job," 
says  Trump.  Bollenbach  endeared  him- 
self to  his  boss  by  persuading  bankers 
to  reduce  Trump's  personal  liability  for 


RESUME: 
STEPHEN  F.  BOLLENBACH 


1942,  Los  Angeles 


EDUCATION 


B.S.,  Finance,  196,5,  UCLA, 
MBA,  1968,  California  State 
University,  Northridge 


EMPLOYMENT 


1968-75  various  finance  jobs, 
the  Ludwig  Group 

1975-80  CFQ,  Ludwig  Group 

1980-82  Chairman,  Southwest 
Savings  &  Loan  Assn.,  Phoenix 

1982-86  Treasurer,  Marriott 

1986-90  CFQ,  Holiday  Corp. 

August,  1990-March,  1992 
CFO,  Trump  Organization 

March,  1992  CFO,  Marriott 


their  loans  from  ov 
$800  million  to  abo 
$165  million. 

Before  joining 
developer,  Bollenba 
worked  in  the  shade 
of  Michael  D.  Ros 
chief  executive  of  Pi 
mus  Cos.  There, 
1987,  when  Prom 
was  still  known 
Holiday  Corp.,  the 
nancier  fashioned  a  r 
capitalization  that  pa 
out  a  dividend  of  $65 
share — a  total  of  $1. 
billion.  The  move  en 
ed  a  takeover  scai 
that    started  whe 
Trump,  of  all  peopl 
bought  a  large  stat 
in  Holiday. 

Bollenbach  learne 
early  on  to  deal  wit 
demanding  bosses.  I 
1965,  he  joined  public 
ty-shy  mogul  and  ii 
vestor  Daniel  K.  Lu 
wig  to  help  ru 
savings  and  loan  ass( 
ciations  in  the  Wes 
From  1980  until  198; 
he  served  as  chief  e) 
ecutive  of  the  Ludwi 
Organization's  Phot 
nix  thrift.  In  the  lat 
1980s,  well  after  Bo 
lenbach  left,  that  un 
failed  and  was  seize 
by  the  government 

His  move  to  Marr 
ott  is  a  homecomin) 
of  sorts.  He  was  tres 
surer  of  the  hotelie 
from  1982  to  1986 
when  it  built  nearly  10,000  hotel  room 
annually,  then  sold  them  and  took  bad 
management  contracts.  The  strategy 
which  Bollenbach  helped  to  formulate 
worked  wonders  for  the  corporation  un 
til  1986,  when  the  hotel  buyers  lost  thei 
tax  advantage. 

Although  the  tax-law  change  saddlec 
Marriott  with  unwanted  properties 
Chief  Executive  J.  Willard  Marriott  Jr 
doesn't  blame  Bollenbach.  He  was  mort 
than  willing  to  take  his  former  as 
sociate  back  this  year  when  a  go-be 
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*A.  Let^get  down  to  business.  24  hours.  That's  all  we  get.  And  still  for  some,  it'sjust  not  enough.  Now  of  course,  we 
3TE  don't  presume  to  tell  you  how  to  spend  your  time.  Just  how  to  siive  it.  The  way  we  see  it.  the  phone  is  the  shortest 
tance  between  a  problem  and  a  solution.  Unlike  a  memo  or  business  letter,  it  allows  you  to  deal  with  problems 
mediately.  And  get  results  immediately.  Compared  to  a  personal  sales  call,  it  not  only  can  save  you  a  bundle  of 
le,  but  a  bundle  of  that  other  precious  commodity.  It  lets  you  sell  faster.  Distribute  faster.  Collect  money  faster.  Go  to 
ich  taster.  See  your  front  door  faster.  Need  we  go  on?  ^^^^^^^^J  Because  after  all,  it's  about  time.  Isn't  it? 


SB 

THE  POWER  IS  ON 


tween  inciuired  on  Bollenbach's  behalf. 

Straightening  out  Marriott's  finances 
will  take  patience.  No  big  loans  come 
due  until  1995,  but  Marriott's  annual 
debt  service,  while  not  bad  by  current 
standards,  is  a  worrisome  $245  million. 
That's  more  than  a  third  of  the  compa- 
ny's $700  million  annual  cash  flow. 

Don't  expect  quick  asset  sales.  The 
glut  of  rooms  is  so  great,  says  one  hotel 


executive,  that  Bollenbach  will  be  lucky 
to  start  selling  inventory  by  the  end  of 
1993.  But  Bollenbach  may  have  some- 
thing up  his  sleeve.  "He  brings  a  new 
level  of  creativity  to  the  financial  side  of 
our  business,"  says  Marriott.  "He  may 
put  us  in  a  position  to  access  additional 
sources  of  capital  that  we  may  not  have 
been  privy  to  before." 

Bollenbach  says  he  would  "like  to 


spend  the  rest  of  my  career"  at  the  hoti 
company.  But  not  as  successor  to  Man 
ott,  60.  "Flattering,  but  not  in  tH 
cards,"  he  avers.  "I'm  really  just  intej 
ested  in  doing  the  job  I  have,  which  j 
CFO."  But  with  his  track  record,  a  to 
post  somewhere  wouldn't  surprise  th^ 
crowd  at  the  Creditors'  Ball. 

By  Joseph  Weber  in  Philadelphia,  ivit 
Dean  Fount  in  Washi nc/ton 


SPORTS  BUSINESS! 


AH,  ALBERTVILLE: 

A  SWEET  SURPRISE  FOR  CBS 


The  winter  games  are  drawing  unexpectedly  high  ratings,  if  not  profits 


Sipping  wine  and  mineral  water  and 
schmoozing  with  sponsors  under 
tents  in  snowy  Albertville,  France, 
CBS  executives  are  loving  the  1992  Olym- 
pic Winter  Games.  But  a  couple  of 
weeks  ago,  the  folks  at  Black  Rock 
weren't  feeling  so  festive. 

CBS  spent  a  pile  of  money  to  buy  the 
rights  to  the  winter  games,  then  ran  into 
trouble  selling  commercial  time  at  full 
prices.  Advertisers  were  concerned  be- 
cause other  big  ('BS  sporting  events,  the 
Super  Bowl  and  the  late-March  college 
basketball  championship,  are  already 
stretching  their  resources.  Moreover, 
since  France  is  six  hours  ahead  of  East- 
ern Standard  Time,  American  viewers 
could  learn  results  of  the  events  be- 
fore they  sit  down  to  watch  them. 
"We  were  dubious,"  says  John  H.  Ben- 
nett, senior  vice-president  for  events 
marketing  at  Visa  USA,  an  Olympic 
sponsor. 

But  now.  Visa  and  the  net- 
work's other  advertisers  are 
believers.  Ratings  for  the 
first  four  nights  have  run 
higher  than  most  people  ex- 
pected— CBS  scored  an  aver- 
age li).7  in  ratings  and  30  in 
audience  share  through  Feb. 
12,  far  above  the  17  rating  it 
guaranteed  advertisers.  (One 
rating  point  equals  431,151 
hou.sehoids.  Audience  share  is 
the  ijercentage  of  households 
whose  televisions  are  tuned 
into  a  show.)  "There's  not 
even  iv:ii  story  of  some 
American  r- .ruing  out  of  no- 
where doing  something  magi- 
cal, and  CliS  is  still  doing 
great  numbers  '  says  Paul 
Schulman,  a  media  buyer  who 
bought  time  for  Ralston  Pur- 
'na  .MCM,  and  itt.  Only  gold 
med^l   speed  skater  Bonnie 


Blair  "has  done  what  she  was  supposed 
to  do.  If  they  had  a  great  story,  they 
could  really  milk  it." 

Naturally,  CBS  is  elated.  "This  perfor- 
mance is  significantly  above  our  prelimi- 
nary expectations,"  says  David  F.  Pol- 
track,  senior  vice-president  for  planning 
and  research  at  CBS.  "We  thought  the 
Olympics  had  the  potential  of  being 
strong,  but  it  was  very  hard  to  convince 
Madison  Avenue  of  that." 

Another  New  York  thoroughfare. 
Wall  Street,  may  still  have  its  doubts. 
CBS,  which  last  year  lost  $86  million  af- 
ter taxes,  paid  roughly  $243  million  for 
the  Albertville  games.  And  there's  no 
way  the  network  can  make  back  that 
much  by  selling  advertising  time,  reck- 
ons Alan  J.  Gottesman,  a  media  analyst 
at  PaineWebber  Inc.  So  once  again,  CBS 
is  losing  money  on  sports,  just  as  it  has 
with  Major  League  Baseball,  the  Nation- 


al Football  League,  and  college  baske 
ball.  Still,  says  Gottesman,  "at  least  c 
has  proven  they  can  pull  it  off." 

Oddly  enough,  viewers  may  be  th 
least  satisfied  spectators.  Certainl 
they've  been  tuning  in,  but  many  hav 
complained  about  the  prime-time  host 
morning-show  regular  Paula  Zahn  an 
sportscaster  Tim  McCarver.  The  tw< 
who  have  never  covered  the  Olympic 
before,  are  shown  elegantly  dressed  an 
engaged  in  stilted  banter  in  a  large  roor 
rather  than  bundled  up  on  the  Frenc 
slopes.  Says  Bradley  Purcell,  31,  a  n 
search  analyst  at  Lazard  Freres  &  Co. 
New  York:  "The  discussions  betwee 
Paula  Zahn  and  Tim  McCarver  are  terr 
bly  contrived."  He's  not  planning  t 
switch  the  television  off  but  says:  "I 
try  to  hit  the  mute  button  faster  whe 
Paula  and  Tim  come  on." 
'IDIE  CHITCHAT.'  Then,  there's  all  th 
filler  on  everything  but  sports.  "I  war 
to  see  the  Olympics,  and  what  do  I  win 
up  watching?  A  lot  of  idle  chitchat 
gripes  Janice  Bulleri,  a  San  Francisc 
office  manager  and  mother  of  three 
Bulleri  tuned  in  to  see  the  spee 
skating.  Instead,  she  says  she  was  sul 
jected  to  "45  seconds  of  skating  followe 
by  four  commercials,  interviews  o 
hometown  people  followed  by  commei 
cials,  and  another  45  second 
of  skating." 

CBS  says  those  beefs  are  ol 
stuff.  "In  the  first  couple 
days,  there  isn't  that  muc 
compelling  footage  becaus 
the  games  have  just  started, 
says  Poltrack.  "You  don' 
have  the  really  excitin 
events  like  medals  and  cert 
monies.  But  as  the  Olympic 
progress,  you'll  see  less  an 
less  features  and  more  an 
more  action." 

If  that's  the  case,  viewer 
will  probably  stay  tuned  fo 
the  remainder  of  the  game.' 
And  if  some  Americans — th 
hockey  team,  for  example-' 
storm  their  way  onto  the  mec 
al  stand,  CBS  could  post  soni 
golden  numbers. 

By  Laura  Zinn  in  New  Yon 
with  Walecia  Konrad  i- 
Albertville  and  bureau  reporti\ 
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ountry  9Vfouse^ity  9Vfouse 


For  mutual  fund  investors,  the  moral  is: 
To  help  expand  your  rewards,  expand  your  horizons. 


here  was 
once  a 
country 
mouse 
Nho  was  comfortable  liv- 
ng  in  a  dark,  warm 
Darn.  He  was  content 
vith  simple  fare— a  stalk 
Df  wfieat,  an  ear  of  corn. 

There  was  also  a  city 
nouse.  His  quest  for 
eward  led  him  to  exotic 
ocales  where  he  found  a 
veritable  feast. 

Therein  lies  a  tale  for  mutual  fund  investors 
fvho  wish  to  take  advantage  of  the  opportunities 

the  wider  wodd 


Merrill  Lynch  Global  Allocation  Fund 

Class  B- $1,411 


inmted  at  inception  lor  eacli  class. 


iverage  annual  total  returns  since  inception 
'2/89)  and  I  year  period  ended  9/30/91  are 
^2.11%  and  23.39%  for  Class  A  shares  and  13.23% 
md  26.62%  for  Class  B. 


offers. 

Your  passport  to 
global  opportunities 

A  call  to  your 
Merrill  Lynch 
Financial  Consultant 
can  help  you  on 
your  way. 
We 


markets  emerge  all  over 

Take  the  Merrill 
Lynch  Global  Allocation 
Fund  for  example.  With 
this  Fund,  investors  can 
take  advantage  of  two 
investment  strategies- 
asset  allocation  and 
global  flexibility.  The 
Fund  seeks  high  total 
return  through  a  mix  of 
equity,  debt  and  money 
market  securities. 
What  routers  right  for  you? 
We  can  help  you  assess  your  financial  goals  and 
assist  you  in  selecting  the  global  and  international 
mutual  funds  to  meet  your  needs. 

Call  1 '800-637-7455,  ext.  2722 

For  a  copy  of  "The  Investor's  Guide  to  Mutual  Funds"  and  a  brochure 
and  prospectus  on  the  Merrill  Lynch  Global  Allocation  Fund,  Inc.  call 
or  send  tfie  coupon  to:  Merrill  Lynch  Response  Center,  RO.  Box  30200, 
New  Brunswick,  NJ  08989-0200 


Name.- 


Address:. 


City:_ 


State;. 


Zip . 


)ffer  a  wide  range  of  global  and 
nternational  funds. 

The  economies  they  invest  in 
epresent  growth  potential  as  new 


Home 
Phone:. 


Business 
Phone  


Merrill  Lynch  clients,  please  give  the  name  and 
location  of  your  Financial  Consultant: 


Merrill  Lynch 

A  tradition  of  trust. 


Average  annual  total  returns  reflect  a  maximum  initial  sales  chaise  of  6. 5%  for  Class  A  shares  and  a  maximum  contingent  deferred  sales  charge  of  4%  for  Class  B  shares.  Past  ffi- 
performance  is  not  an  indicutii  m  <  if  future  results  Inuestment  return  and  pnnapal  value  of  the  shares  will  fluctuate  so  that  shares,  when  redeemed,  may  be  worth  more  or  less  than 
their  original  cost.  For  more  complete  infonnation.  including  all  charges  and  expenses  and  the  special  considerations  associated  with  the  risks  of  global  and  international  investing. 
equest  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money.   ©i992MERriu.lynch, pierce. fenner&smithincmembersipc     official  sponsor  of  the  1992  us  olympcteam 
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LET  THEM 
EAT  PROXIES 

Sampling  CEOs'  views  on 
shareholder  democracy  may 
be  akin  to  asking  foxes  about 
henhouse  management,  but  it's 
probably  worth  knowing  what 
the  boss  thinks.  The  National 
Association  of  Corporate  Dir- 
ectors surveyed  653  CEOs  for 
their  views  on  the  hottest  issues 
in  corporate  governance. 
Here's  a  sample  of  what  the 
NACD  learned: 

Shareholders  Percent 
should  have  the  saying 
opportunity  to:  'yes' 

Nominate  board  candidates  72% 

Vole  on  the  tenure  of 

management  20% 

Shareholders  should  be 
allowed  to  vote  on: 

Golden  parachutes  50% 
Director  compensation  20% 
Top  officer  pay  8% 

Would  you  require  a 

board  chairman  separote 

from  the  CEO?  23% 

DHA  NATIONAL  ASSOCIATION  OF  CORPORATt  DIREOORS 


WHAT'S  GOOD  FOR  CM 
IS  GOOD  FOR  US  ALL? 


►  (General  Motors  wants  to 
help  those  who  want  to  help 
GM.  On  Feb.  10,  the  company 
be^an  a  90-day  matching-re- 
bate  program  for  automotive 
sui)i)liers  that  offer  incentives 
to  their  employees  who  buy  a 
new  (;m  vehicle.  For  example, 
if  XYZ  Bumpers  offers  $500  to 
am  ('mi)loyee  who  buys  a  GM 
car.  GM  will  either  pay  XYZ 
$25!!  or  pay  $500  to  the  em- 
ploy fc-e  who  bought  the  car. 
GM  -  I'iaii  covers  all  GM  vehi- 
cles--'nmestic  and  imported. 


m  j  ^  BATH 

►  Call  II  j>on  of  ZapMail.  Five 
years  after  Federal  Express 
took  a  $36ti  ini  iion  charge  to 
close  down  its  money-losing 


facsimile  delivery  system,  the 
Memphis  company  may  be 
close  to  taking  another  big 
bath — this  time  to  stem  losses 
in  Europe.  The  package-deliv- 
ery carrier  conceded  as  much 
on  Feb.  11,  when  in  reaction 
to  a  runup  in  its  stock  price,  it 
disclosed  that  it's  considering 
restructuring  its  international 
business  or  entering  into  a 
joint  venture. 

Analysts  say  FedEx  could 
piggyback  on  the  hub-and- 
spoke  system  being  operated 
in  Europe  by  Australia's  T.\T 
and  several  state-owned  post- 
al systems.  The  pressure  is 
mounting  on  FedEx  to  resolve 
the  issue  soon.  Analyst  James 
Parker  of  Robinson-Hum- 
phrey in  Atlanta  estimates 
that  FedEx's  pretax  interna- 
tional loss  could  total  $80  mil- 
lion in  the  current  quarter. 


MORE  ACTIOH  OH 
THE  OZOHE  LAYER 


►  The  Bush  Administration  is 
showing  fresh  concern  over 
the  ozone  layer.  Less  than  a 
week  after  disclosure  of  new 
evidence  that  the  earth's  pro- 
tective ozone  layer  is  being 
destroyed.  President  Bush 
pushed  up  the  deadline  for 
makers  of  chlorofluorocar- 
bons  (CFCs)  to  stop  producing 
the  ozone-depleting  sub- 
stances. On  Feb.  11,  Bush 
pledged  to  eliminate  CFC  pro- 
duction by  1995,  five  years 
ahead  of  the  date  set  in  a  1987 
international  accord. 


'HI,  I'M  KRISTI.  READ  AHY  GOOD  BOOKS  LATELY: 


We've  heard  of  deceptive  adver- 
tising, but  this  one  takes  the  bis- 
cuit. It  seems  that  some  of  those 
900  numbers  that  promise  raun- 
chy talk  deliver  something  clos- 
er to  tea-party  chitchat. 

Intrepid  researchers  at  Con- 
sumer Action,  a  San  Francisco 
watchdog  group,  have  been  look- 
ing thi'ough  the  back  pages  of 
Hustler,  one  of  the  scuzzier  skin 
magazines,  noting  what  the  ads 

for  the  900  lines  offer  by  way  of  scabrous  conversation.  The: 
they've  called  the  numbers  to  see  what's  actually  said 

There's  quite  a  difference.  One  ad  screams:  "Livel  Live!  Ta' 
live  to  luscious  friendly  ladies."  Call  the  number  given, 
you'll  reach  a  lady — but  she  won't  discuss  sex.  Consume 
Action  found  other  offenses,  but  the  ad  copy  isn't  printable, 

The  group  urges  the  government  to  monitor  the  lines  ar 
enforce  truth-in-advertising  laws.  That's  0.  K.  in  principle,  bi 
should  bureaucrats  be  making  smut  calls  on  taxpayer  time? 


Environmentalists  weren't 
impressed.  "Industry  was  so 
far  ahead  [of  schedule]  that 
the  President  had  no  excuse 
for  inaction,"  says  Daniel 
Becker,  a  Sierra  Club  lawyer. 


BIG  BLUE  GETS 
A  BIG  WORRY 


►  IBM  has  new  reason  to  wor- 
ry: Its  largest  computer  buy- 
er is  snuggling  up  to  MikT. 
General  Motors'  Electronic 
Data  Systems  has  agreed  to 
resell  and  service  the  entire 
product  line  of  NCR,  AT&T's 
computer  unit.  The  agree- 
ment, limited  for  now  to  the 
U.  S..  gives  EDS  access  to  a 


AnawsQCCUjciiattL 


broad  range  of  computers  a 
software,  froin  laptops  to 
new  mainframe  based  on  hu 
dreds    of  microprocesso 
working  in  parallel. 

In  the  past,  EDS  has  us 
mostly  IBM  or  iBM-compatib' 
mainframes  in  the  systems 
has  designed.  But  now 
plans  to  work  alone  and  w 
NCR  in  creating  networks 
computers  that  can  do  aw 
with   traditional  mainfram 
altogether. 


THEGUHS  AIMED  AT 
A  FIGHTER  PLAHE 


►  Cost  overruns  could  jeopa 
dize  a  potentially  huge  Nav 
contract  held  by  McDonne 
Douglas.  Development  of  th 
E/F,  a  new  version  of  McDoi 
nell's  F/A-18  Hornet  fighte 
attack  plane,  could  run 
high  as  $8  billion,  twice  wh; 
the  Navy  had  estimated  ear 
er,  congressional  sources  sa; 
Some  Navy  brass  want 
cancel  or  scale  back  the  carr 
er-based  E/F  because  its  hig 
price  tag  might  imperil  fun' 
ing  for  the  A-X,  an  attacj 
plane  that  would  replace  a; 
ing  Grumman  A-6  iHiinlicn 
The  E/F,  which  is  .schtMiulc 
To  go  into  production  in 
could  generate  up  to  $2  billin 
in  revenues  annually  for  M< 
Donnell  Douglas. 
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What  do  you  get  out  of 
an  incredible  new  low-slung, 
flare-fendered,  wide-tired 
Mercedes-Benz  performance  sedan 
  built  for  a  few  aficionados?  _ 


4(X)K's  llghtwcij!ht  alloy  \'-H  generates  a  heavyweij;ht  2M  hp. 


Acroiivnaitiic  design,  to  grality  the  eve  ami  cheat  the  vvinii. 


For  added  information, 
just  call. 
For  full  information, 


he  3()()H  Sedan  shown  on  the  cover 


-1-  o  t  this  insert  -  3  2  2  -  li  o  r  s  e  p  o  w  e  r 
performance  and  all  -  is  an  engineering 
exercise  in  very  restricted  production, 
built  tor  a  specialized  purpose  and  a 
specialized  sporting  clientele. 

The  somewhat  more  mainstream 
V-8  performance  sedan  it  inspired  - 
the  new  400  E  -  is  now  in  authorized 
Mercedes-Benz  dealer  showrooms, 
awaiting  your  inspection  and  test  drive. 

See  your  authorized  Mercedes-Benz 
dealer  today.  Or  tor  more  intt)rmation 
about  the  400  K,  call  1-800-662-3001, 
toll-tree,  anytime. 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


\ll  lU  I  HI  S  111  \  /  (  II  \  A    l\(   ,  \ll  IN  I  \'AI  I  .  N  I 


Ml  Mill  l<  I  II    I  III   |i  \l\ll  I  K  111  \/  (.Rill  I' 


This  insert  is  printed  on  ZANDERS  Ikonotix  Gloss  Web. 
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flow  A  DEMOCIUTIC  DARK  HORSE 
:OULD  STILL  GET  OUT  OF  THE  GATE 


rhe  Democratic  Party's  nightmare  is  vivid:  Arkansas  Gov- 
ernor Bill  Clinton,  beset  by  scandal,  loses  the  New 
Hampshire  primary  to  former  Senator  Paul  E.  Tsongas 
Massachusetts.  Clinton  fails  to  bounce  back  in  the  heavy 
und  of  March  primaries,  and  Tsonp;as  carries  little  momen- 
m  out  of  New  Enjjland.  With  nearly  half  the  delegates 
eked  (chart),  the  Democrats  see  their  White  House  chances 
,de  as  a  crippled  field  stumbles  toward  the  July  convention. 
To  worried  Democrats,  this  vision  is  beginning  to  look  all 
0  real.  That's  why  the  party  is  buzzing  about  how  a  heavy- 
eight  candidate— House  Majority  Leader 
ichard  A.  Gephardt  of  Missouri  and  Sena- 
r  Lloyd  Bentsen  of  Texas  are  the  current 
vorites — could  jump  in  after  the  Feb.  18 
ew  Hampshire  vote.  "I'm  stunned  to  find 
yself  thinking  it  could  happen,"  says  liber- 
activist  Ann  F.  Lewis.  "The  odds  have 
oved  from  LOOO-to-1  to  10-to-L" 
lOPHOLES.  Potential  candidates  are  demur- 
ig,  at  least  until  after  Granite  State  voters 
nder  their  verdict.  But  that's  not  stopping 
leculation  about  how  to  overcome  the  hur- 
es  that  a  late  entrant  faces.  Pols  are  giving 
e  party's  delegate-selection  rules  a  close 
)ing-over.  Theoretically,  any  candidate  who 
iters  after  Feb.  18  will  find  two-thirds  of 
e  3,516  elected  delegates  already  out  of 
ach.  Filing  deadlines  have  passed  in  such 
g  states  as  Texas,  Florida,  New  York,  and  Illinois.  Activists, 
iwever,  believe  that  where  there's  a  will,  there's  a  way. 
Indeed,  Jonathan  B.  Sallet,  legal  counsel  to  the  Democratic 
irty's  rules  committee,  cites  a  half-dozen  ways  a  late  starter 
n  garner  delegates.  The  most  obvious:  Urge  voters  to  write 
his  name — a  techniciue  that  polls  show  could  pull  20'/  or 
ore  of  the  New  Hampshire  vote  for  New  York  Governor 
ario  M.  Cuomo.  A  candidate  also  could  go  after  uncommitted 
ilegates:  "Uncommitted"  is  on  the  ballot  in  at  least  11  states, 
nd  a  late  starter  could  woo  delegates  pledged  to  candidates 


LITTLE  TIME 
FOR  LATE  ENTRANTS 
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DATA:  DEMOCRATIC  NATIONAL  COMMIHEE 


who  have  dropped  out.  In  addition,  nearly  207'  of  delegates 
will  be  unpledged  elected  officials  and  party  leaders. 

The  rules  also  contain  a  "vote  your  conscience"  loophole 
that  could  help  get  a  new  campaign  going.  Delegates  are 
urged  to  honor  their  pledges  on  the  first  ballot — unless  con- 
science dictates  otherwise.  Says  Lewis:  "The  rules  should  give 
way  if  they  collide  with  the  will  of  the  electorate." 

Even  if  a  national  figure  does  emerge  to  displace  the  cur- 
rent crop  of  regional  candidates,  however,  the  costs  to  the 
Democrats  could  be  high.  The  efforts  of  party  leaders  to 
anoint  a  late-starting  nominee  would  be  sure 
to  raise  charges  of  a  back-room  deal.  Conflict 
between  party  regulars  and  reformers,  who 
have  been  fighting  for  25  years  to  reduce 
party  officials'  control  over  the  nominating 
process,  could  produce  an  ugly  convention. 
And  the  turmoil  would  expose  deep  rifts  in 
the  party  that  have  been  obscured  by  George 
Bush's  weakness. 

RUSH  JOB.  As  if  that's  not  daunting  enough. 
Democrats  still  have  to  pick  Mr.  Right  from 
a  short  list.  The  late  entrant  would  have  to 
create  organizations  in  a  dozen  states  and  a 
national  fund-raising  network  overnight.  "It 
almost  recjuires  that  it  be  someone  who  has 
run  for  President  before,"  says  Carter  White 
House  aide  Stuart  E.  Eizenstat. 
Both  Gephardt  and  Bentsen  gained  nation- 
al experience  in  1988,  Gephardt  as  a  Presidential  contender 
and  Bentsen  as  the  Vice-Presidential  candidate.  Both  have 
disavowed  interest,  but,  conveniently,  both  are  now  in  the 
spotlight  as  Congress  works  over  Bush's  economic  proposals. 
"If  Clinton  doesn't  win  New  Hampshire,  I  don't  see  anyone  in 
the  field  who  can  beat  Bush,"  says  a  Democratic  operative. 
"The  pressure  on  Gephardt  and  Bentsen  would  be  enormous." 
And  so  will  the  risks  for  a  party  that  sees  a  tempting  chance 
to  topple  Bush — but  has  few  contenders  up  to  the  job. 

Bfi  Paula  Dwijcr  with  Douglas  Harbrcc/if 


liPITAL  WRAPUPI 


:OMPETITIVENESS 


quiet  shake-up  is  under  way  at 
Vice-President  Dan  Quayle's 
jouncil  on  Competitiveness.  Allan  B. 
Jubbard,  who  has  been  criticized  for 
dleged  conflicts  of  interest  on  regula- 
.ory  issues,  has  relincjuished  his  post 
is  executive  director.  David  M.  Mcln- 
osh,  Hubbard's  deputy,  moves  into  the 
op  job.  Hubbard  will  stay  on  as 
Quayle's  deputy  chief  of  staff  but  will 
"ocus  on  coordinating  the  Vice-Presi- 
lent's  reelection  effort.  Quayle  aides 
)romise  that  the  shuffle,  which  is  part 
)f  a  restructuring  of  council  opera- 
ions,  will  mean  more  openness.  The 
council  has  drawn  fire  from  congres- 


sional Democrats,  environmentalists, 
and  others  for  reviewing  key  decisions 
of  regulatory  agencies  in  secret.  But 
expect  no  change  in  the  council's  mis- 
sion: reining  in  regulatory  costs  to 
business. 

EXECUTIVE  PAY  

The  Bush  Administration  might 
move  to  allow  shareholders  more 
say  in  influencing  how  much  corporate 
executives  are  paid.  The  White  House 
is  still  against  giving  stockholders  a 
voice  in  setting  actual  salaries.  But  it 
might  back  moves  to  ease  current 
rules:  They  prohibit  most  shareholder 
resolutions  that  seek  to  influence  exec- 
utive pay  policies. 


THE  SENATE 


Family  gatherings  may  get  a  bit 
tense  at  the  home  of  Senator  How- 
ard Metzenbaum  (D-Ohio).  Joel  Hyatt, 
the  41-year-old  co-founder  of  J.  D.  Hy- 
att Legal  Services — and  the  senator's 
son-in-law — is  mulling  a  run  for  the 
seat  in  1994.  He  says  he  would  be  more 
moderate  than  his  liberal  father-in-law. 
Trouble  is,  Metzenbaum,  74,  may  seek 
a  fourth  term.  "He  hasn't  made  up  his 
mind  yet,"  says  a  spokesman.  Hyatt  is 
a  political  neophyte,  but  he  is  media 
savvy,  and  he  stars  in  ads  for  his  chain 
of  storefront  law  offices — including 
one  crediting  Abraham  Lincoln  with 
the  concept  of  low-cost  legal  aid. 


HINGTON  OUTLOOK 


BUSINESS  WEEK/FEBRUARY  24,  1992  43 


It's  time  for  a  change  to  Gallo. 

This  roast  lamb  with  fresh  raspberries  deserves  the 
richness  of  our  1985  Cabernet  Sauvignon.  Its  complex, 
oak-aged  flavor  makes  it  a  perfect  complement. 
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MEXICO  I 


BUSH  BULLS  AHEAD  OH 
FREE  TRADE  WITH  MEXICO 

But  public  worry  over  loss  of  American  jobs  could  mean  tough  opposition  in  Congress 


It's  a  gambit  few  thought 
George  Bush  would  try  in  the 
heat  of  a  Presidential  cam- 
paign. He's  already  wading 
through  an  economic  quagmire, 
and  Democrats  are  taking  pot- 
shots at  his  trade  policies  with  Ja- 
pan and  Europe.  Undaunted,  he 
plans  to  send  Capitol  Hill  a  contro- 
versial free-ti-ade  pact  linking  the 
U.  S.  to  Mexico  and  Canada.  De- 
clares U.  S.  Trade  Representative 
Carla  A.  Hills:  "Politics  is  not  a 
cause  for  delay  or  derailment." 

Bush  is  gambling  that  free 
trade's  promise  for  exports  and 
growth  will  win  out  over  wide- 
spread doubts.  The  political  pay- 
off: a  "yes"  vote  by  the  Democrat- 
ic-controlled Congress  would  hand 
the  President  a  major  election-eve 
victory.  But  Bush  is  running  a  big 
risk.  Democrats  have  warned  that 
opening  the  border  in  an  election 
year  may  trigger  a  bitter  battle 
over  job  losses  to  low-wage,  pollut- 
ing industries  in  Mexico. 

The  crunch  starts  on  Feb.  17  in 
Dallas,  where  400  negotiators 
from  the  U.  S.,  Canada,  and  Mexi- 
co will  convene  for  a  marathon 
bargaining  session  to  complete  a 
draft  North  American  Free  Trade 
Agreement  (N.-^FTA). 

They'll  be  wrestling  with  such 
thorny  issues  as  local-content  reg- 
u  hit  ions,  a  phaseout  of  tariffs  on 
(  verylliing  froni  avocados  to  pet- 
rochemicals, and  methods  to  re- 

»lve  future  trade  spats  (table). 
r'  ;3ENCY.  A  provisional  i)act  could  reach 
'  ._'ress  by  April.  For  it  to  fly,  it  will 
(  ••  :  'l>ly  have  to  make  concessions  to 
Cm  -ional  opponents  on  issues  such 
as  1  irds  for  farmers  and  vulnera- 

'le  11.  ,  s  such  as  glass  and  textiles, 
nd  t:  ■  wicans'  hunger  for  a  deal 
cans  li--  ■  >re  likely  to  yield  to  key 
S.  derii. such  as  raising  hurdles 
;•  investoi-o  "ai  .ide  North  America. 
■)ne  reason  f.  r  the  urgency  is  the 
:i;  paralysis  in  ..he  five-year  effort  to 
er  global  trade  barriers  under  the 


THE  CONFLICTS  IN  THE  TRADE  TALKS 


Issin 


wit  (it  the  parties  ivuut 


TRANSITION  Americans  want  to  cut  tariffs  to  zero  over  10  to  15  years;  Mexicans  want  to  go 
PERIOD  faster  in  most  cases 


RULES  OF 
ORIGIN 


The  U.S.  wants  60%  to  70%  North  American  content  in  autos;  Mexico  and 
Canada  aim  for  50% 


BANKING 


AGRICULTURE 


OIL 


U.S. -owned  banks  want  equal  treatment  in  Mexico;  Mexico  wants  time  for  pri- 
vatization to  take  hold 

California  avocado  growers  to  Louisiana  sugar  kings  want  long  phase-in  peri- 
ods; Mexico  wonts  quick  access  to  the  U.S.,  but  protection  for  its  corn  farmers 

U.S.  and  Canada  wont  freer  investment  in  petrochemicals,  an  end  to  Mexican 
gas  and  electricity  subsidies.  Mexican  law  bars  a  foreign  role  in  oil  production 


General  Agreement  on  Tariffs  &  Trade 
(GATT).  That  could  leave  NAFTA  as  Bush's 
only  major  initiative  in  international  eco- 
nomic policy.  Moreover,  "regardless  of 
how  GATT  goes,  ultimately  it's  a  good 
idea  to  have  a  nafta,"  says  Joseph  T. 
Gorman,  chairman  of  automotive  and 
aerospace  manufacturer  TRW  Inc. 

Although  the  political  timing  is  chancy 
in  the  U.  S.,  it  can  only  get  worse  in 
Mexico  and  Canada.  Mexican  President 
Carlos  Salinas  de  Gortari,  a  free-trade 
advocate,  can't  run  for  reelection  when 
his  term  expires  in  1994.  And  Canadian 


Prime  Minister  Brian  Mulroney,  whos* 
approval  rating  has  fallen  below  207< 
faces  the  voters  next  year  at  a  timpi 
when  opposition  to  free  trade  is  rising, 
Within  the  Administration,  free  trad 
is  an  article  of  faith.  Robert  A.  Mos 
bacher,  who  chairs  Bush's  reelection  el 
fort,  and  Secretary  of  State  James 
Baker  HI,  insist  that  NAFTA  is  crucial  t'dt 
maintaining  the  U.  S.  export  boom.  Th 
two  Texans  like  to  point  out  that  fre^} 
trade  with  Mexico  is  popular  along  th'^ 
border,  especially  among  Hispanics 
vote-rich  California  and  Texas. 


'■J 
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iul  some  recent  Administnitioii  ac- 
is  have  won  few  converts  on  the  Hill, 
spite  promises  to  ease  the  strains 
ised  by  opening  the  borders,  Bush's 
i8  budfjet  would  even  delete  funding' 

existing  trade-adjustment  assistance 
igi'ams.  These  are  designed  to  help 
rkers  whose  jobs  are  wiped  out  by 
)orts.  "Even  the  Administration  has 
realize  that's  not  going  to  wash," 
's  Mark  Anderson,  a  lobbyist  for  the 
.^CIO,  which  opposes  the  accord. 
■Jor  did  news  from  Mexico  reassure 
S.  labor.  On  Jan.  31,  Salinas'  police 
ested  a  Matarr.oros  union  leader  after 
led  a  successful  strike  by  workers  in 
na(jnilodora,  or  border  plant. 
J.  S.  corporate  enthusiasm  for  the  ac- 
d  is  strong,  however,  and  the  White 
use  is  counting  on  the  business  lobby 
push  a  bill  through.  Mexico  is  becom- 

"the  most  important  investment  site 
ihe  world"  for  small  and  medium-size 
3.  businesses,  says  Willard  A.  Work- 
n,  director  for  international  policy  at 

U.  S.  Chamber  of  Commerce. 
JRTH  NEGOTIATOR.  Yet  others  are 
rried  that  Japanese  companies  will 
ve  faster  to  take  advantage  of  the 
;ning.  "I  would  not  want  Mexico  to 
■ome  a  launching  pad  for  more  Japa- 
;e  production,"  warns  Robert  A.  Lutz, 
'sident  of  Chrysler  Corp.  To  avoid 
,t,  U.  S.  carmakers  want  a  stiff  local- 
itent  requirement:  To  qualify  for 
;y-free  status,  Q07'  to  709^  of  the  value 
led  to  each  car  would  have  to  be 
rth  American  parts  or  labor.  "It 
jht  to  be  high  enough  so  that  you  get 

guts  of  the  automobile — at  least  the 
linwork — performed  in  North  Ameri- 
TRW's  Gorman  says.  But  to  lure 
eign  investment,  Mexicans  want  the 
itent  requirements  kept  to  the  507' 
el  adopted  in  the  1988  U.  S.-Canada 
;e  Trade  Agreement, 
n  effect,  Japan  has  become  the 
irth  party  at  the  negotiating  table, 
arly  all  U.  S.-made  laptop  computers 
V  incorporate  Japanese  flat-panel  dis- 
ys.  As  a  result,  U.  S.  computer  mak- 

oppose  an  Administration  proposal 
it  laptops  must  include  screens  made 
North  America  to  qualify  for  duty- 
e  status.  Tying  origin  requirements 
a  single  component  "sets  an  outra- 
)us  precedent,"  complains  William  Fa- 
,  Apple  Computer  Inc.'s  manager  for 
ernational  government  affairs. 
Congressional  Democrats  are  still 
optical  that  negotiations  will  produce  a 
^t  they  can  live  with.  If  Bush's  all-or- 
:hing  push  is  rebuffed  by  Congress, 
'  result  could  be  a  setback  to  free 
de  that  lasts  long  after  the  election 
bbub  has  died  down. 
3y  Paul  Magnusson  in  Washington,  with 
ry  Farquharson  in  Mexico  City,  Zachary 
>iller  in  Cleveland,  and  Dai'id  Woodruff 
Dallas 


Coninient;iry/by  John  Templeman  and  Bill  Javetski 

HAS  QUAYLE'S  GAFFE  GOTTEN  THE  GATT 
TALKS  GOING? 


George  Bush  spent  days  back- 
pedalling from  what  seemed  to 
be  yet  another  Dan  Quayle 
gaffe.  At  a  Feb.  9  defense  conference 
in  Munich,  the  Vice-President  made  re- 
marks that  were  interpreted  to  threat- 
en a  U.  S.  pullout  from  NATO  if  Europe 
maintains  its  farm  subsidies  and  torpe- 
does a  world  trade  deal.  That  touched 
off  a  tempest  from  Potsdam  to  Paris. 

Whatever  he  said,  Quayle  actually 
may  have  done  transatlantic  relations  a 
service.  By  highlighting  the  importance 
of  a  world  trade  agreement,  Quayle 
has  underlined  what  should  be  the  key 
U.  S.  strategic  goal  in 
the  post-cold-war 
world — working  out  a 
new  economic  and  po- 
litical arrangement  in 
which  Europe  pays 
more  for  its  security. 
However  clumsily,  he 
was  also  sounding  a 
warning  of  what 
could  be  a  very  dam- 
aging backlash  in  the 
U.  S.  should  the  trade 
talks  fail. 

The  outcome  of  the 
current  General 
Agreement  on  Tariffs 
&  Trade  round,  set 
for  April,  could  deter- 
mine whether  the 
U.  S.,  Europe,  and 
Asia  move  toward  a 
freer  trade  regime  or 
lurch  toward  protec- 
tionist trade  blocs.  That,  in  turn,  will 
help  define  where  the  U.  S.  fits  in  a 
Europe  no  longer  threatened  by  the 
Warsaw  Pact.  To  a  large  extent.  West- 
ern Europe's  future  security  won't  de- 
pend on  troop  levels  but  on  the  ability 
of  fledgling  democracies  in  Eastern 
Europe  and  the  former  Soviet  Union  to 
trade  their  way  out  of  decades  of  Com- 
munist stagnation. 

STODGY  BUREAUCRATS.  Names  such  as 
GATT  and  NATO  are  normally  not  front- 
burner  issues  in  U.  S.  Presidential 
races.  But  with  Washington  facing  a 
$400  billion  budget  deficit  and  the  econ- 
omy in  recession,  a  failed  GATT  round 
would  reinforce  the  arguments  of  Pres- 
idential hopefuls  Patrick  J.  Buchanan 
and  Tom  Harkin  that  international  co- 
operation is  costly  and  doesn't  work. 
As  Senator  William  S.  Cohen  (R-Me.) 
put  it  at  the  Munich  conference,  the 


prevailing  view  in  America  is  that 
NATO  is  "no  longer  necessary,  relevant, 
or  affordable." 

That's  why  the  furor  that  Quayle 
sparked  in  Europe  may  prove  helpful. 
It  should  intensify  efforts  at  higher 
levels  to  bring  a  conclusion  to  the  GATT 
round,  which  has  languished  for  more 
than  five  years.  German  Economics 
Minister  Jiirgen  Mollemann  has  called 
for  a  summit  of  the  leaders  of 
the  Group  of  Seven  industrial  nations 
to  address  GATP  issues.  That  effort 
would  push  a  deal  beyond  stodgy  GATT 
bureaucrats. 

None  of  this  will 
come  without  pain. 
President  Bush  ex- 
pects German  Chan- 
cellor Helmut  Kohl  to 
pressure  France  to 
bend  on  GATT.  But 
French  President 
Francois  Mitterrand's 
Socialist  government 
is  near  collapse.  Mit- 
terrand is  in  no  posi- 
tion to  further  anger 
farmers  who  enjoy 
the  bloated  subsidies 
Washington  wants  to 
end.  And  German 
farm  incomes 
slumped  16/v  last 
year.  Beating  up  on 
France  could  drive  a 
wedge  between 
France  and  Germany, 
the  two  countries  in 
charge  of  unifying  Europe. 

So,  Bush's  strategy  could  backfire. 
If  Kohl  can't  turn  the  French  around 
on  GATT  and  Bush  hangs  tough,  U.  S. 
influence  on  the  Continent  could  take  a 
nosedive.  The  French  have  been  bent 
on  limiting  Washington's  role  in  Eu- 
rope's affairs  for  years.  They  recently 
tried  to  enlist  German  support  for  a 
European  defense  force  independent  of 


the  U.  S.  Should  that  happen. 


S. 


slide  into  isolationism  could  become  un- 
stoppable. 

All  of  this  gives  heft  to  Quayle's 
important  warning:  Something  has  to 
be  done  about  GATT.  Now.  The  way  to 
start  is  to  hold  the  G-7  meeting  soon  ',o 
defuse  the  GATT  confrontation.  Maybe 
then  the  U.  S.  and  Europe  will  start 
addressing  the  pivotal  questions  about 
the  post-cold-war  world  that  so  far 
thev  have  avoided. 


NiATIONAL  BUSINESS 


BUSINESS  WEEK/FEBRUARY  24,  1992  47 


Everyone  agrees  they 

No  one's  debating  whether  open  systems  a 
a  good  idea,  but  you'll  hear  plenty  of  discussior 
about  what  open  systems  are. 

Some  insist,  for  example,  that  an  open  sys 
tern  is  a  UNIX"  system.  But  to  others  its  whatev 
it  takes  to  get  their  different  operating  systems, 
networking  protocols  and  databases  working  a; 
one,  and  the  sooner  the  better. 

That's  why  IBM  views  open  systems  so  ope 
To  us,  they  begin  less  with  particular  technolog 
and  more  with  the  needs  of  your  business. 

The  real  goal  is  to  liberate  information  th; 
trapped  around  your  company,  so  more  of  your 
people  can  use  it  more  easily,  and  to  open  comi 


[)d,  but  not  everyone  agrees  how  to  get  there. 


ations  with  customers  and  suppliers,  who  no 
ibt  planned  their  systems  without  thinking 
lut  vours. 

And  of  course,  you  need  to  accomplish  all 
;  without  scrapping  your  existing  multivendor 
3stments. 

So  the  paths  to  open  systems  will  vary,  but 
re's  one  thing  that  won't — consistent  industry 
idards.  IBM  is  fully  committed  to  open  sys- 
is,  so  we're  equally  fervent  about  standards. 

We're  active  on  over  1,200  standards 
iatives.  We're  a  sponsor  of  OSF,"  a  member 
C/OPEN,™  and  we  support  ISO^  ANSI  "  and 
ilE™  to  name  a  few.  And  when  a  new  standard 


holds  promise,  we  support  its  development. 

What's  more,  we  offer  AIX™  for  UNIX 
users  and  we  are  improving  our  SAA™  and  AIX 
systems  to  work  more  openly  with  each  other  and 
your  non-IBM  systems.  So  as  you  move  to  open 
systems,  your  investments  will  be  protected.  We 
can  also  help  you  open  your  system  w  ith  consult- 
ing services  and  technical  support. 

At  IBM,  we  now  measure  cvervthing  we 
do — from  the  desktop  on  up — against  a  yardstick 
of  openness.  It's  what  we  have  to  do  because  it's 
what  you  want  to  do.  To  get        z:s  """^  sii 
more  information,  call  us  at       —   ^Z.  "SZS^ 
1  800  IBM-CALL.  =:====T=: 


Dwmg  are  trademai  ks  ot  Unix  Systems  Laboratories,  Inc  ,  Open  Software  Foundation,  Inc  ,  X/OPEN  Company,  Ltd ,  The  International  Organization  tor  Standardization,  American  National  Standards  Institute,  Inc 


A  CHAEBOL  PLAYS  HARDBALL 
WITH  ROH  TAE  WOO  

By  entering  politics.  H\Tmdai's  foiuider  may  hasten  its  breakup 


In  his  TS  years.  Chung  Ju-Yung  has 
ruled  with  an  iron  hand  and  an  iron 
will.  And  he's  not  about  to  stop  now. 
On  Jan.  1.  the  founder  of  the  S50  billion 
H>-undai  Group,  the  sprawling  empire 
that  makes  ever\"thing  from  chips  to 
ships,  stepped  down  from  the  helm  to 
enter  politics.  Now.  he's  launching  a  di- 
rect assault  on  the  government  of  South 
Korean  President  Roh  Tae  Woo.  whom 
he  accuses  of  ruining  the  economy. 

For  Chung,  the  stakes  couldn't  be 
higher.  If  his  new  political  partj"  is  suc- 
cessful. Chung  could  make  big  trouble 
for  Roh.  But  if  he  fails,  it  could  hasten  a 
lireakup  of  the  powerful  house  of  HjTin- 
liai  (table).  Even  now,  the  battle  is  exact- 
ing a  heavy  toll  on  the  group.  To  take 
the  steam  out  of  Chung's  political  cam- 
paign, the  Roh  government  is  threaten- 
ing to  cut  off  H>'undai's  access  to  fi- 
nancing and  lucrative  state  contracts, 
;-.'-cording  to  industn"  sources. 
'COLLUSION.'  A  faceoff  between  the  gov- 
er'  ]:  •  iit  and  Korea's  conglomerates,  or 
ckui  '■  '  s  nothing  new.  For  years. 
SeoulV  •  ticians  have  been  cracking 
downi  on  tni-e  c mglomerates.  The  gov- 
'  -nment  has  tightened  ujj  on  credit  as  a 
V  to  force  them  to  snvamline  and  he- 
'  more  globally  competitive.  Even 
i-  '  d's  top  brass  agi-ee  that  it's  time 
to  I  'ts  various  units  independent  of 
me  ••.  "The  trend  is  toward  lean 

uana^  and  higher  producti\ity." 


-ung  : 
ther  ; 
s  \'ESS  V\'t 


the  founder's  younger 
"vundai  chairman,  told 


n  so,  tt. 
-Hits,  partis 
■imLr  has  brok- . 


are  reaching  new 
ly  with  Hyundai. 
:.e  unwritten  rule  in 


Korean  business  by  being  a  political  oi> 
ponent  of  the  government."  says  an  ex- 
ecutive of  rival  Samsung  Group. 

Chung  and  the  government  have  been 
sparring  for  years.  A  political  maverick 
with  dreams  of  seeing  a  unified  Korea  in 
his  lifetime.  Chung  irritated  the  govern- 
ment in  1990  when  he  became  the  fu-st 
South  Korean  businessman  to  \isit  the 
North.  Then,  on  Oct.  26.  the  government 
singled  out  Hyundai  for  tax  evasion  and 
slapped  the  company  with  .$181.5  million 
in  t)ack  taxes  and  penalties.  "I'm  no  tax 
evader,"  says  Chung,  who  has  paid  the 
taxes,  but  also  appealed. 

The  latest  round  of  fireworks  was  set 
off  after  Chung  launched  his  Unification 
People's  Pam"  on  Feb.  8.  It  will  face  off 
with  Roh's  i-uling  Demo- 
cratic Liberal  Partj"  in 
the  National  Assembly 
elections  in  March. 
Chung  says  he  wants  to 
put  an  end  to  the  "'collu- 
sion" that  exists  between 
the  chaebol  and  the  poli- 
ticians. To  drum  the  point 
home.  Chung  leaked  de- 
tails of  milhons  in  pay- 
ments he  made  to  top  Ko- 
rean politicians,  including 
Roh's  government.  Roh 
admitted  receiving  the 
money,  but  said  he  spent 
it  on  the  "needy." 

To  prevent  Chung 
from  raising  political 
funds  by  selling  Hyundai 
stock.  Roh's  men  are 
turning  up  the  heat.  Ac- 
cording  to    Yum  Kil- 
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Chung,  a  senior  analyst  with  Kore; 
First  Securities  Co..  the  government  i^ 
urging  institutional  investors  not  to  bu; 
into  H}-undai.  "If  this  pressure  contin 
ues,  Hj-undai's  shares  could  crash  as  th< 
company  will  be  forced  to  sell  more  t 
raise  funds."  Yum  says.  Rumors  are  rif 
that  banks  are  refusing  to  make  loans  t 
H\-undai.  Chung  SeYung  denies  an; 
such  pressure.  Analysts  also  say  Eyai 
dai  was  denied  permission  by  the  gov 
ernment  to  issue  bonds. 
FAMILY  FEUD?  The  fallout  with  the  gov 
ernment  could  hurt  Hjundai  sales.  'T 
Korea,  the  government  is  still  the  big 
gest  contractor,  and  a  strong  relation 
ship  with  the  govenimenl  is  imperativ 
to  win  the  contracts,"  says  Kim.  Mahn 
Je,  former  deputj-  prime  minister.  Add 
Suh  Sang-Mok.  a  ruling  part\-  membe 
of  the  National  Assembly:  "H\tmdai  go 
a  lot  of  goodies  from  the  government  i 
the  past.  But  such  a  practice  is  unlike! 
to  continue.  "  The  first  test  will  com 
soon,  when  the  government  awards  con 
tracts  for  an  S8  billion  high-speed  rai 
way  and  .§1.25  billion  for  tankers. 

Chung's  entry  into  politics  has  lef 
HjTindai  with  no  clear  leader.  Chung  Se 
Yung.  64.  now  heads  the  group.  Four  o 
Chung's  sons  are  also  in  management 
but  H\-undai  sources  say  jockejing  fo 
power  could  create  a  family  feud.  Par 
of  the  problem  is  that  the  elder  Chunj 
never  built  up  a  stable  of  professions 
managers.  These  days,  even  Chung  S( 
Yung  hints  that  a  big  shakeup  is  imm 
nent.  "I'll  be  the  last  chairman  of  th 
H\"undai  Group,'"  he  says. 

A  lot  hinges  on  the  outcome  of  th 
election.  If  the  elder  Chung's  partj'  fail 
to  win  at  least  20  seats  of  237,  the  min 
mum  needed  to  function  effectively  i 
the  National  Assembly.  Hyundai's  foi 
tunes  could  sink.  And  if  Roh  gains 
cleai-  majority",  the  government  coul 
wTeak  havoc  on  the  Chungs'  persons 
fortunes.  In  the  worst 
case  scenario.  Roh  coul 
order  state-owned  bank 
such  as  Korea  Exchang 
Bank  and  Korea  Develop 
ment  Bank  to  call  ii 
Hyundai  loans.  Tha 
would  prompt  lenders  o 
short-term  funds  to  cai 
in  their  debt,  forcing  th 
Chungs  either  to  give  u; 
their  control  or  go  bust 
Other  chaebol  ar 
watching  to  see  hov 
much  power  the  goverr 
ment  can  wrest  from  th^ 
Chung  family.  WTiateve 
the  outcome,  Korea's  coi 
porate  titans  shoul( 
brace  for  even  rockie 
times  ahead. 

By  Lor  mi  Xakarmi  li 
Seoul 
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International  Outloo 


EDITED  BY  PETER  GALUSZKA 


AS  LE  PEN  GROWS  MIGHTIER, 
FRENCH  SOCIALISTS  ARE  STUMBLING 


It's  taken  for  granted  in  France  that  the  Sociahsts  are  in  for 
a  drubbing  in  local  elections  next  month.  But  the  drubbing 
could  become  a  rout,  and  the  fallout  could  spread  far 
)eyond  the  regional  posts  at  stake.  Each  day,  the  government 
if  Prime  Minister  Edith  Cresson  seems  nearer  doom.  An  elec- 
oral  disaster  could  even  oust  President  Francois  Mitterrand 
ong  before  his  term  ends  in  1995.  Predicts  the  CEO  of  a  top 
i'rench  company:  "Mitterrand  is  finished — he  can't  hang  on." 

In  the  Mar.  22  elections,  the  most  crucial  sign  of  disaffection 
vill  be  the  score  of  the  neofascist  National  Front  of  Jean- 
darie  Le  Pen.  Until  now  a  splinter  group  for  France's  perpetu- 
illy  disenchanted,  backed  by  10'/  to  12''?  of  the  electorate,  the 
rent  may  win  a  fat  207'  this  time, 
lome  polls  indicate.  That  could  top 
he  Socialists'  showing.  Le  Pen  is 
ixploiting  growing  working-class 
esentment  of  Algerian  imnii 
[rants  as  well  as  farmers'  worries 
hat  Mitterrand  will  cut  agricul- 
ural  subsidies.  A  Socialist  loss  to 
Pen  would  crack  Mitterrand's 
■eniaining  credibility. 
lARD  KNUCKLES.  The  Socialists  are 
;crambling  to  prevent  defeat.  The 
:ey  battle  is  in  the  Nice-Marseilles 
irea,  where  Le  Pen  is  running  for 
he  presidency  of  the  regional  government.  Opposing  him  is 
Socialist  Bernard  Tapie,  the  handsome  owner  of  the  Marseilles 
;occer  club  and  Germany's  Adidas  sportswear  firm.  Although 
ji  Pen  is  the  underdog  in  the  race,  he  could  benefit  from  14'/! 
memployment  in  the  region.  Countering  that,  Tapie,  49,  has 
aunched  bare-knuckled  attacks  on  Le  Pen.  One  example  is  his 
ampaign  kickoff,  during  which  Tapie  blasted:  "If  Le  Pen  is  a 
)astard,  those  who  vote  for  him  are  bastards,  too."  Such 
actics  have  won  Tapie  a  reputation  as  a  brash,  blue-collar 
lero,  although  few  see  him  as  presidential  material. 

But  even  a  Tapie  victory  will  leave  the  Socialists  with  a  pack 
if  troubles.  Germany  is  strongly  challenging  France's  influ- 


ence in  a  united  Europe.  Unemployment  is  running  at  10'/'  as 
companies  such  as  Peugeot  and  steelmaker  Usinor  Sacilor 
keep  laying  off  workers — despite  government  jawboning.  In- 
stead of  responding  to  such  challenges,  the  Socialists  have 
been  mired  in  scandals  involving  campaign  funds  and  the 
admission  of  Palestinian  terrorist  George  Habash  to  a  French 
hospital.  Taken  together,  such  affairs  have  given  Mitterrand  a 
dismal  approval  rating  of  247"  in  public-opinion  polls,  after  11 
years  in  power. 

After  the  March  elections,  Mitterrand  is  expected  to  dump 
Cresson,  who  is  taking  the  blame  for  high  unemployment.  The 
most  logical  replacement  is  Jacques  Delors,  president  of  the 

European  Commission.  Delors  has 
an  aura  of  leadership  that's  lack- 
ing in  Paris.  Polls  show  that  he 
would  win  France's  presidency  if 
elections  were  held  today. 

Still,  Delors  might  decide  that 
being  Prime  Minister  in  a  crum- 
bling administration  would  hurt 
his  chances  of  becoming  President 
later.  As  for  Mitterrand,  perhaps 
his  best  hope  is  to  bow  out  grace- 
fully. He  could  hold  a  referendum 
he  proposed  last  fall  to  cut  the 
presidential  term  from  seven  to 
five  years.  Citizens  would  surely  vote  oiii,  allowing  Mitterrand 
to  quit  gracefully  and  opening  the  door  for  Delors. 

As  President,  "Mr.  Europe"  might  rebuild  France's  Europe- 
an credentials,  tarnished  by  Germany's  new  power.  He  would 
probably  accept  greater  EC  political  union  than  Mitterrand  has. 
At  home,  this  moderate  ex-Finance  Minister  would  maintain  a 
strong  franc  and  cut  state  control  of  industry.  But  above  all, 
says  Peugeot  Chairman  Jacques  Calvet,  France  simply  needs  a 
"strong  leader"  to  deal  forcefully  with  tough  problems  like 
immigration.  A  Socialist  rout  during  next  month's  elections 
might  just  provide  one. 

Bi/  Steivort  Toy  in  Paris 


GLOBAL  WRAPUP I 


JAPAN 


President  Bush  may  be  talking 
tougher  on  trade  with  Japan,  but 
two  men  widely  rumored  to  be  nomi- 
nees for  senior  State  Dept.  jobs  in- 
volving relations  with  Tokyo  are  any- 
thing but  trade  hawks.  Congressional 
sources  say  U.  S.  Ambassador  to  India 
William  Clark  Jr.,  a  career  diplomat, 
will  soon  become  Assistant  Secretary 
of  State  for  East  Asia  and  the  Pacific. 
And  Gaston  J.  Sigur  Jr.,  a  George 
Washington  University  professor,  may 
succeed  Michael  H.  Armacost  as  Am- 
bassador to  Japan.  During  the  Reagan 
years,  Sigur  headed  Asia  policy  at 
the  National  Security  Council  and 


State  Dept.  Although  both  are  Japan 
specialists,  neither  is  known  for  taking 
hard-line  stances  on  trade  issues,  which 
are  fast  becoming  an  election-year 
topic. 

RUSSIA  

Anew  wave  of  nationalism  is  gath- 
ering force  in  Russia,  as  the  pain 
of  Boris  Yeltsin's  economic  reforms  in- 
tensifies. In  the  vanguard  of  the  re- 
actionary movement  are  former  Com- 
munists, disgruntled  Army  officers, 
and  the  anti-Semitic  Pamyat  group. 
While  not  a  united  force  yet,  they 
have  one  thing  in  common:  scorn  for 
Yeltsin's  attempts  to  attract  aid 
from  the  West — from  food  airlifts  to 


a  $6  billion  ruble-stabilization  fund. 

Anti-Western  speeches  were  ap- 
plauded wildly  at  a  large  protest  meet- 
ing on  Feb.  9  outside  the  Kremlin.  One 
speaker  claimed  that  efforts  to  enroll 
Russia  in  the  International  Monetary 
Fund  would  only  surrender  economic 
policymaking  to  Western  bureaucrats. 
Reform  economist  Stanislav  Shatalin 
warns  that  the  groups  are  making 
"well-planned  preparations  for  a  coun- 
terrevolution against  democracy." 

Such  fears  could  be  one  reason  v  iiy 
Secretary  of  State  James  A.  Bak"  III, 
now  visiting  the  former  Soviet  v  nion, 
is  softening  his  opposition  to  a  ruble- 
stabilization  fund:  It  might  improve  the 
economy  and  shore  up  reformers. 
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The  future  belongs  to  those  who  cpjestion  the  present,  to  those  whi 
don't  hesitate  to  doubt,  and  to  those  who  have  their  own  ideas.  An| 
history  has  proven  repeatedly  that  one  man's  vision  can  change  th^ 
world.  An  engineer  at  Mazda,  Mr.  Yamamoto,  firmly  believed  i 
iiic  rotary  engine  even  though  the  rest  of  the  world  doubted.  H 


id  more  powerful  than  any  other.  Working  together,  he  and 
hers  at  Mazda  persevered  and  overcame  every  obstacle.  And  in 
le  end,  their  fierce  determination  and  intense  behef  carried  Mazda 
its  historic  victory  in  the  1991  Le  Mans  24-hour  race. 
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STRATEGIES  I 


CAN  KINDER-CARE 

PUT  THIS  PUZZLE  TOGETHER? 


It's  a  head-scratcher:  How  to  restructure  and  avoid  bankruptcy 


It  was  a  lot  like  the  kids'  game  "red 
light-green  light."  In  1990,  invest- 
ment banker  Tull  N.  Gearreald  Jr. 
was  put  in  charge  of  Kinder-Care  Learn- 
ing Centers  Inc.  while  it  looked  for  a 
permanent  boss.  Much  as  he  liked  the 
job,  he  left  the  day-care  chain  in  mid- 
year, when  it  hired  someone  with  more 
marketing  experience.  Yet  seven  months 
later,  the  new  top  man  had  resigned,  and 
(green  light!)  Kinder-Care's  controlling 
shareholders  called  on  Gearreald  again. 
As  one  of  the  Wall  Streeters  who  ar- 
ranged the  Kinder-Care  buyout 
in  1989,  Gearreald  felt  an  obli- 
gation to  help  out  the  chain. 
Besides,  he  says,  "I  always 
wanted  to  run  a  company." 

He's  lucky  there's  a  company 
left  to  run.  Once  one  of  the  na- 
tion's most  promising  growth 
companies,  Kinder-Care,  based 
in  Montgomery,  Ala.,  ran  into 
trouble  in  the  late  1980s  when 
former  Chief  Executive  Rich- 
ard J.  Grassgreen  led  it  on  a 
disastrous,  junk-bond-fueled  di- 
versification. Caught  in  a  cash 
squeeze  in  January,  1991, 
Kinder-Care  stopped  paying  in- 
terest on  its  debt,  including  off- 
balance  sheet  obligations  now 
totaling  $550  million — or  fully 
109'';  of  capitalization.  While  re- 
sults from  its  1,257  centers 
have  improved  since  then, 
l\inder-('are  still  hasn't  been 
able  to  generate  enough  cash 
to  over  its  obligations.  By 
mosL  ■  :.>i('ards,  it  ought  to  be 
:i  gone  I 

i^^'ROWiNG  SQfM.  The  main  rea- 
>on  creditors  li:iveii't 
!:  •  led  it  into  bank- 
1  ...  -v  court  is  se!f-in- 
tc'fs.  They  stand  to 
takv  ii  "  losses,  so 
they  been  pa- 

tient. .  :  -in't  think 
they've  sitting 
^!il!.  F(.  i-nths, 
'  ndholder.-  iiank 
ders,  and  ■':  on- 


firm  have  quietly  waged  a  fierce  battle 
over  how  to  share  the  restructuring 
pain.  After  coming  close  to  an  agree- 
ment in  January,  say  people  familiar 
with  the  talks,  the  deal  fell  apart.  A  new 
resolution,  which  could  yet  include  bank- 
ruptcy, may  come  any  day  now. 

Negotiators  assume  Kinder-Care  can 
nurse  itself  back  to  health.  But  first 
they  must  figure  out  how  to  wipe  out 
about  $150  million  in  debt,  eliminating 
$18  million  in  annual  interest  costs.  With 
cash  flow  of  al)out  $60  million,  negotia- 
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AT  1,257  DAY  CARE  CENTERS 


tors  figure,  it  ought  to  cover  its  del.) 
payments  and  still  have  room  to  grow. 
■  For  a  man  with  no  line  experience 
Gearreald,  46,  gets  decent  marks  as  ; 
day  care  operator.  Since  moving  u 
Montgomery  and  enrolling  his  younges, 
son  in  Kinder-Care,  Gearreald  has  fo) 
cused  on  sprucing  up  the  chain's  aging 
facilities.  He  has  spent  $35  million  in  the 
past  two  years  improving  centers — vs! 
about  $10  million  in  the  two  previou; 
years.  If  bondholders  would  rather  ses 
the  money  go  for  interest  payments 
only  one  has  been  angry  enough  to  sue 
and  the  case  is  not  being  actively  pur 
sued.  "Everybody  realizes  the  way  to 
get  their  principal  paid  is  by  getting  the 
company  healthy,"  says  Gearreald. 
CUTTING  BACK,  to  that  end,  Kinder-Can. 
is  trying  to  boost  the  caliber  of  employ 
ees  and  cut  down  on  turnover.  Las 
year,  the  only  salaried  workers  who  go 
raises  were  center  directors.  And  for  the 
first  time,  center  operators  got  stock  op 
tions.  Meanwhile,  Gearreald  is  turning  li 
careful  eye  to  the  location  o 
centers.  Through  much  of  thi 
1980s,  few  centers  were  closeci 
when  neighborhoods  changed 
Now,  many  older  ones  are  ii: 
areas  v/here  there  is  no  longe: 
much  demand.  For  future 
growth,  Gearreald  is  also  em 
phasizing  corporate  business 
Kinder-Care  operates  on-sit 
centers  for  companies  such  a 
Citibank  and  Cigna  Corp.  Bu 
Kinder-Care's  financial  woe 
have  slowed  the  sales  effort. 

In  truth,  all  of  Gearreald' 
plans  could  be  knocked  for 
loop  if  creditors  force  Kinder 
Care  into  bankruptcy.  Althoug 
no  one  is  talking  publicly  abou 
the  debt  negotiations,  source 
say  they  nearly  reached  an  a, 
greement  on  Jan.  31  at  th 
New  York  offices  of  Kinder 
Care's  adviser.  Smith  Barnej 
Harris  Upham  &  Co.  Creditor 
would  have  taken  new  commoi 
stock  and  a  stronger  securei 
stake  in  Kinder-Care's  real  es 
tate  in  exchange  for  forgivinj 
$150  million  in  debt.  But  a  last 
minute  dispute  broke  out  be 
tween  bondholders,  advised  b; 
Donaldson,  Lufkin  &  Jenrett 
Securities  Corp.,  and  the  ban 
group,  headed  by  Citibank.  "I 
was  like  a  game  of  Twister, 
says  one  source.  "Peopl 
couldn't  stretch  anymore." 

Further  complicating  the  ne 
gotiations  is  a  matter  of  image 
Lodestar,  the  New  York  invest 
ment-banking  boutique  tha 
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onlrols  ()■'!''  ol'  Kiiidci'-Curt'  ihroiij^ii  a 
:3()0  million  l)uyout  fund,  is  wori<inj;-  to 
;ee])  its  stake  from  hcinji'  eliminated  in  a 
eoi'fi'anization.  In  addition  lo  soinin^'  fe- 
ilions  with  investors  in  llic  hnyoLil 
mid,  a  wipeout  could  piil  a  rrini])  in 
iOdestar's  merger-advisory  business. 
iOdestar  Chief  Executive  Ken  Millei-, 
/ho  until  1988  headed  Merrill  Lynch  & 
)o.'s  merf^ers-and-acquisitions  dejjarl- 
nont,  disputes  that  notion.  Strong'  rela- 
ionships  with  investors  mt-an  his  adviso- 
y  business  "does  not  depend  on  the 
utcome  of  any  one  investment,  liowever 
ignificant,"  he  says. 

Lodestar  never  meant  to  ^et  this  deep- 
er involved  in  the  day-care  business.  It 
ntered  the  picture  in  1!)8!)  as  the  invesl- 
fient  bank  for  Kinder-Care's  then-par- 
nt,  Enstar  Groui)  Inc.,  the  holdinjr  com- 
any  for  Grassji'reen's  <;-rab  ba^^  of 
usinesses.  To  rai.se  casli  for  Enstai-, 
;odestar  cooked  up  a  deal  in  whicli 
[inder-Care  would  be  spun  off  and  En- 
tar  stockholders  could  buy  rights  to  ac- 
uire  shares  in  the  new  company  for 
4.75  apiece.  But  when  only  a  third  of 
]nstar  shareholders  decided  to  invest, 
jodestar  <iot  stuck  with  the  rest. 
AILSPIN.  Kinder-Care  then  tried  to  raise 
ash  by  selling-  and  then  leasinji'  back  a 
ortion  of  its  $500  million  in  real  estati'. 
)Ut  that  plan  fizzled  when  the  real  cs- 
ate  market  went  into  its  tailspin.  The 
tock  that  Lodestar  orig-inally  paid  $1()0 
lillion  for  is  now  worth  less  than  $20 
lillion.  Still,  Lodestar  didn't  take  the 
■iggest  hit.  That  distinction  belongs  to 
Instar's  shareholders.  Enstar,  which  in- 
luded  everything  from  an  Si.-!.  to  a  shoe- 
tore  chain,  has  filed  for  bankruptcy  pro- 
ection,  and  its  shares  are  worthless.  In 
ipril,  Grassgreen  is  scheduled  to  begin 

three-month  prison  term  for  taking 
ees  from  junk-bond  king  Michael  R.  Mil- 
en  that  belonged  to  Kinder-Care. 

The  mess  has  been  a  huge  distraction 
or  Kinder-Care,  but  it  doesn't  seem  to 
ave  hurt  its  core  business.  "Parents  are 
oncerned  about  what's  happening  in  the 
chools,  not  what  shape  the  balance 
heet  is  in,"  notes  Jack  L.  Brozman, 
resident  of  rival  La  Petite  Academy 
nc.  Full-year  results  for  1991  aren't  out 
et,  but  Kinder-Care  should  show  mod- 
st  gains  in  fourth-quarter  earnings.  Al- 
hough  it  won't  finish  in  the  black,  nei- 
her  will  it  approach  the  1990  loss  of 
85.5  million  on  revenues  of  $39(i  million. 

In  the  last  two  months,  investors  bet- 
ing on  a  positive  outcome  have  bid  uj) 
[inder-Care's  stock  price  40'^,  to  around 
0(f.  They  no  doubt  see  a  good  turn- 
round  play.  But  given  the  volatility  of 
he  restructuring  talks,  it  would  be  a 
fiistake  to  rule  out  a  last-minute  twist. 
Jnlike  the  gentle  yarns  spun  during  sto- 
y  hour,  Kinder-Care's  tale  may  yet  have 
.  scary  ending. 

By  Chuck  Hawkins  in  Montgonicri/,  Ala. 


JANUS  RETIRES 
YEARIY  IRA  FEES! 


They  show  up  every  year  on  your 
retirement  account  statements.  A  lit- 
tle note  appears  under  the  heading 
"Maintenance  Fee"  and  just  like  that, 
a  part  of  what  you've  saved  all  year 
disappears  from  your  balance. 

But  with  a  Jiuius  Lifetime  IRA"^ 
account,  you  pay  a  one-time  fee  of 
$100  and  that's  it.  You'll  never  see 
another  maintenajice  charge  as  long  as 
you  keep  a  retirement  account  with  us. 

It's  an  excellent  long-term  value. 
And  the  Janus  Lifetime  11^''^' fee  can 


be  applied  to  any  tyjje  of  retirement 
program -IRAs,  SEPs,  profit  sharing 
or  money  purchase  pension  plans, 
and  Section  403(b)(7)  plans. 

The  Janus  Lifetime  IRA^^'  is  a  great 
opportunity  if  you  have  been  think- 
ing about  opening  a  new  \Kk  or 
transferring  an  existing  one  to  Janus. 
Send  for  your  enrollment  form  and  a 
prospectus  containing  more  com- 
plete information  today.  And  put 
annual  retirement  account  mainte- 
nance fees  out  to  pasture  for  good. 


I 
I 

■  Sen 

I  1-8(1 


JANUS  FUNDS 

P.O.  Box  17.3375,  Denver,  CO  80217-3375 

1-800-525-8983  Ext.  608 


VEC  ^  I  would  like  to  know  more  about  Janus  Funds  and  .lanus  Lifetime  IRA"'^^\ 
'  Please  read  the  prospectus  carefully  before  you  invest  or  send  money. 


.  City/State/Zip- 


Address   

Check  fund  choice:  J  Janus  Growtti  &  Income  Fund  _l  Janus  Worldwide  Fund  J  Janus  Fund 
J  Janus  Twenty  Fund   J  Janus  Rexible  Income  Fund   J  Money  Market  Funds 
J  Janus  Intermediate  Governiuent  Securities  Fund 
Send  lo:  Janus  Funds,  P.O.  Box  173375,  Denver,  CO  80217-3375 
800-525-8983  Ext.  608 
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You  should  read  this  first 


Buying  a  stereo  system  can  be  a  real  challenge. 
With  technology  changing  so  rapidly,  you  must 
investigate  all  the  alternatives  to  find  the  system 
rfiat's  right  tor  your  listening  habits. 

Our  hcxiklet,  "THE  HIGH  FIDELITY  SYSTEM 
FOR  PEOPLE  WHO  LOVE  MUSIC  MORE 
THAN  EQUIPMENT,"  tells  all  aKuit  the  Rise- 
Acoustic  Wave'  music  system.  Like  why  it's  the 
only  stereo  system  we  know  of  to  receive  the 
prestigious  Immtim  of  the  Year  award.  And  how  it 
combines  a  revolutionary  way  ot  repriKlucing  somd 
in  a  compact  disc  player  (or  cassette),  AM/EM 
radio,  and  patented  built-in  speakers,  all  in  a  unit 
tlie  size  of  a  briefcase  and  as  easy  to  use  as  a  TV.  It 
also  includes  comments  from  Acoustic  Wave' 
system  owners,  m;uiy  of  whom  say  it  sounds  like  a 
much  larger,  more  expensive  stereo. 

Ask  for  your  copy  t(xlay.  It's  free,  ;uid  like  the 
Acoustic  Wave  music  system,  it's  available  only  by 
calling  or  writing  Bose  Girp*  nation. 


r 


FREE 
booklet! 


Nat 


Sm-et 


St.ltc 


Zip 


Phone  ( 


Better  sound  through  research. 
Miiil  to:  Bose  Corporation,  The  Mounfci'n, 
^   Framingham,  MA  01701-9168  I \  ^ 


CALL  1^800^282^BOSE  Ext.  19  for  a  FREElooWetl 
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TRANSPORTATION! 


'CARL  HAS  9  LIVES, 

BUT  HE'S  GETTING  UP  TO  8/2' 


I  calm  claims  TWA  can  keep  flying  solo.  Hardly  anyone  else  agrees 


For  years,  Carl  C.  Icahn  lias  been 
bettinji  on  llie  future  of  Trans 
World  Airlines  Inc.  But  in  recent 
monllis,  the  vva<i'ers  have  turned  rather 
ghoulish.  Last  summer,  one  of  Icahn's 
closest  advisers,  TWA  Genera!  Counsel 
Mark  A.  Buckstein,  bet  Icahn  $1,000  that 
creditors  would  force  the  airline  into  in- 
voluntary bankruptcy  by  September. 
Icahn,  twa's  owner  and  CKo,  countered 


sists  that  with  a  17'  yield  improvement 
in  business  travelers,  TWA  will  jjost  $50 
million  in  operating  income  this  year. 

Icahn  and  his  bondholders  have  to  put 
the  best  face  on  things,  but  they're  the 
only  ones  with  such  a  rosy  outlook.  Fi- 
nancial analysts  and  TWA's  rivals  say  the 
()()-year-o!d  airline  is  no  longer  viable  as 
an  independent  carrier  and  that  it  must 
seek  a  merger  with  another  airline  if  it 


nesses  he  owns  and  operates  are  liable.' 

Icahn  is  having  a  tough  enough  lime 
just  managing  TWA.  He  has  lost  two  doz 
'en  managers  since  taking  over  the  air 
line.  Some  have  been  replaced,  severa: 
from  outside  the  industry.  But  Icahn  ha> 
become  deeply  involved  in  many  of  llu- 
tasks  other  CEOs  would  leave  to  speciall\ 
skilled  managers.  He  has  been  delvini 
into  the  logistics  of  hub-and-spoke  sys 
tems  and  has  taken  a  personal  role  ii' 
reordering  certain  TWA  routes.  And  ht 
often  stays  late  into  the  night,  dreaminjj 
up  marketing  schemes  or  fretting  oveit 
ad  copy.  In  an  interview  with  BUSINESS 
WEEK  at  his  Mount  Kisco  (N.  Y.)  offices! 
Icahn  even  trotted  out  his  latest  idea:  He 
hopes  to  enlist  20,000  retirees  to  sell  TW;! 
travel  packages  in  return  for  fretl 
passes.  Says  Icahn:  "It  will  be  sort 
like  the  Avon  lady  or  Tupperware." 

It  will  take  more  than  Tupperware 


OPERATING  INCOME 
HAS  PLUNGED... 
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REVENUES 

IN  BILLIONS 
1986  $3.2 
1991  $3.6 

■1 

A  MILLIONS 
OF  DOIURS 
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■FIRST  NINE  MONTHS 
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..ALONG  WITH  TWA'S 
MARKET  SHARE 


■96  87  '88  '89  '90  ^91 
▲  PERCENT 

DAT*  (Omm  REPORTS,  AVITAS  INC 


RESTRUCTURING  TWA 

DEBT  Immediately  chopped  to 
$700  million  from  $  1 .7  billion 

ANNUAL  INTEREST  Reduced  to 
$61  million  from  $21 1  million 

OWNERSHIP  Icahn's  90%  common  stock 
holding  wiped  out,  but  his  bond  holdings 
let  him  emerge  with  20%  to  40%  of  new 
equity,  depending  on  warrants  exercised; 
the  rest  goes  to  other  bondholders 

CASH  ON  HAND  $500  million;  $100 
million  more  from  pending  sales 

FRESH  CASH  Icahn  to  kick  in  $35  million 
more  of  his  own  funds 

NEW  LOANS  $200  million  in  debtor-in- 
possession  financing  to  be  supplied  by 
Icahn-controNed  companies  if  needed 

DATA  COMPANY  FILING 


ICAHN:  CAN  HE  AVOID  LIQUIDATING 
"THE  WORST  INVESTMENT  I  EVER  MADE"? 


Ill  ;!  he  could  ai'i'ive  at  some  kind  of 
;u  : .  !■  ''iiient  with  the  airline's  creditors 
liefor  \  sought  Chapter  11  protec- 
tion, r,.'..  :!L  TWA  filed  its  so-called 
■  preplannci  ■  iikniplcy,  which  includ- 
*■(!  agreements  .\  ith  in  ist  of  its  creditors 
;■.'  '  unions.  "He  lost  $1,000  to  me," 
f  Icahn. 

■u  won  the  bet,  bul  the  airline  is 
ano<  •  :  'ory.  The  CEO  argues  that  the 
!)ank     ,      reorganization  will  buy  TWA 


ihe  til. 

! rastici^ 

):  \ision  i 

■  ihn's  own  '<■! 
iercut  the  (  ' 
■1  be  enough 
itability  this 


eds  to  turn  around  (table), 
ver  deiit  service,  a  cash 
1  ■  landing  asset  sales  and 
"•1.  t,  and  a  bold  plan  to 
tition  on  price  may 
'I'turn  the  airline  to 
he  savs.  Icahn  in- 


hopes  to  stave  off  liciuidation.  Says  Stan- 
dard &  Poor's  Inc.  analyst  Philij)  Bagga- 
ley:  "Carl  has  nine  lives,  but  he's  getting 
up  to  eight  and  a  half  at  this  pomt." 
'WINDOW  OF  OPPORTUNITY.'  Even  if 
Icahn  avoids  liciuidation,  he  must  still 
deal  with  TWa's  pension  liabilities.  The 
Pension  Benefit  Guaranty  Corp.  (PBGC), 
the  federal  agency  that  insures  private 
pension  plans,  says  twa's  plan  is  under- 
funded by  $980  million.  The  agency  is 
now  negotiating  with  Icahn  about  ways 
to  fund  the  plan,  including  tapping  the 
assets  of  other  Icahn-controUed  compa- 
nies. "Bankruptcy  is  a  window  of  oppor- 
tunity to  address  the  pension  issue," 
says  Diane  E.  Burkley,  deputy  executive 
director  of  the  PBCiC.  "The  other  busi- 


parties  to  turn  TWA  around.  The  carrier': 
problems  are  massive.  And  even  thougl 
the  recent  Chapter  11  filing  may  buj 
some  time,  it  could  make  matters  worse 
Having  seen  Eastern  and  then  Pan  An 
disappear,  travel  agents  are  becoming 
wary  about  booking  customers  on  an  air 
line  that's  in  bankruptcy.  And  TWA's  rep 
utation  for  service  is  terrible.  Its  planes 
are  the  oldest  in  the  industry — the  flee 
is  five  years  older  than  the  industry  av 
erage  of  11.  To  finance  operations,  Icahi 
has  had  to  .sell  off  $1.5  billion  worth  o: 
valuable  assets,  including  the  airline': 
lucrative  London  routes.  And  twa's  do 
mestic  route  system  is  too  small  to  feec 
its  existing  Euroijean  routes.  "I  don' 
see  a  long  term  furture  for  TWA,"  say; 
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CdU  I..  Haniilloii,  I'llilof  of  Co/mm  r- 
ial  Aviation  Kvpoii  in  Dallas.  "It's  loo 
mull  to  be  a  sij^nii'icant  player." 

Travel  agents  arc  heji'inninfj'  to  fear 
le  same.  They  would  prefer  to  see  T\v.\ 
3niain  a  competitor,  but  many  are 
fraid  of  lawsuits  if  TW.\  stops  flying.  So 
ley  are  asking  clients  to  sign  release 
3rnis  before  they  book  a  ticket.  Such 
recautions  will  make  many  think  twice. 
Iven  worse,  some  agents  who  are  confi- 
ently  booking  TW.\  ti'ips  now  say  they 
re  not  willing  to  take  l)ets  (in  the  longer 
;rm  once  Icahn  gives  up  a  majority 
take.  "You  never  know  what  TWA  is 
oing  to  do,"  says  Richard  Copland, 
wner  of  Hillside  Travel  in  New  York. 
HRE  CUTS.  Icahn  is  hoping  to  allay  such 
ears  with  lower  prices.  In  January,  TW.\ 
egan  offering  freciuent  flyers  15',;  cash 
jbates  on  certain  fares.  And  since  Octo- 
er,  it  has  been  offering  deep  discounts 
n  business  travel  fares.  That  strategy 
lay  fill  some  seats  over  the  next  few 
lonths,  but  Icahn  has  little  else  to  offer 
1  the  way  of  long-term  growth.  He's 
eefing  up  TW.\'s  hub  at  New  York's 
ahn  F.  Kennedy  Airport  by  adding 
ights  from  six  cities  beginning  in 
larch,  but  he  plans  to  fight  that  liattle 
n  price  as  well.  The  Boston-to-New 
ork  hop  will  be  $39  one  way.  comijared 
'ith  Trump  Shuttle  Inc.'s  $14.!. 

The  best  outcome  Icahn  can  liope  for 
I  an  alliance  that  could  lead  to  a  merger 
f  joint  venture.  He  has  talked  with  sev- 
ral  potential  industry  partners,  but 
othing  has  materialized.  Last  Decem- 
er,  he  said  he  had  "talked"  with  Conti- 
ental  Airlines  Inc.  CEO  Robert  L.  Fer- 
uson.  But  industry  experts  note  that  as 

bankrupt  carrier.  Continental  is  re- 
uired  to  respond  to  any  overtures. 
Vdhn  says  he  is  also  discussing  "code 
riaring"  with  British  Airways  I'l-C.  Such 

marketing  arrangement  could  "feed" 
W.a's  domestic  passengers  at  .IFK  into 
ritish  Airways  flights  to  London  and 
ice  versa.  But  that  alone  wouldn't 
nange  TWA's  fortunes.  "Icahn  needs 
ameone  who  will  make  a  financial  com- 
litment,"  says  Washington  (D.  C.)  avia- 
on  attorney  Morris  R.  Garfinkle. 

Icahn  isn't  placing  any  bets — at  least 
ot  i)ublicly — on  when  and  if  that  will 
appen.  Although  he  calls  TWA  the 
worst  investment  I  ever  made,"  the 
rinceton  philosophy  major  is  trying  to 
ecome  what  he  calls  "an  airline  philoso- 
her."  He's  dissecting  twa's  operations 
D  he  can  be  better  prepared  to  meet  the 
tiallenges  ahead.  Icahn  says  it's  like 
wimming  in  the  ocean:  "Once  you  get 
eyond  those  waves,  it's  easier."  That 
lay  be  true  of  swimming,  but  when  it 
ames  to  running  an  airline,  Icahn  may 
Iready  be  in  too  deep. 

B)/  Lisa  Drisctill  in  Mount  Kisco.  .V.  1'., 
'////  Sumn  B.  Gdiland  ni  Wuslii iigton. 
nd  And)va  Rotlin/an  in  New  Yorfc 


 Templeton  

Foreign  Fund 

If  you  are  an  investor  who  wants  to  diversify  your 
portfolio  overseas.  .  .  and  your  goal  is  consisterit, 
long-term  performance,  take  a  look  at  the  Templeton 
Foreign  Fund's  scorecard. 


1  YEAR 


5  YEARS 


SINCE  INCEPTION 


+8.1% 
+15.8% 
+18.5% 


"Average  Annual  Return  as  of  12-31-91 


Templeton 

I    A  COMMON  SENSE  APPROACH 
TO  LONG  TERM  GOALS 


Call  24  Hours 


1 -800-325-9950 
Ext.  535 


You  will  receive  a  prospectus  containing  more  complete  information,  including  all  charges  ai  ii  i 
expenses-  ReatI  ii  carefully  before  yon  invest  or  send  money.  *Total  return  finoiations  refle<  'Me 
deduction  of  the  maximum  sales  charge  (8.5%),  deduction  of  a  proportional  share  ol  .  und 
expenses  on  an  annual  basis  and  assume  thai  all  dividends  and  dislrihutions  are  reir.  -sled. 
The  investment  return  and  principal  value  of  an  Investment  will  fluctuate  so  that  an  p  .estor's 
shares,  when  redeemed,  may  l5e  worth  more  or  less  than  their  initial  cost.  Past  performance  is 
no  guarantee  ol  future  results  There  are  special  risk  considerations  assoi  lated  with 
foreign  investing 

Templeton  Funds  Llisiribulor.  Inc  ,  PO^  Box  33030,  St.  Petersburg,  Ft.  33733 
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For 200 years  ifs  been  i 


Disasters  have  alwavs  been  a  faa  of  the  insurance  business. 


Thai 


have  beer. 


dealing  with  that  faa  by  rching  on  the  CIGNA  PiT)pert\-  8k  Casu£ 


claims  and  keep  their  promises,  throtigh  some 


of  the  ^vorld  s  worst  dis 


Q^uki  :i-r.d  J-  i-r  Sari  Fra^nuo  JV06 


:ie  btu-st  pipe,  the  damaged  roof.  We've  handled  more  of  those  than  ^ve 


ith  me  :ntegrir\'  that  we've  brought  to 


:he  ones  that  make  the  headli 


Strike 


or  how  big  or  small  it  will  be.  There's  one  thing  tliat  we 


;  disaster  aiter  another. 


ley're  a  fact  of  life.  For  the  past  200  years, 


thousands  of  businesses 


ilH,  I.    I  I,,  ,    \,  u    1  nrk  1835 


\  whose  financial  resources  and  expertise  have  allowed  them  to  pay  their 


l-luud.  luhmiown  /.SSV 


/en  the  smallest  disasters  seem  bis  to  the 


1  companies  they  affect.  The  fire, 


llurru  atie.  Neu-  England  V>  !H 


could  ever  illustrate  in  a  thousand  advertisements.  And  always 


3,  unfortunately,  will  always 


Earlhquake.  Loi  Angeles  1171 


be  with  us.  We  don't  know  where  the  next  )ne 


Turniulo.  louu  I'-'S: 


I. 


do  know  though.  We'll  be  there.  Wc  gCt  paid  for  rCSUlts! 


Property  &  Casualty  iNSURANCf 
Dept.  RIO.  Phila.,  PA  19192 


BILL  GATES'S  BABY  IS  ON  TOP  OF  THE  WORLD.  CAN  IT  STAY  THE 


Five  thousand  Microsoft  Corp. 
employees  gather  in  Seat- 
tle's cavernous  Kingdome.  As 
the  houselights  dim,  a  spotlight 
follows  a  red  Corvette  with  the 
word  "Windows"  written  across 
its  door.  Microsoft  Executive 
Vice-President  Steven  A. 
Ballmer  steps  out  from  behind 


the  wheel,  pumps  his  fist  into  the 
air,  and  leads  the  crowd  in  a 
chant:  ''Windows,  Windows. 
Windows,  Windows."  Next,  the 
spotlight  jumps  to  an  Edsel  mak^ 
ing  its  way  into  the  arena.  It's 
emblazoned  with  ''OS/2,"  th( 
name  of  IBM's  competing  soft 
ware.  Then,  as  the  song  Leader 


fthe  Pack  blares  from  the  loud- 
peakers,  10  leather-clad  bikers 
oar  in  on  Harleys.  The  lead  bik- 
r:  lanky,  owl-eyed  William  H. 
lates  III.  The  crowd  roars,  as  it 
i^ould  f or  a  rock  star. 

Leader  of  the  pack,  indeed, 
'his  employee  meeting-cum-pep 
ally  is  pure  Gates:  part  adoles- 
ent  mischief,  part  marketing 
:emus,  lots  of  energy,  vision, 


and  above  all,  drive.  After  his 
rollicking  entrance,  the  36-year- 
old  chairman  took  the  dais  that 
October  afternoon  to  sketch  out 
his  view  of  the  computer  market 
and  Microsoft  for  1992  and  be- 
yond. In  the  span  of  four  hours, 
he  raced  through  market  ana- 
lyses, product  demos,  and  predic- 
tions— all  in  a  nasal  drone  pep- 
pered  with    his  trademark 


ver  Sto 


j  p.Lrdisms  such  as  "supercrx)!"  and  "'high 
'■:indv\  idth"  and  "totally  random.  "  With 
tiiis  crowd,  the  effect  is  electrifying.  Mi- 
crosoft is.  in  a  word,  "Bill.'"  .says  Jeff 
flaikes.  an  11-year  veteran  and  now  a 
senior  vice-president.  Like  its  founder, 
the  company  is  "high  horsepower,  high 
energj".""  he  says. 

That  combination  of  energ>".  intellect, 
and  ner\"e  has  made  Gates  the  richest 
man  in  America  and  has  kept  the  Red- 
mend  (Wash.)  software  maker  on  a  grav- 
ity-defying trajecton".  Despite  recession 
and  a  slowdown  in  personal-computer 
.sales.  Microsoft  revenues  shot  up  56''r, 
to  S1.8  billion,  in  199L  thanks  largely  to 
the  stupendous  acceptance  of  Windows, 
a  program  that  gives  IBM  PCs  a  graphical 
"look  and  feel"  similar  to  that  of  Apple 


Novell  Inc.  And  later  this  year.  it"s  ex- 
pected to  bring  out  Cirrus,  its  long-over- 
due entiy  into  data-base  software,  a 
market  dominated  by  Borland  Interna- 
tional Inc. 

The  question  now  is  whether  the 
unique  Gates-inspired  stjie  that  put  Mi- 
crosoft on  top  can  keep  it  there.  Simply 
managing  its  current  growth  would  be 
challenge  enough.  Microsoft's  pajToU, 
which  had  jumped  from  4,000  in  1989  to 
8.200  by  the  end  of  fiscal  1991  last  June, 
has  now  passed  10,000  and  is  growing  by 
70  fresh  recniits  each  week.  Just  to 
house  the  4.000  headquaiters  employees, 
the  company's  suburban  Seattle  campus 
has  spread  to  22  low-rise  buildings.  Em- 
ployees now  drive,  rather  than  walk, 
across  the  26f>acre  site. 


MICROSOFT  AS  MONEY  MACHINE 


,2^^H  SToa  PRia 
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GATES  33^1  STAKE  MAKES 
HIM  A  BimOHAIRE  ON  PAPER 


AT  S22  BIlilON  MICROSOFT  S  MARKET 
VALUE  SURPASSES  GENERAL  MOTORS 


APPlf  RLES 
COPYRIGKT  LAWSUIT 


?\Iacintosh.  In  2u  months.  9  million  copies 
have  been  sold,  creating  a  Si  billion  busi- 
!iess  in  Windows  and  related  programs. 
For  fiscal  1992.  ending  this  June,  ana- 
lysts e\7>ect  Microsoft  earnings  to  hit 
•rTOO  million,  on  -52.7  billion  in  revenues. 
That  has  thrust  its  stock  as  high  as  130 
h  !-^cent  weeks.  gi\ing  it  a  market  value 
;  than  that  of  General  Motors 
Corp  T). 

POiNTEb  ^.4HS.  Clearly.  Bill  Gates  and 
'  licrosoft  i-.:  r.  bit  !ea-:  in  btisiness  term.s. 
top  of  the  vs  orid.  I      the  billionaire 
■  times  over,  who    "jil  works  15- 
<j,    days,  zigzags  the  cour.uy  in  coach 
c-        nd  obsesses  about  det  i!s  that 
oth.        'ef  executives  would  igriore, 
isn't  up.  Sure.  Microsoft  has  Win- 

iows  4        ' '  of  the  market  for  person- 
i.  -compL         '^■rating  systems,  the  basic 
::  =.are  ins  80  million  PCs.  But 

"rt.-  are  i.        -'rids  to  conquer.  For 
■'Vie.  the  -      any  is  still  tning  to 
-•;    in   .      crucial   market  for 
-•r-.  :-y  soft .  now  dominated  bv 


But  there  are  e.xteniai  challenges  as 
well  (table,  page  &4).  A  half  dozen  com- 
panies—  ranging  fi-om  IBM  and  Apple  to 
Sun  Microsystems  and  NeXT — are  trying 
to  reduce  Microsoft's  dominance  in  PC 
operating  systems,  the  basis  of  the  com- 
pany's market  power.  Software  makers 
eveiywhere  are  angling  for  a  chunk  of 
the  Windows  market,  which  Microsoft 
has  had  mostly  to  itself.  And  then  there 
are  legal  issues:  Apple  Computer  Inc."s 
four-year-old  copATight  suit  and  an  ongo- 
ing Federal  Trade  Commission  investiga- 
tion. An  economist  hired  by  Apple  says 
Windows  has  caused  Apple  damages  ex- 
ceedi:._  ''ion.  but  Apple  won't  say 
how  ;  .-.ill  actually  seek.  "This 

time,  an  gun^  are  pointing  at  Microsoft." 
says  analyst  Da\"id  Readerman  of  Shear- 
son  Lehman  Brothers  Inc. 

In  tj"pical  fashion.  Gates  scoffs  at  the 
challenges.  "I  want  to  meet  the  guy  who 
doesn't  think  we're  gaining  market 
share  everj"  day."  he  says.  "That  guy's 
not  awake."  ^^Tiat  of  IBM's  new  version 


of  OS  2,  which  is  getting  good  review.- 
fi-om  coi-porate  testers'?  "We're  golden 
he  says,  "because  OS/2  is  a  really  hu 
morous  way  to  run  Windows  applica 
tions."  What  of  the  FTC  probe,  inspiret 
by  rivals  who  claim  Microsoft  used  tm 
fair  practices  to  dominate  the  Window" 
market'?  "The  worst  that  could  come  o; 
this  is  I  could  fall  down  on  the  steps  o; 
the  FTC  [building],  hit  my  head,  and  kil 
myself."  says  Gates  sarcastically. 
'THROW  THEM  IN.'  Gates  has  more  thai 
bluster  going  for  him.  In  the  17  year; 
since  he  launched  Microsoft,  he  has  fol 
lowed  a  simple  rule:  "T  hire  smart  peopL 
that  are  prettj"  high  bandwidth,  and 
challenge  them  to  think.  I  ask  them  u 
be  prett}-  committed  and  to  work  prettj 
hard." 

New  recruits  usually  accept  a  salary 
cut  and  60-  to  80-hour  workrweeks.  Anc 
there's  minimal  training.  Says  Pete  Hig 
gins,  a  \icepresident:  "The  training  w( 
do  is  on-the-job,  Tnrow  them  in,  an( 
good  luck."  In  return,  recruits  aren 
saddled  with  a  lot  of  rules  and  bureau 
cracy.  Those  who  can't  hack  it  are  askec 
to  find  another  job  within  the  company 
or  they're  gone  within  two  years. 

That's  true  no  matter  how  high  th^ 
rank.  Michael  R.  Hallman  found  th; 
out.  In  March,  1990.  Hallman,  a  higi 
level  Boeing  Co.  computer  executive,  b 
came  iNIicrosoft's  president  after  a  four 
month  search.  But  on  Feb.  3,  Gates  fire 
Hallman  and  split  his  job  among  thre 
longtime  Microsoft  executives:  BaUmei 
Michael  J.  Maples,  and  Francis  J.  Ga 
dene.  Gates's  explanation:  "T  didn't  se 
him  [Hallman]  as  a  match  for  what  thi 
job  had  grown  to.  I  expect  a  lot  of  ne? 
thinking."  Insiders  say  it's  tj-jjical  Gates 
"Hallman  just  didn't  have  enough  band 
width."  says  one  executive. 

But  those  who  fit  the  bill  are  reward 
ed  handsomely.  Thomas  Dimitri,  a  nov 
ice  programmer  who  turned  down  ; 
higher-pa>ing  job  to  join  Microsoft  las 
year,  has  already  made  a  paper  profit  o 
-5150,(X)0  on  options  he  can  exercise  ii 
1995.  He  is  also  eligible  for  a  perfoi*. 
mance  bonus  of  up  to  15'f  of  his  salarii 
every  six  months.  Microsoft's  stock  hag 
made  more  than  100  employees  millior 
aires,  some  of  whom  take  the  money  an 
run.  After  10  years,  Scott  Old,  a  to 
marketing  executive,  retired  at  age  4 
on  Jan.  27,  with  S40  million  in  stock 

But  a  surprising  number  stay.  At  les 
than  6^f.  Microsoft's  ttimover  is  low  b 
industry  standards.  Like  their  boss,  th 
ideal  Microsoft  employees  value  winnin^ 
more  than  the  rewards.  To  find  the  rigb 
people,  recruiters  blanket  universitie: 
Personnel  scours  10.000  resumes 
month,  looking  for  raw  talent  rathe 
than  lengthy  work  experience.  And  fo) 
get  about  dressing  for  success.  The  ton* 
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set  by  the  rumpled  chairman.  "We  shy 
vay  from  hiring  people  who  wear  ex- 
msive  jewelry  and  fancy  suits,"  says 
)hn  Neilson,  head  of  Microsoft's  New 
ork  sales  office.  An  applicant  is  more 
cely  to  be  asked  a  brain-twister  that 
iveals  how  he  thinks  (page  65)  than  to 
icite  his  knowledge  of,  say,  object-ori- 
ited  programming. 

lU'S  INQUISITION.  Microsoft  is  clearly 
)t  for  everybody.  Veterans  of  large 
)rporations  often  experience  culture 
lock.  During  his  first  week  on  the  job, 
ichard  I.  Segal,  a  marketing  manager, 
icountered  a  group  of  programmers  in 
ithing  suits  discussing  software  bugs 
rer  a  game  of  volleyball  in  the  hallway. 
1  eight  years  at  Aetna  Life  &  Casualty, 
;  had  never  seen  anything  like  that. 
Vlicrosoft's  biggest  growth  issue  is  get- 
tig  people  who  have  worked  in  a  cubi- 
e  all  their  lives  to  function  in  this  envi- 
)nment,"  he  says. 

It's  also  not  a  place  for  those  who  are 
lin-skinned  or  easily  intimidated.  Em- 
oyees  speak  knowingly  of  "Bill  meet- 
gs,"  which  sound  only  slightly  better 
lan  the  Spanish  Inquisition.  Gates  pep- 
3rs  his  workers  with  technical  ques- 
Dns.  He  challenges,  he  makes  judg- 
ents,  he  finds  flaws — whether  it's  a 


faulty  algorithm  or  a  poorly  targeted 
marketing  plan.  Employees  have  been 
known  to  crib  for  weeks,  even  holding 
practice  meetings,  for  one  60-minute  ses- 
sion with  Gates.  "These  meetings  work," 
says  software  developer  Neil  Konzon. 
"He  focuses  in  on  the  negative.  He  beats 
the  living  hell  out  of  you.  At  the  end  he 
says:  'Hey,  you're  doing  good.'  " 

"I'm  the  biggest  single  influence  in 
the  corporate  culture  here,"  Gates  ack- 
nowledges. Yet  he  doesn't  expect  every- 
body to  match  his  workaholic  pace.  His 
Lexus,  littered  with  fast-food  wrappers, 
rolls  into  the  parking  lot  at  9  a.m.  and  is 
usually  there  until  midnight.  When  he 
gets  home,  Gates  writes  memos  for  an- 
other two  hours  on  his  home  computer. 

Bachelor  Gates  is  not  interested  in 
mundane  details  such  as  haircuts  and 
fashion.  His  wardrobe  is  strictly  off-the- 
rack,  usually  easily  matched  shades  of 
beige.  That  frees  Gates,  a  Harvard  Uni- 
versity dropout,  to  dive  headlong  into 
intellectual  pursuits.  To  prepare  himself 
for  the  Apple  suit,  he  became  an  expert 
on  intellectual-property  law.  When  he 
became  interested  in  Napoleon,  he  didn't 
read  one  biography  but  12.  And  he  de- 
voured the  lengthy  Making  of  the 
Atomic  Bomb.  The  common  theme? 


People  and  developments  that  have  had 
"a  dramatic  impact,"  says  Gates. 

He  shuns  vacations.  But  when  he  fi- 
nally acquiesces,  he  turns  them  into 
"think  weeks."  Sequestered  in  the 
woods  with  cans  of  tomato  soup  and 
SpaghettiOs,  he  reads  stacks  of  books 
and  magazines  and  ponders  Microsoft's 
future.  The  company  almost  always 
seems  to  come  first.  Even  his  $10  mil- 
lion, 46,000-square-foot  dream  house — 
now  under  construction — has  Microsoft 
written  all  over  it.  Oh,  sure,  it  will  have 
racquetball  courts  and  its  own  salmon 
run,  but  it  also  will  be  loaded  with  high- 
tech gadgetry  so  Gates  can  test  his  theo- 
ries. Rooms  will  be  lined  with  high-defi- 
nition screens  to  view  constantly 
changing  digitized  art  works,  electronic 
books,  and  architectural  designs. 
SMALL  GROUPS.  Wherever  he  is,  Gates 
keeps  up  with  his  empire  via  electronic 
mail.  Available  to  all  employees,  the  sys- 
tem is  "the  lifeblood  of  the  company." 
says  one  executive.  All  Microsoftians  ire 
encouraged  to  log  on  and  share  laeas 
and  information — even  to  send  ideas  to 
Gates  without  going  through  iheir  su- 
pervisors. One  recent  Monday  morning, 
Neilson  of  the  New  York  office  found  a 
personal  message  from  Gates  flashing 
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oil  his  I'C  screen.  The  boss  wanted  some 
facts  on  the  Wall  Street  market.  "You 
can  get  mail  from  Bill  G.  at  any  time," 
says  Neilson.  "If  you're  intimidated  by 
that,  Microsoft  is  not  for  you." 

Keepinjj:  that  sense  of  connectedness 
g-ets  more  difficult  as  Microsoft  swells. 
But  the  company,  by  far  the  world's 
larjjest  independent  software  maker,  is 
determined  to  avoid  typical  big-company 
pitfalls.  Says  Maples:  "We  spend  a  lot  of 
energy  thinking  about  how  to  keep  the 
place  feeling  small."  One  way  is  by 
sticking  to  small  groups,  a  lesson  Gates 
admits  was  lifted  from  Hewlett-Packard 
Co.  Whether  in  programming  or  in  mar- 
keting, no  group  is  larger  than  200.  And 
each  has  subgroups  so  that  tasks  remain 
manageable,  each  person  feels  he  or  she 
can  make  a  difference, 


and   everyone   is  ac- 
countable. 

This  tack  is  critical, 
Gates  believes,  in  creat- 
ing high-quality  soft- 
ware. The  group  design- 
ing the  forthcoming  NT, 
or  New  Technology,  op- 
erating system  has  only 
100  programmers — not 
many  considering  that 
the  finished  product  will 
require  2  million  lines  of 
computer  code. 
DISTRUST.  Much  is  rid- 
ing on  their  work.  Due 
out  at  the  end  of  1992, 
NT  is  one  of  several  op- 
erating systems,  includ- 
ing OS/2  and  various 
forms  of  American 
Telephone  &  Telegraph 
('o.'s  Unix,  that  are  vy- 
ing to  replace  Micro- 
soft's MS-DO.S  in  a  new 
generation  of  PCs. 
These  machines,  linked 
liy  the  hundreds  in  networks,  are  expect- 
i'(l  to  ])ervade  computing  by  the  end  of 
the  decade.  "If  Microsoft  can  pull  off  NT, 
it  will  totally  dominate,"  predicts  Joe 
P'reilas.  director  of  investment-banking 
system,  '^.r  Merrill  Lynch  &  Co.,  which 
is  testih,      iireliminary  version. 

Given  su*  i  liigh  slakes,  it's  no  wonder 

■ites  inspires  fear  and  envy  among 
'!)etitors  and,  sometimes,  distrust 
''g  customers.  Much  of  the  reaction 
s  from  the  company's  flip-flop  on 
0>-  '  'nich  it  helped  create  with  IBM. 
Sol';  'pvelopers — a  dozen  of  whom 
have  'uestioned  by  the  FTC — say 

Mcroso  I'^d  the  industry  by  public- 
ji'ishin,  r  I  while  it  was  more  quiet- 
(jiotting        'v.'tegy  for  Windows,  a 

)^ipcting  Hi      .  '  for  giving  PCs  Mac- 
capabilitie       I  ns,  they  say,  Micro- 
■   g:;\.  itsell    'i'iv,:Q  headstart  in  writ- 


ing applications  programs  such  as 
spreadsheets  for  Windows.  The  result: 
Microsoft  sells  559J  of  all  Windows  appli- 
cations packages.  Microsoft  executives 
deny  that  they  misled  anybody  or  had  an 
unfair  advantage.  "There  is  always  this 
implication  that  if  you're  successful,  it's 
because  you  cheat,"  complains  Maples. 

Whether  the  criticism  is  justified  or 
not,  Microsoft's  dominance  has  made  it 
the  bete  noire  for  almost  everybody  else 
in  the  software  industry.  The  ever-hy- 
perbolic Philippe  Kahn,  Borland's  presi- 
dent, compares  Microsoft's  power  to 
that  of  Nazi  Germany.  "He  seems  like 
he  has  everything.  But  guys  with  a  lot 
of  guts  and  courage,  they  checked  Ger- 
many," he  says.  Both  Borland  and  Lotus 
Development  Corp.  are  taking  aim  at  Mi- 


WHERE  MIGHTY  MICROSOFT  IS  VULHERABLE 


OPERATING  SYSTEMS 

MS-DOS  is  still  used  on 
90%  of  IBM  PC-compa- 
tibles. But  DR  DOS  is 
doing  better  since  Digi- 
tal Research  was  bought 
by  Novell.  IBM's  OS/2, 
aimed  at  high-end  ap- 
plications, is  expected 
to  get  to  market  many 
months  before  Micro- 
soft's own  top-end  New 
Technology  package 

WORD  PROCESSING 

Microsoft's  Word  for 
Windows  had  me  mar- 
ket virtually  to  itself.  But 
in  just  three  months, 
WordPerfect's  Win- 
dows package  has 
grabbed  24%  share 


LEGAL  PROBLEMS 

Apple's  suit,  alleging 
that  Windows  violates 
its  Macintosh  software 
copyrights,  is  likely  to  go 
to  trial  this  summer.  The 
betting  is  that  Microsoft 
will  lose  and  pay  dam- 
ages. Meanwhile,  the 
Federal  Trade  Commis- 
sion is  continuing  its 
probe  of  Microsoft's 
competitive  practices 

NETWORKING 

Novell  remains  king  of 
the  hill  in  networking 
software.  Microsoft's 
next  move:  Building 
networking  into  its  forth- 
coming New  Technol- 
ogy operating  system 
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crosoft  Excel,  until  recently  the  only 
spreadsheet  for  Windows.  And  Word- 
Perfect Corp.,  the  leader  in  word-pro- 
cessing software,  is  taking  on  Micro- 
soi't's  Word  for  Windows. 

Microsoft  is  redoubling  its  marketing 
defenses.  It's  spending  $8  million  on  TV 
ads  for  Windows — the  company's  first 
video  campaign.  That's  in  addition  to  a 
blizzard  of  print  advertisements,  pam- 
phlets, and  sales  seminars.  Now,  Micro- 
soft plans  a  blitz  of  shopping  malls,  with 
computers  running  its  programs  next  to 
those  of  the  competition — a  high-tech 
Pepsi  Challenge. 

The  marketing  is  intense  because  the 
market  is  huge:  There  are  9  million  PCs 
running  Windows,  and  there  will  be  an 
estimated  9  million  more  by  yearend.  To 
take  advantage  of  Windows,  they  need 
new  applications  programs. 


Inevitably,  Microsoft's  huge  share  o 
the  Windows  applications  market  will  In 
reduced  by  competition.  That's  only  nat 
ural.  What  Microsoft  executives  won-" 
about  most  is  what  they  consider  unnat 
ural  (or,  in  Microspeak,  "totally  ran 
dom")  possibilities.  At  the  top  of  that  lis 
is  action  by  the  FTC  or  a  major  loss  ii 
the  Apple  copyright-infringement  suit 
All  evidence  is  due  by  Feb.  29,  and  Imtl 
sides  are  preparing  for  a  summer  irial^ 
Apple  alleges  that  Windows  infringes  it 
Macintosh  copyrights,  specifically  on 
covering  the  display  of  overlapping  oi 
screen  windows.  Apple  is  favored  to  wi 
and  collect  damages  that  independen 
analysts  say  could  hit  several  hundre 
million  dollars.  "I'll  move  to  Canada 
the  judge  decides  something  like  that, 
says  Ballmer.  "I  thin 
it's  so  crazy  I  don 
want  to  talk  about  it.' 

But,  Ballmer  an 
Gates  insist,  they're  no 
even  mildly  distracte 
by  such  dire  possibil 
ties.  Their  focus  is  o 
the  long-range  plan.  A 
ter  all,  when  the 
showed  the  first,  prim 
tive  version  of  Window 
in  1985,  the  doubter 
told  them  to  forget  it- 
they'd  never  come  clos 
to  Macintosh.  But  M 
crosoft's  programmer 
persisted,  and  Gate 
plowed  $100  million  int 
Windows.  Now,  he's  si 
ting  on  a  billion-doUa 
business.  So,  he's  mal 
ing  a  similar  commi 
ment — $40  million  sine 
1986 — in  the  emergin; 
technology  of  multim 
dia  computing. 
And  Gates  says  h 
has  just  begun  to  develop  the  Window 
market.  Lately,  he  has  been  promoting 
concept  called  "information  at  your  fit 
gertips."  The  idea  is  to  spread  Window 
software  all  the  way  from  handheld  PC 
to  mainframe.s — to  make  finding  and  u 
ing  computerized  information  far  easie 
than  it  is  now. 

Competitors  see  it  as  another  siniste 
plot.  "Microsoft  is  intent  on  taking  ove 
the  world,"  says  Pete  Peterson,  execi 
tive  vice-president  of  WordPerfec 
That's  a  bit  extreme,  but  it's  easy  to  se 
how  rivals  might  be  confused.  Certainl 
Bill  Gates,  with  the  dominant  compan 
in  software  and  a  $7  billion  fortune, 
on  top  of  the  world — even  if  he  doesn 
actually  own  it. 

Bij  Kathy  Rebello  in  Redmond,  Wash 
ivith  Evan  I.  Schwartz  in  New  York  an 
bureau  reports 


SPREADSHEETS 

Microsoft's  Excel  has 
been  gaining  steadily  on 
market  leader  totus.  But 
totus  now  has  started 
shipping  a  bug-free  1-2- 
3  for  Windows,  and  Bor- 
land will  have  a  Win- 
dows spreadsheet  soon 

DATA  BASES 

Microsoft  has  yet  to 
field  a  product  for  desk- 
top PCs.  With  the  acqui- 
sition of  Ashton  Tate, 
Borland  dominates  this 
key  market.  Analysts 
figure  Microsoft's  Cirrus, 
expected  this  summer, 
may  be  a  money  loser 
for  years  due  to  its  high 
development  costs 
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HOW  MICROSOFT  MAKES  OFFERS  PEOPLE  CAN'T  REFUSE 


The 


Ioe  and  Cathy  Jo  Linn 
were  weighing  job  offers 
from  Microsoft  Corp.  Tlie 
obs  looked  fine,  but  it  meant 
noving  across  the  country, 
iprooting  the  kids,  and  leav- 
ng  an  easy  hfestyle.  They 
lemnied  and  hawed  and  gave 
he  recruiters  excuses:  They 
)aiked  at  Microsoft's  notori- 
lus  80-hour  weeks.  They  re- 
used to  commute  more  than 
L  mile  from  their  home.  They 
vanted  a  big  house  in  their 
)rice  range.  They  were  in  thi' 
nidst  of  karate  lessons  in 
/irginia.  How  could  they  pos- 
;ibly  leave? 

Easy,  said  Microsoft  re- 
Tuiter  Carrie  Tibbetts.  She 
old  them  they  could  work 
'lexible  hours.  She  located  a 
;uitable  house  within  half  a 
nile  of  the  office  and  faxed 
hem  a  picture.  She  even 
bund  them  a  karate  instructor 
inns  now  work  at  Microsoft. 

Why  all  the  bother?  Explains  Tib- 
)etts:  "They're  very  smart."  Finding 
ind  hiring  the  best  is  top  priority  in 
ledmond,  Wash.  It  drives  the  No.  1 
naker  of  personal  computer  software 
.0  visit  137  campuses,  some  of  them 
'our  times  each  year.  It  prompted  the 
■eview  of  more  than  120,000  resumes 
ast  year  and  face-to-face  interviews 
vith  "  7,400  candidates— to  hire  2,000 
)eople.  It  makes  Microsoft  pull  out  the 
■tops  for  folks  like  the  Linns,  two 
^hDs  who  were  working  at  a  military 
:hink  tank  outside  Washington,  D.  C. 
Explains  Jeff  Raikes,  a  senior  vice- 
)resident:  "You  can't  hire  bad  pro- 
grammers and  get  great  software." 
1ARO  SELL.  Even  Chairman  William  H. 
jates  III  gets  in  on  the  act.  Ask  him 
vhat  the  most  important  thing  he  did 
ast  year  was  and  he  answers:  "I  hired 
I  lot  of  smart  people."  Then  he  actual- 
y  names  them.  Near  the  top  of  his  list 
s  James  Allchin,  the  former  chief  tech- 
lical  officer  at  Banyan  Systems  Inc. 
Sis  knowledge  of  networking  software 
s  critical  in  his  new  post  as  vice-presi- 
ient  for  advanced  systems.  "It  took  a 
fear  to  recruit  him,"  says  Gates  with 
;he  pride  of  the  happy  hunter. 

Allchin,  40,  knew  he  was  Gates' 
quarry.  He  kept  deflecting  Microsoft's 
)ffer,  but  Gates  kept  coming  back — 
/isiting,  calling,  flying  him  in  for  din- 
ler.  Gates  finally  won  him — at  a  35% 
)ay  cut.  "He  convinced  me  of  one 
;hing,"  Allchin  says.  "If  you  want  to 


THE  LINNS:  MICROSOFT  EVEN  FOUND  THEM  A  KARATE  INSTRUCTOR 


change  the  world — and  being  the  silly 
kind  of  guy  I  am,  I  do — I  would  have  a 
bigger  impact  at  Microsoft." 

The  company  relies  on  hundreds  of 
"hard-core"  technologists  such  as  All- 
chin. Microsoft  programmers  must  en- 
dure the  grueling  process  of  writing 
lines  and  lines  of  computer  code.  On 
average,  a  good  programmer  produces 
only  10  lines  of  bug-free  code  a  day — 


CAN  YOU  PASS  THE  TEST? 

Here's  o  lisf  of  quirky  questions  that  are 
commonly  asked  in  interviews  with  pros- 
pective Microsoft  employees.  Recruiters 
aren't  looking  for  a  definitive  answer, 
but  are  testing  how  an  applicant  thinks 

1  why  are  manhole  Y 
covers  round? 

2  How  many  gas  stations  ^ 
are  there  in  the  U.S.? 

3  If  you  were  to  put  artificial  turf 
on  all  the  Major  League  ballfields, 
how  many  square  yards  would 
you  need? 

4  why  do  many  vending  machines 
and  jukeboxes  have  both  letters 
and  numbers? 

5  If  you  were  a  product,  how  would 
you  position  yourself? 
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for  a  program  that  may  even- 
tually contain  upwards  of 
r,00,000  lines. 

Besides  tenacity,  the  best 
programmers  must  have  cre- 
ative problem-solving  skills. 
To  spot  these  talents.  Execu- 
tive Vice-President  Steven  A. 
Ballmer  came  up  with  a  tech- 
nique that  has  become  leg- 
end: seemingly  off-the-wall, 
brain-teaser  questions  (chart). 
John  Neilson,  regional  gener- 
al manager  of  Microsoft's 
New  York  office,  recalls  his 
first  sampling.  He  and 
Ballmer  were  jogging  in  Cen- 
tral Park  four  years  ago 
when  Ballmer  turned  and 
said:  "How  many  gas  stations 
do  you  think  there  are  in  the 
United  States?"  Neilson  spent 
20  minutes  puzzling  it  out. 
Now  he  uses  the  question  on 
job  candidates.  Explains 
"They  don't  have  to  get  the 
But  I  want  to  see  how 


Ballmer: 
right  answer, 
they  go  through  the  process.  If  they're 
good,  I  make  the  game  harder." 

Ballmer-like  questions  are  just  one 
way  of  weeding  out  applicants.  Young 
recruits  may  be  looked  over  several 
times  on  campus  before  they  are  flown 
to  Redmond  headquarters.  There,  they 
spend  a  day  being  interviewed  by  at 
least  four  staffers  from  different  parts 
of  the  organization.  The  process  is  so 
thorough  that  an  interviewer  may  pass 
on  details  and  comments  about  the  can- 
didate to  the  next  interviewer — via 
electronic  mail — before  the  next  ses- 
sion begins. 

The  system  has  earned  Microsoft  a 
reputation  for  bagging  much  of  the 
country's  best  young  technical,  market- 
ing, and  management  talent.  "It's  a 
machine,  the  way  Microsoft  is  set  up  in 
the  universities,"  says  Brad  Silverberg, 
a  Microsoft  vice-president. 

That  approach  keeps  Redmond 
flooded  with  candidates.  Someday, 
these  eager  youths  may  see  a  windfall 
from  Microsoft's  stock-option  plan,  but 
most  accept  less  than  the  going  rate  of 
pay  to  sign  on.  Thomas  Dimitri,  a  22- 
year-old  Microsoft  recruit  from  the 
University  of  Arizona,  had  offers  with 
bigger  salaries  from  IBM  and  Compaq 
Computer  Corp.  "The  Microsoft  nar\ic 
carries  a  lot  of  mystique,"  he  says. 
"Just  having  that  on  your  resume 
looks  great." 

By  Kathy  Rebello  in  Redmond,  Wash., 
with  Evan  I.  Schwartz  in  New  York 
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Dorit  put 
yDur  dreams 

onhdcL 


If  youVc  been  The  AcCOUd  LeOSe  Pmgmm.  attractive  rates 
wishing  to:  an  (tOflQ  ^/  *  ^  ^ 

Accord,  nows  the  time  to  "P^UyCL  fflOyitrU  end  soon,  so  don't  put  this 
-art  driving  one.  Special  two  to  five  dream  off  any  longer.  See  your  local 
:ir  leases  are  now  available  at  very  Honda  dealer  for  details. ^□□□□Q 

•Ia;.,  :i,.ir\  available  through  April  2.  1992.  but  payment  subject  to  change  after  February  29,  1992.  Only  tbrougb  participating  Honda  dealers  to  quahtied  lessees  approved  by  .■Vncncan  Honda 
Finji..  V  r  .  .T.-tion.  Subject  to  availability.  Advcniscd  rate  of  $209  pet  month  is  for  a  60-month  closed-end  lease  for  the  1992  Accord  LX  Sedan  (M/T)  with  an  MSRP  of  $16.1  IS  including  desrination 
charges  ,  :s  ,  '  c  -,  litciisc,  optional  equipment  and  services,  and  dealer  charges  not  included.  I^ase  rate  assumes  a  dealer  capital  cost  reduction  of  $1.4R^  ,S2  ($1,699.51  m  Illinois.  Indiana.  Kansas. 
Maine,  "sc  .  '  )klahonia  and  I  itah  where  no  sccunrs'  dcp<jsit  is  required);  condition  of  dealer  participation  may  affect  actual  cost.  Total  of  monthly  payments  is  $I2.54<)  IXI  plus  tax  as  applicable. 
(■  trst  montn  . .  r  ymcni,  lefundable  security  dcpf)sii  etjual  to  one  month's  payment  rounded  to  the  next  highest  $25  increment  (except  where  security  deposit  not  collected),  title,  license  and  reg- 
i-tniion  fee  .im:  the  extent  applicable  are  due  at  lease  signing.  Purchase  option  available  at  the  end  of  the  lease  for  purchase  pncc  equal  to  41^  of  MSRP.  except  in  Mississippi.  New  >'ork  and 

S;,tj:h  Dak()ta  v.  In  ■:  no  purchase  option  is  available.  Lessee  pays  f(»r  maintenance,  msurance,  any  ta^es  related  to  the  Ica^e  or  vehicle,  annual  registration,  repairs  and  excessive  wear  and  tear.  Mileage 

!-t.irt;c  of  I5f/nulc  "ivc:  I  s,(KK)  miles  pcx  year  A  disposition  fee  <*f  no  more  than  $400  is  due  if  vehicle  is  not  purchased  at  end  of  lease  term.  MSRP  and  dealer  capiul  cost  reduction  different  in  Califomia, 

W'ska  and  Hawaii.  Sec  -.our  partk  ipating  Hnndj  dealer  for  dcuils.  ©19»)1  .\mencan  Honda  Motor  Co.,  Inc. 
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GAIDAR'S 

DRASTIC 

REFORMS 


PRICES  Freed  most 
wholesale  and  re- 
tail prices  on  Jan.  2. 
The  annual  inflation 
rate  soared  to 
300% 


SPENDING  Cut 

most  industrial  sub- 
sidies, slashed 
weapons  orders  by 
85%,  and  pledged 
to  shrink  budget 
deficit  from  15%  to 
1  %  of  GNP 


TAXES  Slapped  a 
tax  of  15%  on 
food  and  28  %  on 
other  goods,  while 
imposing  an  even 
heavier  levy  on  cor- 
porate profits  and 
many  commercial 
transactions  « 


MONEY  Floated  ru- 
ble against  dollar 
on  Jan.  2,  allowing 
its  market  value  to 
plunge  below  1^'. 
Asked  West  for  $6 
billion  stabilization 
fund  to  make  ruble 
convertiblejsy  July 


INDUSTRY  Pre 

diets  20yo  plunge 
in  industrial  produc- 
tion in  1992;  plans 
toseiloff  25%  of 
state-owned  enter- 
prises and  property 
by  yeorend 


rELTSIN'S  ECONOMIC 

;hock  trooper 


egor  Gaidar  is  doing  what  Gorbachev  couldn't.  But  can  he  last? 


rhe  words  rang  like  shots:  "Pozor! 
Pozor!"  (Shame!  Shame!)  Tens  of 
thousands  of  workers,  pensioners, 
id  hardhne  Communists  marching  near 
le  Kremhn  on  Feb.  9  screamed  their  oppo- 
tion  to  Russian  President  Boris  N.  Yelt- 
n's  radical  economic  program,  demanding 
s  resignation  and  that  of  Economics  Min- 
ter  Yegor  Gaidar.  Not  a  mile  away,  at  the 
ussian  Parliament,  just  as  many  demon- 
rators  waved  placards  begging  the  pair 
ir  speedier  reforms.  "Yeltsin  and  Gai- 
ir — don't  retreat,"  one  said.  "Take  more 
idical  steps  now." 

The  Russian  Republic  has  become  a 
)untry  divided,  and  a  radical,  35-year-old 
;onomist  named  Yegor  Timurovich  Gaidar 
straddling  the  breach.  As  architect  of 
eltsin's  economic  shock  therapy,  Gaidar  is 
'obably  the  most  controversial  figure  in 
ussia  right  now,  next  to  Yeltsin  himself, 
[illions  of  Russians  became  impoverished 
/ernight  when  he  freed  prices  on  most 
oods  on  Jan.  2.  And  the  pain  has  prompt- 
i  even  Yeltsin's  own  vice-president,  Alex- 
iider  Rutskoi,  to  call  the  program  "eco- 


nomic genocide,"  while  insulting  Gaidar's 
team  as  "boys  in  pink  shorts." 

Gaidar  is  anything  but  a  sissy,  though. 
In  a  matter  of  weeks  he  has  forced 
through  the  type  of  wrenching  economic 
program  that  former  Soviet  President  Mik- 
hail Gorbachev's  economic  advisers  could 
only  talk  about.  The  goal  of  his  high-risk 
austerity  program  is  to  stabilize  Russia's 
collapsed  economy  and  integrate  it  with  the 
rest  of  the  world's.  "I  hope  to  create  the 
preconditions  for  stable  economic  growth 
in  Russia,"  he  explains  in  fluent  English. 
Such  talk  is  earning  high  marks  in  the 
West.  "He  is  the  best  macroeconomist  you 
can  find  in  the  former  Soviet  Union,"  says 
Swedish  economist  Anders  Aslund. 
NO  COUNTERWEIGHT.  But  at  home,  Gai- 
dar's harsh,  unyielding  style  only  fuels  his 
growing  unpopularity.  Many  observers 
predict  he  won't  last  long;  Yeltsin  may  be 
forced  to  buy  time  by  dumping  him.  More- 
over, some  Western  economists  question 
whether  Gaidar  is  moving  too  fast  on 
prices  without  providing  the  counterbal- 
ance of  privatization.  As  it  stands,  most  en- 


terprises are  still  in  the  hands  of  the  state, 
quashing  the  kind  of  free-market  competi- 
tion that  might  ease  the  price  hikes. 

Gaidar  insists  that  Yeltsin  fully  backs 
him  and  that  he  has  no  intention  of  resign- 
ing. He  plans  to  stick  to  traditional  macro- 
economic  discipline — relying  on  his  instinct 
for  applying  it  amid  Russia's  wildly  shift- 
ing political  currents  (table).  His  only  ma- 
jor compromise  so  far  came  in  early  Febru- 
ary, when  he  rolled  back  part  of  a 
controversial  28%  value-added  tax  on  all 
goods.  Now,  food  will  be  taxed  at  only  I57c, 
tripling  the  first-quarter  budget  deficit. 

Gaidar,  a  graduate  of  Moscow  State  Uni- 
versity, honed  his  free-market  approach  as 
a  protege  of  Stanislav  Shatalin,  one  of  the 
first  renegade  economists  to  research 
ways  to  reform  the  Soviet  economy  under 
Brezhnev.  "Before  perestroika,  we  were 
regarded  as  terrible  extremists  and  we 
were  under  strong  suspicion,"  he  recalls. 
When  Gorbachev's  reforms  loosened  press 
strictures,  Gaidar  became  chief  economics 
correspondent  for  the  journal  Kommu- 
nist.  In  late  1990,  after  a  brief  stint  at 
Pravda,  he  set  up  his  own  Institute  of 
Economic  Policy. 

It  was  there  that  Gaidar  found  a  niche: 
Anticipating  some  sort  of  Soviet  breakup, 
he  worked  out  a  program  of  economic  re- 
form exclusive  to  the  Russian  Republic. 
Better-known  economists  serving  Gorba- 
chev, such  as  Grigory  Yavlinsky  and  Niko- 
lai Petrakov,  were  caught  in  endless  de- 
bates on  how  to  reform  the  Soviet  Union  as 
a  whole.  So  when  the  August,  1991,  coup 
transformed  the  Soviet  political  situation. 
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RETIREMENT  PLANNING 
A    T  E  M  P  L  E  T  O  N 

IRA 


1 


OFFERS  YOU: 

►  .A/1  mcesimeiit  rlxfr  accimiLdmes 
:gx  deferrecf. 

►  Giobcl  inuesmieiii  opportiaiiiies. 

►  Over  tfiree  decodes  ofp*jnfoiio 
mcM^agen lem  experfeiicc. 


Templetoii 


l-8(H>325-9950  Ext.  185 


HOW  TO 
CHOOSE  A  TAX-FREE 
PORTFOLIO 

STIP  1 :  C 0 S SI D£J^  Rescerii  :£CA. \-^\ZC3.?-A. B 

^ILLD  POTLNTLAL  Lzi  - "'-  "  -  ^^^^'^ 


r  r       ^  — •-■2:1  Z^s^r:'  ■  j^j^i.  1 3£  ^j:^.^  i-,^,^^^  ^  T-  -.  -  -  - 


cc:-zi:55:c~5-     fees.  V— — ~ 


L  CH'C>OS.E  MATURTR  LfMi.. 


"  ~edia;;r-Ccr-i-  ?crcfc3j*  for  ' 


STEPS:       .  i-SOHD-^-SWPfrrc^ir  -  . 


QUESTION: 


WHICH  AREA  OF  MEDICINE  DO  YOU 
PREDICT  WILL  ACHIEVE  THE  MOST  PROGRESS 
AGAINST  MAJOR 


Diagnostic  Devices 

(e.g..  x-ray.  CAT  scan  c  :ests) 

Lifestyle  IVlodifications 


Pharmaceuticals 

(e.g..  presj  .;• 


Surgery/Procedures 

{e.g..  c\ cass  s^'oe-A .  ca:'C6'  s^'ge"> . 


Each  method  of  med  e 
portant.  but  recent  studiev 
ceutical  research  and  de 
provided  about  half  c  : 
These  studies  also  pc: : 
diseases,  such  as:  AIDS.  -  i  ^ 
leukemia,  schizophre"  -.  ' 
and  arthritis,  drug  the 
than  80%  of  futu re  p  ■  c c  5  s 

America's  pharmaceutical  res 
development  is  the  best  " 
source  of  great  pride  to 
reduces  human  suffering 
It  also  creates  the  flow  o" 
mari<etplace  that  gives  t-^ 
dustry  a  favorable  trade  c ,  _ 
small  feat  in  a  time  when  ver^  fev, 
industries  are  supplying  t''\=^ 

The  principal  source  c 
search  and  development  r  . 
year  period.  1981  thrquc 
chemical  entries"  (NC=s^ 
Food  and  Drug  Adm 


m- 


e  r  3,sease. 


■e- 

:  ;  e  10- 
J  ;V new 
}\ea  D\  i.ne  U.S. 
were  from  indus- 


try. Of  the  100  most-prescr.ced  patented  d'^.-gs 
in  the  United  States.  92  \\ve  oatented  by  p'  .- 
vate  industry.  R&D  s::  cy  U.S.-based 

pharmaceutical  cr-^v  \ceeds  an^  other 

industry  as  a  pe'  aies. 

These  facts  r.?.    .  ,-.,ggest  that  govemment 


Pitimuceutioil 
Manufaourers 
.\sodation 
Foundiiion.  Inc. 
1100  15ir.  X.  N  \V  Washingion,  D.C  20005 


tiCf. 


"lenca/i  OiOiVicOiCai  fc- 
''o\ide  the  necessary 
^  scover^  and  de\  elop- 
.  ?*  these  three  sec- 

'  t>'  is  iargeK 
.  :cessfui  track 
science, 
rj^'ces  c  "  ■  ■  ~' ' 


tr\ 


to  operate  in  a  free-market  sys- 
^ec^.ate  patent-temi  protection  are 


ve . . 
20tn  Of 
value,  a 


^de- 
- '  the 


Sheldon  G.  Gilgore.  M.D 
Chairman.  PMA  Rxindation 
Chairman  &  CEO.  Searle 


FORGET  THE  GREEN  STAMPS- 
GIVE  ME  A  TICKET  TO  MIAMI 


The  Ail'  Miles  program  lets  shoppers  rack  up  free  mileage 


R 


emember  those  trading  stamps 
that  stores  across  the  country 
to  hand  out  to  win  siio])pers' 
loyalty?  The  simple  lure  of  exchanging 
them  for  a  toaster  made  s\H  Green 
Stami)s  and  hundreds  of  similar  pro- 
grams fixtures  of  consumer  marketing 
in  the  U)r)()s  and  19(iOs. 

Some  Midwestern  consumers  can  still 
get  Gold  Bond  stami)s,  but  by  and  large, 
this  plov  has  gone  the  w 
The  Milton  Bcr/c  S/in 
Soon,  though,  the  essenc 
of  the  trading-stamp 
idea — an  incentive  that 
is  not  a  price  cut — will 
get  a  very  visible 
boost.  In  March,  Bos- 
ton-based Loyalty  Man- 
agement Group  will 
use  a  $50  milhon  pro- 
motional and  advertis- 
ing campaign  in  the 
U.  S.  and  Canada  to 
launcli  Air  Miles,  a  pro- 
gram that  uses  the 
promise  of  free  travel 
to  win  shopper  dollars 
for  specific  marketers. 
Marketing  types  ex- 
pect big  things  of  it. 
"This  will  have  a  huge 
impact  in  the  '9()s," 
says  Richard  G.  Bar- 
low, i)resi(lent  of  con- 
sultant Frequency 
Marketing  Inc.,  which 
specializes  in  frecjuent- 
shopper  programs. 

Air  Miles  lines  up 
one  spons(^r  each  in  a 
range  of  businesses, 
.  !-om   credit   cards  to 

s  station  chains,  and  retailers  in  sepa- 
territories.  By  patronizing  these 
>rs,   consumers   enrolled   in  Air 
M         '  k  up  "miles"  that  are  good  on 
Uni        '  iriines,  American  Airlines, 
I  s.\ir.        \ir  Canada.  Air  Miles  buys 
•  ats  ii'      ;he  carriers  at  a  discount 
:ik  rate      -  hooks  members  on  their 
'  flights.   :ir  Miles  gets  a  small  per- 
;ge  of  e\eri  piece  of  business  an 
liles  member  gives  a  sponsor.  It 
:  I  ■•  liandle  direct  mail  campaigns 


FREQUENT-BUYER 
MILES 

IAir  Miles  signs  up  one  sponsor 
each  in  such  categories  as 
gas-station  chains,  bank  credit 
cards,  and  department  stores 

2 Consumers  enroll  and  rack  up 
Air  Miles  for  free  trips  by 
buying  from  sponsors 

3 Air  Miles  collects  a  percent- 
age fee  on  the  business  it 
generates  for  sponsors 

4 Air  Miles  buys  discounted 
blocks  of  seats  from  airlines, 
and  awards  them  to  members  in 
exchange  for  their  Air  Miles 

DATA:  COMPANY  REPORTS 


that  target  the  heaviest  spenders  from 
Air  Miles  records. 

Airlines  have  been  using  frequent-fly- 
er plans  since  1980,  of  course.  But  many 
consumers  feel  left  out.  Sara  Linnie  Slo- 
cum,  a  lighting  designer  in  San  Francis- 
co, has  belonged  to  four  sueli  programs 
over  10  years — and  has  never  racked  up 
enough  miles  for  a  free  ticket.  "I  have 
become  extremely  cynical"  about  the 
ims,  says  Slocum. 
Keith  Mills,  Air  Miles' 
founder,  hopes  his  i)ro- 
gram  will  banish  such 
cynicism  by  bringing 
free  tickets  within  the 
grasp  of  i)eople  who 
don't  travel  on  busi- 
ness. He  says  custom- 
ers can  rack  up  miles 
by,  say,  using  a  spon- 
sor's credit  card  to  pay 
for  lodging  at  a  spon- 
soring hotel,  then 
phoning  home  on  a 
sponsor's  long-distance 
service.  He  says  a  typi- 
cal customer  could  col- 
lect enough  miles  in  a 
year  to  win  a  free  trip 
from  New  York  to 
Florida.  Charged  with 
the  task  of  enrolling 
consumers  is  Market- 
ing Vice-President  Mi- 
chael A.  Miles  Jr.,  who 
may  have  marketing  in 
his  blood  (box). 

According  to  indus- 
try sources.  Air  Miles 
already  has  such  spon- 
sors as  AT&T,  Citicorp, 
Sears  of  Canada,  and 
Time  Warner,  though  none  of  those  com- 
panies will  comment.  "By  1995,"  says 
Miles,  "we'll  have  2  million  to  5  million 
consumers  a  year  taking  trips."  The 
prospect  of  new  customers  pleases  the 
airlines.  "What's  nice  is,  we  can  fill  seats 
with  a  mechanism  that  isn't  hurting  pric- 
ing," says  L.  Anthony  Bacci,  a  manag- 
ing director  at  American.  And  since  Air 
Miles  doesn't  target  business  travelers, 
it's  unlikely  to  compete  with  the  airlines' 
own  frequent-flyer  programs. 


Those  empty  seats  inspired  the  Brit 
ish-born  Mills  to  dream  up  his  plan.  Ii 
•1988,  the  41-year-old  former  adman  per 
suaded  British  Airways  PLC  to  back  hi; 
idea — and  fly  100  marketers  to  a  castL 
in  the  Bordeaux  region  of  France  for 
feast  and  sales  pitch.  Since  then,  thi 
British  Air  Miles  program  has  reache( 
some  $40  million  in  revenues  and  picke( 
up  such  sponsors  as  Shell,  IBM,  and  Tc 
shiba.  One  sponsor,  National  Westmir 
ster  Bank  PLC,  figures  Air  Miles  ha 
helped  it  win  a  higher  share  of  British 
\'isa  and  .\ccess  credit  card  transactions 
BIG  PAYOFF.  The  U.  S.  market  is  certain 
ly  ripe  for  such  a  program.  Retailers  an- 
other marketers  know  they  have  to  pre 
mote  their  products  harder  than  ever 
But  most  promotions  involve  price  cuts 
which  tend  to  erode  a  brand's  image  an- 
encourage  shoppers  to  switch  stores  an- 
brands  in  ([uest  of  the  best  deal.  An- 


TALK  ABOUT 
BORN  TO  MARKET 


As  Air  Miles'  marketing  chief,  3( 
old  Michael  A.  Miles  Jr.  is  in 
of  recruiting  shoppers  to  th 
quent-buyer  program.  Educated  at  Yal 
versify  and  Harvard  business  school, 
spent  six  years  at  consultant  Bain  & 
where  he  worked  for  such  clients  as  S 
&  Saatchi — before  signing  on  with  Air 
His  father,  who  has  always  worked  for 
comjjanies,  didn't  think  much  of  the 
"He  viewed  my  job  at  a  startup  with 
trepidation,"  says  Miles  Jr. 

So  what  does  dad  know?  Well,  he 
chael  A.  Miles,  chairman  and  CEO  of 
Morris  Cos.  and  before  that  a  top  exe 
at  Leo  Burnett,  Heublein,  and  Kraft  G 
Foods.  Miles  Jr.  clearly  learned  a  th 
two  about  savvy  marketing  at  his  f; 
knee.  He  has  already  signed  an  inno 
deal  for  Air  Miles'  $30  million  ad  1; 
agreeing  to  put  all  of  his  network 
NBC.  In  exchange,  the  network  is  givir 
unusual  flexibility  to  change  the  timii 
content  of  Air  Miles  ads  based  on  res] 
to  previous  spots. 


with  the  growth  of  overall  consume 
spending  slow,  keeping  a  customer 
more  important  than  ever.  A  study  b 
consultants  Bain  &  Co.  concludes  that 
company  that  improves  customer  retei 
tion  by  2'.'  can  boost  profits  as  much  a 
if  it  had  cut  costs  10''.  Dozens  of  ma; 
keters,  from  Waldenbooks  Inc.  to  Volki 
wagen,  are  trying  variations  on  buyer: 
clubs  to  secure  such  loyalty. 

So  Air  Miles  has  a  promising  formul: 
But  will  it  be  a  winner?  A  lot  depends  oi 
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market! 


helher  consumers  find  the  program, 
hieh  has  to  track  mileage  points  from  a 
iriety  of  sources,  easy  to  use.  Remem- 
■riiig  which  store  or  brand  is  a  sponsor 
uld  become  a  bother — and  eventually 
deterrent,  says  Joel  C.  Ruber,  asso- 
itc  professor  of  marketing  at  Duke 
niversity  and  a  student  of  promotional 
ans.  "Gradually,  people  come  to  realize 
tiat  the  real  cost  is  and  stop,"  he  says, 
id  defection  among  sponsors  could 
nfuse  customers.  Burton  Group  PLC,  a 
•itish  apparel  retailer,  dropped  Air 
iles  in  1990  after  concluding  it  wasn't  a 
rong  enough  selling  tool,  especially  in 
recession. 

And  it's  not  as  though  other  programs 
en't  out  there.  You  can  spend  money 
ing  Citibank's  Visa  card  to  rack  up 
iles  on  American  Airlines.  Or  you  can 
e  American  Express  to  earn  miles  on 
veral  carriers  in  the  Membership  Miles 
ogram.  U.  S.  Sprint  Communications 
).  and  Holiday  Inns  Inc.  have  mileage- 
/ard  programs,  too. 


LES  JR.:  DAD  HAD  HIS  DOUBTS 


Mills  figures  that  with  a  stable  of  up 
20  heavy-duty  sponsors  to  start,  his 
ogram  will  have  a  scope  unmatched  by 
y  other  loyalty  plan.  As  for  customer 
rnoff,  he's  setting  up  an  administra- 
'e  center  in  Florida  to  make  the  pro- 
am  as  painless  as  possible.  It's  an  im- 
essive  plan.  The  challenge  is  to  make 
is  clever  version  of  trading  stamps 
ke  wing. 

By  Gary  McWilliams  in  Boston,  with 
irk  Maremont  in  London 


The 

Gabelli 

Growth 

Fund 


Elizabeth  R.  Bramwell,  CFA 

President  &  Chief  Investment  Officer 


A  diversified  mutual  fund  seeking  capital  growth 
by  an  eclectic  earnings-driven  approach. 


$1,000  Minimum  Initial  Investment 

For  a  prospectus,  please  call 

1-800-GABELLI 

1-800-422-3554 


Average  Annual  Returns 
Through  12/31/91  (a) 


One  Year  +34.3% 
Three  Year  +22.6% 
Life  of  Fund*  +20.8% 

'From  inception  on  April  10. 1987 


Gabelli  &  Company,  Inc.  The  Gabelli  Growth  Fund 
One  Corporate  Center    •    Rye,  New  York  10580-1435 

(a)  Average  Annual  Returns  reflect  changes  in  share  price,  reinvested  dividends 
and  capital  gains  and  are  net  of  expenses.  Investment  results  and  the  principal 
value  of  an  investment  will  vary.  The  past  performance  noted  above  does  not 
guarantee  future  results.  When  shares  are  redeemed,  they  may  be  worth  more  or 
less  than  their  original  cost.  The  prospectus  contains  more  complete  information, 
including  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 


DESIGNED  TO  ORGANIZE  YOUR  FUTURE 

1992         r  .     BUSINESSWEEK  PLANNERS 

At  15% 
Off 


SMART  PLANNERS... 

for  the  executive  with  places  to  go  and  people  to 
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THE  UHTAPPED  POWERS 
OF  THE  INDIAHA  BAHAMA 


FOR  THE  HIGH-TECH  DUFFER, 

A  CRAY-PESIGHED  CLUB  

Here's  news  that  could  lead  avid  golfers  to  a  lower  handi- 
cap: MacGregor  Golf  Co.  in  Albany,  Ga.,  has  introduced 
tlie  T-92(),  a  golf  club  made  of  titanium  and  designed  on  a  Cray 
^MVIP  supercomputer.  MacGregor  design  engineers,  working 
with  Cray  Research  Inc.,  simulated  the  impact  of  a  titanium 
driver  striking  a  golf  ball  at  100  miles  an  hour — the  approxi- 
mate speed  of  a  normal  swing.  The  analysis  led  to  such  im- 
provements as  a  larger  head,  longer  shaft,  and  special  corru- 
gated surfaces  on  the  crown  and  sole  of  the  club  to  stiffen  the 
I  .structure.  A  ball  hit  with  this  club,  when  physically  tested, 
I  traveled,  on  average,  seven  yards  farther  than  one  struck  with 
a  conventional  club,  says  Clay  Long,  MacGregor's  vice-presi- 
1  d<:'nt  for  research  and  development. 

The  simulation  program  can  also  be  used  to  improve  the 
j  design  of  tennis  racquets  or  hockey  sticks,  says  Cray  Re- 
search's Carlos  Marino,  director  of  the  industry  science  and 
technology  group.  But  all  this  sophistication  doesn't  come 
heap:  Suggested  retail  for  the  T-920,  which  will  be  available 
.  March,  is  $500  per  club. 


"ARISTOCRAT  AMOHG  CHIPS 
Ik    IFOR  THE  PC  

^Oi  .  chipmakers  figured  that  circuits  etched  on  galli- 
--^  urn  ai  -de  wouldn't  find  much  of  a  market  beyond  eso- 
militii  ,  ;!nd  aerospace  uses — and  perhaps  in  the  fastest 
.percompiae-  Although  electrons  zip  through  them  much 
ster  than  ri;  .  ugh  silicon  chips,  they  were  hard  to  make, 
•|'e!isive.  and  i  ss  densely  packed  with  transistors. 
a'ow.  v'icesse  .Semiconductor  Corp.  has  done  what  once  was 
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considered  impossible.  This  month,  it  announced  that  it  cai 
reliably  manufacture  gallium  arsenide  chips  with  more  thai 
1.2  million  transistors.  That's  about  as  many  as  Intel  Corp.' 
state-of-the-art  i486  microprocessor,  the  heart  of  today's  mos 
powerful  personal  computers.  That  means  chip  designers  wi 
be  able  to  transfer  their  silicon  designs  to  gallium  arsenide- 
and  score  a  two-  to  fourfold  gain  in  performance.  So  fai 
Convex  Computer  Corp.  has  been  the  highest-volume  custome 
for  gallium  arsenide  semiconductors.  It  uses  earlier  Vitess 
chips  in  its  C-3  minisupercomputers,  introduced  last  year. 


GROWIMG  CLEAM  AIR 

DOWM  OH  THE  AIGAE  FARM  

Slimy  green  algae  may  be  an  answer  to  a  serious  enviroi 
mental  problem:  air  pollution.  New  England  Electric  Sy^ 
tem,  based  in  Westborough,  Mass.,  is  looking  at  large-seal 
algae  farming  as  a  way  to  offset  carbon  dioxide  emission 
from  its  power  plants.  That's  because  seaweed  and  othe 
forms  of  marine  algae  consume  vast  amounts  of  carbon  (liu> 
ide,  a  gas  that  some  scientists  suspect  is  a  major  cause  o 
global  warming.  As  farfetched  as  the  idea  may  seem,  it' 
similar  to  one  being  explored  by  some  utilities  as  a  way  t 
comply  with  the  Clean  Air  Act:  planting  trees.  One  indepei 
dent  power  producer,  Applied  Energy  Services  Inc.  in  Arliu}. 
ton,  Va.,  is  planting  acres  of  trees  in  Guatemala  on  the  theor 
that  they  will  soak  up  as  much  CO^  as  its  Connecticut  powe 
plant  will  produce  in  its  lifetime. 

Algae  farming  is  still  in  its  infancy.  The  scant  research  don 
to  date  involves  lab  experiments  in  which  iron  has  been  use 
successfully  as  an  algae  fertilizer,  says  Bradley  H.  Spooiiei 
manager  of  environmental  planning  for  NEES.  Based  on  earl 
findings,  Spooner  says  algae  farming  has  even  greater  potei 
tial  for  CO^  absorption  than  tree  farming.  But  don't  look  f( 
any  concrete  results  soon.  NEES  is  still  looking  for  a  consultai 
to  hel[)  it  figure  out  whether  the  plan  will  work. 


WAHT  TO  LIVE  LOMGER? 
STUDY  FRUIT  FLIES  AMD  WORMS 


Scientists  have  always  thought  that  all  species  have  a 
allotted  time  on  Earth,  determined  by  the  laws  of  natun 
But  new  experiments  on  fruit  flies  and  worms  persuade  sorr 
researchers  that  aging  can  be  postponed.  Created  by  selectiv 
breeding  at  the  University  of  California  at  Irvine  and  tl 
University  of  Colorado,  these  "Methuselah"  animals  live  up  1 
twice  as  long  as  normal.  "Aging  is  something  we  can  manipi 
late,"  says  Irvine  evolutionary  biologist  Michael  R.  Rose. 

Among  the  scores  of  genes  that  control  life  span,  the  sciei 
tists  isolated  one  that  plays  a  crucial  role.  Both  the  long-live 
flies  and  worms  harbor  a  gene  for  a  particularly  potent  for 
of  an  enzyme  called  superoxide  dismutase.  Because  it  detoy 
fies  harmful  substances  in  cells,  this  enzyme  may  slow  tl 
damage  that  causes  aging.  When  geneticist  James  E.  Flemii 
of  the  Linus  Pauling  Institute  of  Science  &  Medicine,  workir 
independently,  inserted  the  gene  into  fruit  flies,  it  boosted  li 
spans  by  up  to  15'/'. 


SCIENCE  &  TECHNOKf^ 


Purdue  University's 
Jerry  L.  McLaugh- 
lin has  always  had  good 
reason  t(j  suspect  that 
the  paw-paw  tree,  some- 
times known  as  the  Indi- 
ana banana,  is  a  poten- 
tial pharmacy.  Eating 
the  shrub's  bananalike 
fruit  when  he  was  a  kid 
made  him  sick.  Years 
later,  as  a  chemist,  he 
reasoned  that  the  plant 
contained  potent  chemi- 
cals that  just  might  be 
medicinal.  So  when  McLaughlin  devised  two  simple  tests  to 
screen  plants  for  biological  activity — seeing  if  they  kill  ocean 
shrimp  or  plant  cancer  cells — he  included  the  paw-paw. 

Sure  enough,  he  found  that  a  substance  in  paw-paw  twigs  is 
a  powerful  jjesticide  against  many  insects.  That  explains  why 
insects  hardly  ever  dine  on  the  tree.  He  also  discovered  anoth- 
er substance  in  the  tree  that  kills  cancerous  leukemia  cells  in 
mice.  It  is  300  times  as  potent  as  taxol,  a  promising  cancer 
drug  extracted  from  the  bark  of  the  yew  tree.  McLaughlin  is 
now  trying  to  get  companies  interested  in  developing  the  two 
chemicals. 


One  Franklin  Discovery 


More  Franklin  Discoveries... 

In  1752,  Benjamin  Franklin  discovered  the  nature  of  elec- 
tricity. Today,  the  Franklin  Group  of  Funds  continues  that 
spirit  of  innovation  by  creating  powerful  investments  for 
your  portfolio: 

Tax-Free  Municipal  Bond  Funds.  Franklin  was  a  pioneer  in 
creating  tax-free  investments.  Today,  Franklin  offers  federal 
and  state  tax-free  funds  that  invest  in  long-term  municipal 
securities  and  deliver  tax-free  income  dividends. t 

Franklin  Adjustable  U.S.  Government  Securities  Fund. 

You  can  energize  your  portfolio  with  another  Franklin  first. 
This  innovative  fund  invests  in  a  portfoho  of  adjustable  rate 
mortgage-backed  securities,  so  its  shares  remain  relatively 
stable  in  value  as  interest  rates  change. tT 

Franklin  Utilities  Fund.  It  seems  only  natural  that  Franklin 
should  have  offered  America  its  first  utilities  fund.  This 
fund  offers  investors  the  opportunity  to  receive  current 
income  and  steady  dividend  growth.tt 


tpor  investors  subject  to  the  federal  alternative  minimum  tax,  a 
small  portion  of  the  income  may  be  subject  to  such  tax. 
ttlnvestment  return  and  principal  value  will  fluctuate  with 
market  conditions. 


To  learn  more  about  these  investment  opportunities, 
call  for  a  free  brochure. 

1-800-342-FUND  Ext.  997 


r 


Franklin  Distributors,  Inc. 
777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 

Yes!  1  would  like  a  prospectus  containing  more  complete 
information,  including  charges  and  expenses  on  the  fund(s) 
checked  below.  I  will  read  the  prospectus(es)  carefully  before 
I  invest  or  send  money. 

□  Tax-Free  Municipal  Bond  Funds 

Your  state:  

□  Franklin  Adjustable  U.S.  Government  Securities  Fund 

□  Franklin  Utilities  Fund 
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POLLUTION  CONTROL  I 


THE  GREEN  GIANT? 
IT  MAY  BE  JAPAH 


Environmental  equipment  and  sldlls  could  be  its  hot  new  products 


Two  decades  ago,  Japan  was  choking 
on  its  own  filtli.  Acrid  clouds  of  pho- 
tochemical smog  from  car  and  fac- 
tory emissions  assaulted  residents  of  major 
cities.  Then,  two  oil  crises  led  to  energy 
shortages  and  sent  prices  spiraling.  That 
walloped  Japan,  a  huge  oil  importer,  hard- 
er than  other  industrial  countries.  Some- 
thing had  to  be  done. 

So  the  government  enacted  draeonian 
measures  to  clean  things  up.  Other  laws 
fostered  energy  efficiency — a  byproduct  of 
which  is  less  pollution.  Now,  after  years  of 
investments  that  produced  dramatic  gains 
at  home,  Japan  is  looking  abroad.  Mitsubi- 
shi Heavy  Industries  Ltd.  and  Hitachi  Ltd., 
among  others,  are  criss-crossing  Europe, 
Asia,  and  the  U.  S.,  striking  deals  on  equip- 
ment or  licensing  their  approach  in  every- 
thing from  plant  design  to  waste-water  and 
air-pollution  control.  The  Japanese  have  a 
lead  over  the  U.  S.  and  Germany  in  pollu- 
tion technology  for  basic  industry,  and  To- 
kyo is  spending  $4  billion  a  year  to  broaden 
the  country's  environmental  skills.  Jerry 
D.  Newton,  Far  East  marketing  manager 
for  environmenUd  and  geographic  informa- 
tion systems  at  Digital  Ecpiipment  Corp., 
has  just  returned  from  surveying  such  ef- 
forts. Japan,  he  confirms,  "is  starting  to 
target  the  environmental  market." 
SEAWEED  POWER?  The  green  technologies 
being  developed  in  Japan  span  a  broad 
range  of  industries.  Steelmakers,  who 
spew  out  257'  of  the  country's  carbon  diox- 
ide, a  greenhouse  gas,  have  slashed  energy 
consumption  per  ton  of  steel  by  207  since 
the  mid-1970s.  Already,  the  world's  most 
energy-efficient  producers,  these  compa- 
nies hoi)t'  to  cut  energy  use  a  further  10 
points  with  a  new  process,  called  direct 
iron-ore  smelting,  which  is  due  out  in  1994. 
"Jeanwhile,  Toyota,  Nissan,  Honda,  and 
i.izda  are  pushing  hard  to  raise  fuel  effi- 
•  'v  and  slash  emissions.  And  Tokyo 
i  -ic  Power  recently  unveiled  an  electric 
cui  ■  broke  two  world  records.  It  hit  a 
peal<  '09  mph  and  drove  340  miles  on  a 
single  :  'ery  charge  at  25  mph — much 
^'.irther  t;-.  U.  S.  models  go. 
1 'inovatiu  ^sn't  limited  to  smokestack  in- 
•  nes.  Con,-! ruction  giants  Taisei  Corp. 
nt  Kajima  Corp.  have  integrated  systems 
ic  M.jrting  and  transporting  waste  within 
(j  'iKe  buildings  and  complexes.  Sanyo, 


Sharp,  and  Matsushita  Electric  Industrial 
dominate  the  world  market  for  solar  bat- 
teries, and  Fuji  Electric  Co.  leads  in  fuel- 
cell  technology.  Last  year,  Matsushita  Bat- 
tery Industrial  Co.  commercialized  the 
world's  first  mercury-free  alkaline  batter- 
ies. It  licensed  the  technology  to  Rayovac 
Corp.,  the  No.  3  U.  S.  battery  producer. 

Now,  the  Japanese  government  is  fund- 
ing more  exotic  projects.  The  latest,  led  by 
the  Ministry  of  International  Trade  &  In- 
dustry (M!T1),  aims  to  use  biotech  to  make 
hydrogen,  the  cleanest-burning  of  all  fuels 
and  one  that  experts  think  is  the  great 
hope  for  the  21st  century.  Making  hydro- 
gen now  requires  huge  amounts  of  electric- 
ity to  separate  the  gas  from  water.  MlTl's 
idea  is  to  use  gene-splicing  and  other  tech- 
niques to  boost  the  productivity  of  hydro- 
gen-producing microbes  and  seaweed.  If 
this  works,  MITl  says,  the  benefits  could 
far  exceed  those  of  solar  cells  and  other  en- 
ergy sources  it  has  backed  so  far. 

Whenever  possible,  Japan  is  focusing  on 
integrated  systems  that  minimize  waste — 
and  create  new  markets.  Nippon  Steel 
Corp.,  for  example,  is  converting  coal  ash 
to  zeolite,  a  mineral  used  in  water  treat- 
ment. Researchers  at  the  Japan  Atomic  En- 
ergy Research  Institute,  Chubu  Electric 


Power  Co.,  and  Ebara  Corp.  are  workii 
on  a  project  to  convert  sulfur  and  nitrogt 
oxides — the  chief  causes  of  acid  rain — in 
ammonium  sulfate  and  ammonium  nitrat 
which  can  be  used  in  fertilizers.  The  tec- 
nique  has  been  licensed  to  research  groui 
in  the  U.  S.,  Poland,  and  Germany. 

To  be  sure,  Japan  faces  plenty  of  obst 
cles.  U.  S.  and  European  competitoi' 
haven't  been  standing  still.  Japan  produce 
some  of  the  world's  most  advanced  incine 
ators,  for  instance,  but  relatively  few  ( 
the  2,000  in  operation  are  rigged  to  produc 
electricity.  The  U.  S.  has  the  lead  in  sue 
cogeneration  systems,  and  the  Ener^ 
Dept.  funds  leading  research  in  a  broa 
range  of  advanced  energy  technologies. 

Moreover,  as  with  earlier  efforts  in  seir 
conductors  and  consumer  electronics,  J; 
pan  is  starting  from  a  small  base.  Domest 
orders  for  environmental  equipment  la: 
year  totaled  just  $5.8  billion,  and  exports  c 
such  gear  account  for  less  than  107  of  J: 


PUSHIHG  FOR  GREEN 
TECHHOLOGIES 

Japan  is  making  a  major  effort 
to  develop  and  export  pol- 
lution control  gear 
and  expertise 


INCINERATING  WASTE 

With  limited  space  for  land- 
fill, .lopon  builds  powerful,  low- 
emission  incinerators  for  every  type  of 
solid  and  liquid  waste 

GREENING  THE  AUTO  INDUSTRY  The  less  fuel 
burned,  the  less  CO2  released.  Japan's  auto  companies 
ore  racking  up  'green'  innovations,  from  lighter  body  materi- 
als to  lean-burn  engines  and  better  catalytic  converters 

MANAGING  STEEL  PLANTS  Steel  makers  produce  35%  of  Japan's  indus- 
trial waste,  more  than  any  other  industry.  So  the  most  modern  plants  are  de- 
signed to  recycle  much  more  heat  and  waste  product 

TREATING  WASTE  WATER  Japa  n's  heavy  industrial  companies  are  exporting  sewage- 
control  and  sludge-treatment  equipment  and  expertise  to  other  Asian  countries 

CREATING  ALTERNATIVE  ENERGY  The  best  solution  to  global  warming?  Cease  all  green- 
house gas  emissions.  Japan  is  the  world  leader  in  solar  and  fuel  cell  technology 

REMOVING  COj  The  government  and  electric-power  companies  ore  doing  exotic  research, 
such  as  using  genetically  engineered  micro-organisms  to  gobble  up  COj 

NEUTRALIZING  FLUE  GASES  A  dozen  Japanese  companies  sell  equipment  to  remove  sul- 
fur oxides  and  nitrous  oxides  from  the  stacks  of  steel  and  electric-power  plants 
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SCIENCE  &  TECHNOLOl'' 


What  better  way  to  soak  up  the  flavor  of  Hurope  than  behind  the 
wheel  of  your  own  new  1992  Mercedes-Benz?  Especially  when 
you  can  enjoy  certain  cost  savings,  a\'ailable  through  the 

Mercedes-Ben/ 


Savor  Europe 
and  bring  home  the 
feehng  intact. 


European 
Delivery 

program?  Note    ^  ^-^ 
these  benefits:  •»  Purchase  or  lease 

savings  on  most  models,  including 
the  new  S-Class.*  Two  free  nights  in  a 
selected  first-class  hotel.  Special  low 
airfares."  Free  shipment  of  your  new 
car  trom  man\'  centers  in  Europe  to  your 


'^^'^f^^^f  '^'f'^^'^^-     authorized  Mercedes-Benz  dealer  in  the  U.S.  And  more. 

Discover  Europe  in  comfort,  then  bring  back  one  of  its  finest  accom- 


plishments. For  information, 
return  the  coupon 
below  or  call 
1-800-245-7001. 


MERCED  HS-HHXZ  F.URC)1M-.\N  Dl,  1  IXUn'  PRO  CRAM 


Mail  to:  Mercedes-Benz  of  North  America,  Inc.,  P.O.  Box  751017,  Memphis,  TN  38175-1017 
Please  send  me  further  mtormation  on  the  Mercedes-Benz  European  Delivery  program. 


Name- 


-Companv- 


Address- 
City  


-State- 


Zip. 


-  Telephone . 


B2242 


"European  neliver)-  not  available  on  500E  and  600 SEL.  Certain  other  models  subject  to  availability.  '"Airline  package  available  through  Delta,  Lufthansa,  or  K1..M. 
Package  is  subject  to  change  without  notice.  Certain  restrictions  apply.  O  1992  MERCEDES-BKNZOF  N.A.,  INC.,  MOMA  \l  IM  MKMBHROHTHt  DAIMl.FR  ms/  I.ROl'l' 


m's  industrial  i)n)duclion.  Still,  by  the 
lar  2000,  Jaiiaiioso  companies  will  be 
anking  out  $12  billion  worth  of  waste  in- 
leralors,  air-pollution  e(iuipment,  and  wa- 
r-treatment devices  a  year,  predicts  the 
.pan  Association  of  Industrial  Machinery. 
To  expand  overseas,  Japan's  stratefjy  is 
use  joint  ventures.  In  the  U.  S.,  Mitsubi- 
li  Heavy  Industries  has  teamed  up  with 
miinfj  Inc.  in  Durham,  N.  C,  ,to  use 
emical  catiilysts  to  remove  nitrogen  ox- 
es  from  coal-fired  power  plants.  Ebara 
IS  tji{)ped  Zurn  Industries  Inc.  in  Erie, 
1.,  to  build  industrial  waste  incinerators — 
id  Ebara  director  Yoshio  Hirayama  ex- 
icts  joint  venture  sales  of  $160  million  a 
lar  by  1993.  Ishikawajima-Harima  Heavy 
dustries  has  licensed  its  nitrogen-oxides- 
moval  technology  for  industry  and  power 
ants  to  America's  largest  boilermaker, 
)ster  Wheeler  Energy  Corp. 
:rubbing  up.  Still,  U.  S.  factories  have  a 
eak  incentive  to  buy  all  this,  given  cheap 
lergy  prices  and,  by  Japanese  standards, 
X  air-quality  laws.  In  fact,  although  U.  S. 
•oss  national  product  is  only  twice  as  big 

Japan's,  America's  total  emissions  of 
ilfur  and  nitrogen  oxides  were  many 
Ties  those  of  Japan  in  1990,  says  the  Or- 
mization  for  Economic  Co-operation  & 
pvelopment.  The  U.  S.  also  accounts  for 
1%  of  the  world's  carbon-dioxide  emis- 
3ns,  vs.  less  than  57'  for  Japan.  "The 
!ed  for  new  technology  is  apparent,"  says 
atsuya  Sato,  senior  technical  officer  at 
ipan's  environment  agency.  "But  the  gap 

energy  prices  and  pollution  standards 
ill  be  a  barrier."  Even  so,  the  Japanese 
e  opportunity  in  the  new  Clean  Air  Act, 
hich  will  take  effect  this  decade. 
In  Europe,  where  companies  such  as 
sea  Brown  Boveri  Inc.  have  stayed  on  the 
chnological  cutting-edge  and  where 
ants  are  often  better  equipped  than  in 
le  U.  S.,  the  Japanese  have  also  been  sign- 
g  joint  ventures.  Ebara  recently  licensed 
5  incinerator  technology  to  Abfall  Beseiti- 
ings  Technologien  (ABT),  which  already 
IS  orders  from  the  cities  of  Berlin  and 
acomer,  Italy.  And  Mitsubishi  is  working 
le  frontiers.  "We're  very  interested  in 
orthern  Europe,  as  well  as  Poland  and 
zechoslavakia,"  says  Mitsubishi  Heavy 
jneral  manager  Kazuhiko  Kusakabe. 
Asia,  however,  is  Japan's  top  priority. 
he  goverment  has  earmarked  Official  De- 
!lopment  Assistance  (ODA)  funds  to  subsi- 
ze  environmental  projects  there.  Last 
immer,  for  example,  MITI  proposed  bun- 
ing  aid  projects  aimed  at  energy  develop- 
ent  in  China,  Malaysia,  and  Indonesia 
ith  ODA  subsidies  for  Japanese  environ- 
ental  equipment  purchases. 
As  competition  in  environmental  technol- 
jies  heats  up,  Japan's  moves  could  spark 
!W  trade  tensions.  But  then  again,  maybe 
)t:  Competitors  will  be  hard-pressed  to 
iim  unfair  trade  when  the  issue  is  aiding 
e  survival  of  planet  Earth. 

By  Neil  Gross  in  Tokyo 


MCE  &  TECHNOLOGY 


Government-Backed  Quality 

VANGUARD'S  LOWER  COSTS 
MEAN  HIGH  CURRENT  GNMA  YIELDS. 


If  you  are  seeking  high  current 
income  and  relative  safety  consider 
the  Vanguard  GNMA  Portfolio. 

In  addition  to  the  high  current 
yield  of  Ginnie  Mae  certificates, 
this  Portfolio  offers  the  Vanguard 
cost  advantage.  For  example,  the 
Portfolio's  annual  operating  costs, 
as  a  percentage  of  net  assets,  are 
less  than  one-third  the  average  for 
a  fixed  income  fund— 0.34%  vs. 
1.06%f  And  all  things  being  equal, 
lower  costs  mean  higher  yields. 

The  U.S.  Government  backing 
assures  timely  payment  of  princi- 
pal and  interest  on  Ginnie  Maes 
and  minimizes  credit  risk.  Share 
price  and  yield,  of  course,  fluctuate 
with  interest  rates.  And  there  is 
prepayment  risk  when  rates 
decline.  Initial  investment  in  this 
no-load  Portfolio:  $3,000;  $500 
forlRAs. 


Call  1-800-662-SHIP 

Any  Hour,  Any  Day 
For  a  Free  GNMA  Portfolio 
Information  Kit. 

*Lipper-Director's  Analytical  Service. 

'"piease  send  me  a  free  GNMA  Portfolio""' 
Information  Kit  containing  a  prospec- 
tus with  more  complete  information  on 
advisory  fees,  distribution  charges  and 
other  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money  Also  send 
me  information  on: 
□  IRA  (71)  DKeogh/PensionCTO) 

Vanguard  GNMA  Portfolio 
RO.  Box  2800 

Valley  Forge,  Pennsylvania  19482 

Name  


Address - 


City. 

(28) 


State. 


.  Zip. 


TH^ariOTardGROUP 

*i#OF  INVESTMENT  OOMmNIES 


AH 


I 
I 


You  just  separated  your  trash. 


Recycling 

is  easy,  isn't  it? 

In  fact, 

it's  one  of 

the  easiest  ways 

you  personally 

can  make  the  world 

a  better  place. 


If  you'd 
like  to  know  more, 
send  a 
postcard  to 
the  Environmental 
Defense  Fund-Recycling, 
257  Park  Ave.  South, 
NY,  NY,  10010. 


You  will  find 
taking  the  first 
step  toward 
recycling 
can  be  as  easy 
in  practice 
as  it  is 
here  on  paper 


RECYCLE 
It's  the  everyday  way  to  save  the  world. 
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airs 


LAWYERS  I 


THESE  RADICALS  HAVE 
THE  RIGHT  WING  CHEERING 


The  Institute  for  Justice  is  on  a  crusade  for  property  rights 


The  Institute  for  Justice  could  be 
called  the  ACLr  of  the  right.  Mod- 
eled after  the  American  Civil  Lib- 
erties Union  and  other  liberal  public-in- 
terest groups,  the  institute  is  borrowing 
the  successful  tactics  of  these  organiza- 
tions to  push  a  radically  different  agen- 
da. Instead  of  focusing  on  the  rights  of 
disadvantaged  groups,  it's  promoting  a 
broad  agenda  that  includes  boosting  the 
rights  of  property  ownere.  And  conser- 
vatives are  cheering.  "There  are  literally 
hundreds  of  groups  on  the  lib- 
eral side,"  says  U.  S.  Chamber 
of  Commerce  counsel  Stephen 
A.  Bokat.  "There's  room  for 
competition." 

Founded  last  fall,  the  insti- 
tute is  the  brainchild  of  two 
foot  soldiers  from  the  Reagan 
Revolution.  They  are  former 
Energ}-  Dept.  counsel  William 
H.  Mellor  III  and  Clint  Bolick, 
a  former  Justice  Dept.  lawyer 
who  also  worked  as  a  top  aide 
to  Clarence  Thomas  at  the 
Equal  Employment  Opportuni- 
ty Commission.  The  institute  is 
partly  funded  by  the  conserva- 
tive David  H.  Koch  Charitable 
Foundation  in  Wichita. 

These  crusaders  are  hoping 
to  reverse  decades  of  U.  S.  Su- 
preme Court  precedents  by 
l)reathing  new  life  into  the 
Constitution's  guarantee  that 
"no  person  shall  be  deprived  of 
life,  liberty,  or  property  with 


point  that  the  Constitution  makes  no  dis- 
tinction between  individual  liberties  and 
the  economic  rights  of  property  owners. 

This  is  a  propitious  time  for  the  insti- 
tute to  enter  the  fray.  More  than  half  of 
all  federal  judges  are  Reagan  and  Bush 
appointees,  and  the  Supreme  Court  is  in 
the  grasp  of  conservatives.  Two  justices, 
Thomas  and  Antonin  Scalia,  are  avowed 
advocates  of  property  rights.  In  a  Jan. 
27  ruling  that  may  foreshadow  other  de- 
cisions. Thomas  authored  a  6-to-3  opinion 


whose  Cornrows  &  Co.  has  been  provid 
ing  natural  braids  to  local  African- Amer 
"leans  for  more  than  a  decade.  He's  chal 
lenging  a  District  of  Columbia  ordinancf 
that  would  close  his  salon  because  hi; 
workers  are  not  licensed  cosmetologists 
"You  would  think  I  have  a  businesi 
practicing  gene-splicing,"  says  Uqdah 
"It's  ridiculous." 

UNFAIR  PENALTY.  To  Bolick  and  Mellor 
the  cases  show  how  government  can  sti 
fie  free  enterprise  and  individual  choice 
The  institute,  which  represents  Uqdal 
and  has  filed  a  friend-of-the-court  brie 
backing  Lucas,  wants  to  use  such  case: 
to  push  a  libertarian  agenda  (table).  Bu 
opponents  argue  that  business  regula 
tions  protect  a  broader  public  interest. 

In  1989,  the  institute  scored  a  victor 
when  a  federal  judge  in  Washingtor 
D.  C,  ruled  unconstitutional  an  84-yeai 
old  law  banning  shoeshine  stands.  Bolick 
contends  that  such  laws  unfairly  pena^ 
ize  outsiders,  who  often  lack  income  o 


THE  INSTITUTE'S 
AGENDA 


EDUCATION 


Favors  school  choice 
programs  that  let  poor 
students  use  public  mon- 
ey for  private  schools 


ECONOMIC  RIGHTS 


Opposes  restrictive  zon- 
ing, growth-control  ordi- 
nances, and  job  licensing 
requirements 


HOUSING 


Opposes  rent  control 
and  "linkage"  lows  that 
force  developers  to  pro- 
vide low-income  housing 
to  get  building  permits 

DATA  BW 


REAGAN  WARRIOR  BOUCK:    l^REE-MARKET  SOLUTIONS' 


out  due  process  of  law."  While  liberal 
interest  groups  have  focused  on  the  first 
two  guarantees,  the  institute  is  demand- 
ing equal  recognition  for  the  third.  The 
change  in  emphasis  could  unravel  de 
cades  of  government  regulation. 
if-rQ  THE  FRAY.  At  the  turn  of  the  centu- 

■■  i  I'urts  look  a  broader  view  of  proper- 
ly r  ;:lits.  The  concept  was  even  used  to 
stnkc  down  health  and  safety  regula- 
■Mns  tha',  for  example,  limited  the  num- 
"or  of  hours  children  could  work.  From 
^■■e  l>epro-<si(>n  on,  courts  have  empha- 
'  r^ed  I'u-  ;ii<tj  liberty,  creating  a  panoply 

■'  r.Tottctions  for  criminal  defendants 
viciinis  of  discrimination.  Now,  con- 
-■•;  -  ;.livr;  :egal  theorists  are  pushing  the 


holding  that  union  organizers  could  not 
trespass  on  company  property  to  recruit 
members.  "We'd  be  tilting  at  windmills 
were  it  not  for  a  dramatically  different 
judiciary,"  says  Bolick. 

The  institute  is  pressing  its  theories  in 
two  pending  cases.  On  Mar.  2,  the  Su- 
preme Court  will  hear  the  case  of  Da\nd 
H.  Lucas,  who  builds  shore  homes  in  his 
native  South  Carolina.  Lucas  is  seeking 
$1.2  million  from  the  state,  which  barred 
him  from  developing  two  half-million-dol- 
lar seafront  lots  in  1988  when  it  passed  a 
law  protecting  its  beaches. 

The  second  case  is  in  federal  court  in 
Washington,  D.  C,  and  concerns  Taalib- 
Din  Abdul  Uqdah,  a  Muslim  hairdresser 


education.  As  a  result  of  the  ruling,  Eg 
Brown,  a  vendor,  still  employs  homeles 
people  and  teenagers.  "We  want  to  e 
tablish  free-market  solutions  to  the  prol 
lems  of  low  income,"  says  Bolick. 

Liberal  advocacy  groups  attack  sue 
claims.  Says  Ralph  G.  Neas,  executi\ 
director  of  the  Leadership  Conferen( 
on  Civil  Rights:  "The  institute  and 
allies  refuse  to  address  the  systemic,  i: 
stitutional  discrimination  in  our  society 

Perhaps.  But  with  conservative  cour 
reinterpreting  the  Constitution,  the  inst 
tute's  agenda  may  be  more  in  sync  wil 
the  times,  however  distasteful  to  liber 


groups. 


By  Tim  Smart  hi  Washmgtc 
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LEGAL  AFf 


HOTELS 


Business  travelers  are  seeing  the  trees  for  the  forest. 

Finally,  a  hotel  that  respects  today's  financial  en\ironment.  At  Doubletree,  you  can  get  just  about  every  service  and  amenity 
■/ou'd  expect  from  an  expensive  big  name  hotel  at  a  price  that  makes  sense. 

Now  that  doesn't  mean  a  TV  in  every  shower,  but  it  does  mean  a  liLxurious  room,  a  professional  atmosphere,  and  a  staff  of 
oeople  who  actuaOy  care  that  you've  come.  Right  down  to  tlie  homemade  chocolate  chip  cookies  they  bring  you  the  night  you  arrive. 

If  all  that  sounds  smart  to  you,  call  your  travel  professional  or  1-800-528-0444.  Find  out  about  any  one  of  the  60  Doubletree 
4otels  or  Doubletree  Club  Hotels  from  coast  to  coast.  And  on  your  next  business  trip,  come  out  of  the  woods. 

l-800'528'0444 

When  your  traveh  w/a-  you  to  Canada,  suiy  with  our  partna;  Canadian  ftcific  D  Hotels  &  Resorts.  1-800-828-7447- 


Gnomics 


THE  RECESSION  I 


THE  COLD  WAR'S 
GRIM  AFTERMATH 


ELECTRIC  BOA1 
TO  4,000  WOl 
FACE  LAYOFFS 


Ironically,  communism's  collapse  is  the  U.S.  economy's  new  enemy 


Why  won't  the  economy  grow? 
Frustrated  consumers  and 
lousinesses,  stuck  in  the  long- 
est slump  since  the  1980s,  are  blaming 
their  woes  on  bad  real  estate,  weak 
banks,  and  too  much  debt.  But  that's 
only  part  of  the  story.  Ironically,  what's 
really  slowing  the  economy  in  1992  is  the 
most  cheerful  news  in  50  years:  the  end 
of  the  cold  war. 

With  scant  attention,  the  dramatic  de- 
mobilization of  the  U.  S.  defense  econo- 
my is  devastating  large  portions  of  in- 
dustrial America.  Defense-related  jobs 
may  account  for  less  than  57'  of  the 
work  force,  but  defense  cutbacks  are 
responsible  for  about  257  of  lost  jobs 
and  industrial  pj'oduction  since  this  re- 
cession began  in  July,  1990  (chart).  And 
in  the  last  quarter  of  1991,  a  $12  billion 
decline  in  military  outlays  dragged  down 
gross  domestic  product  growth  by  a  full 
percentage  point,  turning  a  budding  re- 
covery into  stagnation. 

The  drag  from  defense  cuts  will  con- 
tinue to  depress  growth  throughout 
1992.  DRi/McGraw-Hill  estimates  that 
about  800,000  defense-related  jobs  will 
disappear  this  year.  This  number  in- 
cludes all  of  the  ongoing  layoffs  at  de- 
fense contractors,  as  well  as  the  jobs 
lost  at  service-sector  businesses  that  in- 
directly depend  on  defense  spending. 


such  as  supermarkets  and  banks  close  to 
a  shipyard  or  military  base.  This  loss 
could  largely  offset  the  recent  stimulus 
from  lower  interest  rates.  Demobiliza- 
tion also  is  delivering  a  body  blow  to 
America's  manufacturing  sector  at  a 
time  when  global  competition  against 
the  Japanese,  Germans,  and  other  for- 
eign rivals  is  heating  up.  Add  it  all  up, 
and  the  eagerly  awaited  end  of  the  cold 
war  threatens  recovery  and  could  damp- 
en growth  for  years  to  come. 
DREAM  DEFERRED.  To  be  sure,  America 
eventually  will  see  enormous  gains  from 
the  "peace  dividend."  As  military  spend- 
ing declines  from  6.17  of  gross  domestic 
product  in  1988  to  an  estimated  3.57  in 
1997,  government  spending  will  fall,  and 
so  will  interest  rates  and  inflation. 
More  resources  could  become  available 
for  fixing  the  infrastructure  and  improv- 
ing education.  Civilian  manufacturers, 
rather  than  facing  a  skills  shortage  in 
the  1990s  as  many  economists  feared, 
will  enjoy  a  bounty  of  highly  trained 
workers  and  engineers.  And  research- 
and-development  spending  will  be  orient- 
ed more  toward  commercial  products 
that  meet  customer  demand.  "It's  much 
better  for  economic  growth  if  research- 
and-development  money  is  shifted  from 
the  military  to  civilian  R&D,"  says  Law- 
rence R.  Klein,  Nobel  laureate  economist 


at  the  University  of 
Pennsylvania. 

But  it  could  be 
years  before  the 
U.  S.  reaps  these 
benefits.  According 
to  simulations  done 

for    BUSINESS  WEEK 

by  Regional  Finan- 
cial Associates  Inc., 
an  economic  consult- 
ing firm  based  in 
West  Chester,  Pa., 
the  transition  to  a 
post-cold  war  econo- 
my could  depress 
growth  well  into 
1996.  President  Bush 
wants  to  slice  $50  bil- 
lion from  the  defense  budget  over  th 
next  five  years.  If  Congress  lops  off  a 
additional  $25  billion,  as  many  expec 
real  GUP  growth  could  be  less  than  2' 
annually  over  the  next  five  years.  B 
1996,  some  1.8  million  jobs  could  be  los 
and  real  U.  S.  output  would  be  almo; 
$90  billion  lower.  If  defense  is  slash( 
by  $150  billion  over  five  years,  as  son: 
in  Congress  are  calling  for,  real  GI 
growth  could  crawl  along  at  a  1.67o  a 
nual  rate,  and  a  staggering  3.3  millic 
jobs  could  be  gone.  "With  the  biggi 
cuts,  the  economy  stagnates  until  tll 
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cond  half  of  the  decade,"says  Mark 
indi,  an  economist  at  rfa  (charts). 
Indeed,  for  the  first  time  since  1940. 
e  U.  S.  economy  will  have  to  find  ways 
grow  without  a  major  boost  from  de- 
nse spending.  Even  after  the  Korean 
id  Vietnam  Wars  ended,  the  cold  war 
ntinued.  Not  this  time.  "The  defense 
dustry  has  always  been  cyclical  since 
orld  War  II,  largely  because  of  dumb 
ings  the  Soviet  Union  has  done,"  says 
jghes  Aircraft  Co.  CEO  Malcolm  Cur- 
!.  "Now,  we  are  in  retreat  to  a  lower 
d  permanent  plateau." 


Clearly,  the  defense  cutbacks  weigh 
heaviest  on  the  industrial  sector.  For  the 
past  10  years,  military  needs  have  con- 
sumed much  of  the  output  of  the  elec- 
tronics and  aerospace  industries,  two  of 
America's  premier  high-tech  businesses. 
Now.  these  industries  will  have  to  find 
other  markets.  Both  the  public  and  the 
companies  had  ample  warning  of  what 
was  coming,  says  Bernard  Schwartz, 
chief  executive  of  Loral  Corp.,  the  big 
New  York-based  defense  electronics 
company.  "But,"  says  Schwartz,  "I'm 
not  sure  that  we  or  anyone  else  were 
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prepared  for  the  precipitous  nature  of 
the  decline." 

The  rapid  demobilization  is  fast  threat- 
ening America's  industrial  might.  Over 
the  past  two  decades,  the  U.S.  has 
poured  billions  into  training  defense 
workers,  who  now  make  up  the  nation's 
most  highly  skilled  and  educated  work 
force.  Now  that  investment  is  being  lost, 
as  technicians  and  engineers  are  being 
laid  off  by  the  thousands  in  the  defense 
industry.  And  many  won't  find  jobs  that 
use  their  skills.  Says  William  Beeman, 
director  of  economic  studies  at  the  Com- 
mittee for  Economic  Development,  a  re- 
search organization  based  in  Washing- 
ton, D.  C:  "It  would  be  an  enormous 
loss  of  human  capital." 
LONG  GONE.  Over  the  past  two  years, 
makers  of  such  defense  goods  as  com- 
munications equipment  and  guided  mis- 
siles have  lost  some  100,000  white-collar 
jobs.  That  accounts  for  about  40'^  of  the 
'\erall  drop  in  white-collar  manufactur- 
:  employment.  Highly  skilled  shop- 
floor  workers,  such  as  machinists,  are 
also  losing  jobs  as  the  Defense  Dept. 
continues  to  slash  the  production  of  new 
weapons  systems.  "They  don't  all  expect 
to  find  other  jobs,  and  many  will  remain 
unemployed  for  a  long  time,"  says  Mur- 
ray Weidenbaum,  formerly  President 
Reagan's  economic  adviser  and  current- 
ly director  of  the  Center  For  the  Study 
of  American  Business  at  Washington 
University  in  St.  Louis. 

Laid-off  defense  workers  aren't  about 
to  find  jobs  that  pay  as  well  or  use  their 
skills  in  this  weak  economy.  Few  compa- 
nies are  hiring  in  the  midst  of  the  slump, 
and  even  when  the  economy  does  pick 
up,  no  one  expects  a  hiring  binge.  In- 
deed, such  giants  as  IBM,  G.M,  and  Du 
Pont  have  announced  their  intention  to 
slash  their  work  forces  over  the  next 
few  years  in  an  effort  to  become  leaner 
competitors  in  a  global  economy. 

Compared  with  previous  demobiliza- 
tions, jobs  will  prove  harder  to  find  this 
time  because  manufacturing  makes  up 
much  less  of  the  economy.  After  the 
Korean  War,  'io7r  of  the  work  force  was 
employed  in  manufacturing.  After  Viet- 
nam, the  figure  was  still  a  hefty  28%. 
Today,  it's  only  17' f,  as  the  U.  S.  has  lost 
home  markets  to  foreign  competition 
and  companies  have  moved  factories  and 
blue-collar  jobs  overseas.  "These  are  the 
kind  of  jobs  we're  not  creating  in  the 
U.  S.  economy  and  haven't  been  for  20 
years,"  says  Gordon  Adams,  director  of 
the  Defense  Budget  Project,  a  think 
tank  based  in  Washington,  D.  C. 

That's  what's  worrying  Matt  Kovach. 
Until  last  August,  he  managed  the  de- 
velopment of  a  na\igation-system  proj- 
ect for  the  Trident  II  missile  at  General 
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Electric  Co.'s  defense  systems  division  in 
I'ittsfieid,  Mass.  But  after  bein^-  laid  off, 
Kovach,  married  and  the  father  of  a  '1- 
year-old  son,  has  sent  out  more  than  500 
resumes— and  gotten  no  takers. 

The  same  goes  for  Ben  D'cruz,  an 
American  success  story.  A  1972  immi- 
grant from  Malaysia  who  later  became  a 
IJ.  S.  citizen,  D'cruz  was  laid  off  last 
March  from  his  $48,000-a-year  job  as  a 
production  manager  at  Norden  Systems 
Inc.,  a  division  of  United  Technologies 
Corp.  on  Long  Island.  He  has  applied  for 
jobs  paying  as  little 
as  $19,000— but  so 
far,  no  dice.  D'cruz 
has  depleted  much  of 
his  401(k)  retirement 
savings  and  is  mak- 
ing ends  meet 
through  unemploy- 
ment insurance  and 
his  wife's  earnings. 
"It's  very  tough  out 
there,"  says  D'cruz. 
"Even  if  you  go  out 
of  Long  Island,  it's 
happening  all  over." 

And  those  skilled 
workers  who  find  an- 
other profession  of- 
ten have  to  accept  a 
substantial  pay  cut. 
Greg  Hughes,  ."^5, 
was  pulling  down 
$50,000  as  a  research 
engineer  at  a  Gener- 
al Dynamics  Corp. 
aircraft  manufactur- 
ing plant  in  Fort 
Worth.  He  lost  his  position  in  January, 
1991.  After  three  months  of  job-hunting, 
he  became  a  mortgage  loan  officer  for 
residential  real  estate,  making  about 
$35,000  a  year  in  commissions.  Says 
Hughes:  "My  technical  background  is 
wasted." 

TRICKLE-DOWN.  The  defense  cuts  are  not 
just  slicing  up  the  work  forces  of  the 
largest  companies,  such  as  GD  and  Rock- 
well International  Corp.  The  ripple  ef- 
fects reverberate  throughout  the  econo- 
my. Economists  estimate  that  for  every 
job  cut  by  a  prime  contractor,  an  equal 
number  of  jobs  is  lost  by  that  company's 
subcontractors  and  suijpliers.  Small  busi- 
nesses of  all  strijjes  that  depend  on  mili- 
tary sales  for  their  livelihoods  are  feel- 
a  lot  of  the  pain  from  peace.  Take 
ineered   Support  Systems   Inc.,  a 


almost  every  region.  No  state  seems  ex- 
empt, perhaps  because  the  politics  of  de- 
fense spending  required  spreading  mon- 
ey around  the  country.  Of  course,  some 
areas  are  hurting  worse  than  others. 
Connecticut's  second-largest  employer, 
uu's  Electric  Boat  Div.  in  Groton,  plans 
to  lay  off  from  2,200  to  4,000  of  its 
17,000  workers  this  year  because  the 
military  plans  to  cancel  the  Seawolf  nu- 
clear submarine  program.  Connecticut's 
plight  will  only  get  worse,  since  defense- 
related  companies  account  for  about  a 
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small  defense  contractor  in  suburban  St. 
Louis,  whicli  makes  water  purification 
systems,  military  heaters,  and  field  laun- 
(h-y  equipment.  Its  250-member  work 
force  is  down  from  400  two  years  ago 
and  a  i)eak  of  685  in  1987,  according  to 
Kssi  CEc  Michael  F.  Shanahan  Sr. 
The  defense  demobilization  is  hitting 


quarter  of  that  state's  822,300  manufac- 
turing jobs. 

In  Charleston,  S.  C,  the  Navy's  third- 
largest  home  port,  the  Charleston  Naval 
Ship  Yard  has  announced  that  it  will 
eliminate  1,500  of  its  8,000  jobs  by 
March.  The  economic  impact  of  demobili- 
zation could  spread,  as  the  combined 
payroll  for  all  defense-related  jobs  in 
1990  accounted  for  347'  of  that  metropol- 
itan area's  total  payroll.  And  in  the  Dal- 
las-Fort Worth  area,  half  of  the  22,000 
manufacturing  jobs  lost  last  year  were 
in  the  defense  sector.  San  Diego's  1991 
job  loss  numbered  14,000,  almost  one- 
third  defense-related.  And  so  on,  around 
the  country. 

Many  state  and  local  governments  al- 


State  and  local  governments 
are  just  starting  to  stem  the 
pain  with  job  programs  and 
grants  to  retool  businesses 


ready  are  moving  to  stem  the  pain.  Los 
Angeles  County,  for  example,  wants  to 
build  up  a  transportation-railcar  manu- 
facturing base  in  Southern  California  to 
offset  severe  job  loss  in  its  aerospace- 
defense  industry.  Connecticut  has  its  Of- 
fice of  Defense  Diversification,  with 
$12.5  million  in  loans  and  grants  for  de- 
fense companies  that  want  to  develop 
commercial  businesses.  For  example 
Textron  Lycoming,  an  aircraft  engine 
and  tank  engine  manufacturer  based  in 
Stratford,  managed  to  sign  a  $250  mil 
lion  deal  with  British 
Aerospace  PLC  for  20 
commercial  jet  en 
gines  with  the  aid  of 
a  $8  million  state 
grant.  The  state's 
venture-capital  fund 
also  set  aside  $2  mil 
lion  to  invest  in  new 
commercial  products 
developed  by  de- 
fense companies. 

Some  states  are 
also  taking  advan 
tage  of  existing  pro- 
grams not  specifical 
ly  directed  at  the 
defense  industry 
Ohio  has  just  re 
ceived  a  Job  Train 
ing  Partnershij)  Act 
grant  of  $560,000  to 
retrain  235  of  500 
General  Dynamics 
workers  laid  off  in 
Lima  as  a  result  of 
cutbacks  in  the 
Abrams  tank  program. 

And  on  the  national  level,  a  growmg 
band  of  industry  leaders  and  Washing- 
ton-based policy  makers  are  calling  for 
vigorous  federal  initiatives  to  help  bring 
talented  ex-defense  workers  into  the 
commercial  sector  (page  82).  President 
Bush's  1993  budget  takes  a  tentative 
step  toward  such  a  policy  by  proposing  a 
small  hike  in  federal  R&D  spending  tar- 
geted toward  civilian  programs  such  as 
biotechnology. 

But  that  modest  increase  represents 
only  a  glimmer  of  recognition  of  the  dire 
economic  impact  that  the  end  of  the  cold 
war  is  having  on  the  U.  S.  economy.  The 
demobilization  of  America,  which  holds 
the  best  promise  in  memory  of  being 
permanent,  is  a  cause  for  celebration 
But  without  decisive  actions  by  govern 
ment  and  business  to  rebuild  industrial 
America,  the  benefits  of  peace  will  be  a 
long  time  coming. 

By  Christopher  Farrell  and  Michael  J. 
Mdudel  with  Thane  Peterson  in  Neiv  York, 
Amy  Borrus  in  Washington,  Resa  W.  King 
in  New  Haven,  James  E.  Ellis  in  St.  Louis, 
and  bureau  reports 
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Commentary/by  Karen  Pennar 


DEFENSE  CUTS  DON'T  HAVE  TO  WOUND  THE  ECONOMY 


The  end  of  the  cold  war  is  a  bless- 
ing. Now,  let's  make  sure  that  it 
doesn't  become  a  curse — an  eco- 
nomic curse,  that  is. 

The  loss  of  about  1.8  million  defense 
and  related  jobs  over  five  years  should 
not  spell  disaster  for  the  economy,  and 
the  cancellation  of  major  weapons  pro- 
grams need  not  erode  the  U.  S.  indus- 
trial base.  In  a  $6  trillion  economy  that 
has  more  than  115  million  people  at 
work,  these  blows  should  be  readily 
absorbed. 

Yet  they  might  not  be,  for  two  rea- 
sons. First,  the  defense  spend-down  is 
gathering  speed  during  a  recession, 
when  the  economy  is  already  vulnera- 
ble. Second,  over  the  longer  run,  job 
creation  requires  that  the  U.  S.  manu- 
facturing base  be  far  more  glob- 
ally competitive  than  it  is  today. 
For  40  years,  defense  has  been 
the  stellar  performer  in  manufac- 
turing— thanks  to  the  largess  of 
its  largest  and  steadiest  custom- 
er, the  Pentagon.  Above  all,  it 
benefited  from  what  amounted  to 
a  covert  industrial  policy — receiv- 
ing federal  funds  for  research 
and  development.  Today,  there  is 
little  discussion,  much  less  agree- 
ment, over  whether  that  vital 
prop  to  the  defense  industry 
should  be  replicated  in  the  civil- 
ian sector. 

This  means  that  the  threat  to 
the  U.  S.  economy  from  defense 
cutbacks  is  greatest  in  the  near 
term  but  carries  serious  longer- 
run  risks  as  well.  Officials  in 
large  defense-dependent  states, 
such  as  Washington,  Connecticut,  and 
California,  are  already  devising  plans 
to  cope  with  cutbacks.  But  they  expect 
the  federal  government  to  play  a  role, 
too — an  active  one.  Says  Colorado  Gov- 
ernor Roy  Romer,  a  Democrat  who 
sparred  recently  with  George  Bush 
over  defense  cuts:  "If  you  have  twice 
as  many  jobs  cut  out  because  of  [de- 
iV>nse]  cutbacks,  you  ought  to  have 
vice  as  much  attention  in  terms  of 
■  stance." 

i  we  demobilization  of  America  needs 
U)  iic  managed.  Here's  how: 
iS!  SffB5s<9tni«  assistance.  The  Defense  Au- 
ihoi!7.afK(n  Bill  of  1991  earmarked  $200 
millioTi  •  ver  a  three-year  period  for  eco- 
lOHiic  h>:\\)  to  individuals  and  communi- 
ties, with  757'  to  go  toward  job  retrain- 


ing and  the  remainder  toward 
community  economic  development  proj- 
ects. Thanks  to  delays  in  Washington, 
only  about  $2  million  of  this  already 
paltry  total  has  been  allocated.  At  the 
least,  these  monies  should  be  dis- 
bursed. And  Congress  ought  to  consid- 
er allocating  still  more  funds  for  both 
job  retraining  and  community  develop- 
ment assistance. 

Then,  too,  there's  the  risk  of  losing 
the  benefits  of  the  "initial  training"  in 
work  discipline  and  technical  skills  re- 
ceived by  members  of  the  armed 
forces,  says  Robert  B.  Reich,  political 
economist  at  Harvard  University's  .JFK 
School  of  Government.  Demobilized 
servicemen  and  women  might  benefit 
from  further  instruction  for  technical 


jobs  in,  say,  telecommunications,  aero- 
space, and  health  care  industries.  And 
people  who  otherwise  might  have 
joined  the  Army  to  receive  technical 
skills  might  profit  from  nationally 
sponsored  training  and  certification  at 
vocational  schools. 

■  Industrial  policy.  We  can  call  it  some- 
thing else  to  placate  the  critics,  but 
Congress  should  consider  a  long-term 
growth  strategy.  Even  executives  are 
beating  the  drums.  Urges  Malcolm  R. 
Currie,  chief  executive  officer  of 
Hughes  Aircraft  Co.  in  Los  Angeles: 
"This  country  needs  an  industrial  poli- 
cy. There  are  rich  pools  of  technology 
and  talent  in  the  [defense]  industry 
that  can  be  applied  over  time  to  other 
markets." 


For  a  coherent  policy  to  work,  th( 
federal  government,  using  tax  incen 
fives  or  direct  subsidies,  would  encour 
age  the  research  and  development  ol 
new  and  critical  technologies,  such  as 
superconducting.  The  Pentagon  has,  ii 
effect,  done  this  for  decades — by  fund 
ing  academic  research,  national  labora 
tories,  and  corporate  R&D.  And  weap 
ons  procurement  itself,  of  course 
involves  extensive  research  and  test 
ing.  Spin-offs  to  the  civilian  economy 
from  semiconductors  to  microwave  ov 
ens,  have  resulted,  although  the  pay 
offs  from  defense  research  hav( 
trailed  off  in  recent  years. 
SOFTENING.  Since  the  Pentagon  is  slash 
ing  spending  mostly  in  weapons  pro 
grams  and  leaving  research  relatively 
unscathed,  this  defense  industria 
policy  will  continue.  But  Wash 
ington  is  slowly  recognizing  thai 
it  must  support  more  civilian  re 
search.  The  latest  federal  budgei 
includes  a  small  shift  in  federa 
research  funds  from  military  pro 
jects  to  civilian  ones.  Now,  597 
of  the  total  research  budget  ol 
$74  billion  will  be  allocated  to  de 
fense  work  rather  than  the  previ 
ous  607.  That's  not  enough 
Some  economists  propose  a  civil 
ian  technology  agency  modelec 
after  the  Defense  Advanced  Re 
search  Projects  Agency,  the 
small  Defense  Dept.  arm  thai 
has  financed  many  innovations. 

Reagan  and  Bush  Administra 
tion  officials  have  long  railec 
against  industrial  policy  on  the 
grounds  that  it  puts  federa 
funds  at  risk  and  government  in  the 
position  of  "picking  winners  and  los 
ers."  But  some  people  detect  a  soften 
ing  in  that  attitude.  It  was  easier  to  lei 
the  market  take  care  of  unemploymeni 
when  the  Midwest  was  losing  manufac 
turing  jobs  in  the  1980s.  Then,  there 
was  rapid  job  creation  elsewhere  in  the 
economy — in  high  tech,  services,  anc 
notably  in  defense.  But  today,  as  man- 
ufacturers and  service  companies  shec 
jobs  across  the  country,  defense  work- 
ers have  fewer  alternatives.  In  this  en- 
vironment, retraining  and  community 
assistance  can  go  only  so  far.  People 
may  soon  demand  that  government 
help  spur  the  new  industries  that  will 
provide  jobs  and  growth  in  the  post- 
cold-war  world. 
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ECONO^ 


ANOTHER  HIGH  YIELDING  CHOICE  FROM  FIDELITY 


How  to 


Take  Advantage  of 
High  Global  Vields 

Fidelity  Short-Term  World  Income  Fund 


High  Yields 
From  Around 
the  World 

Fidelity  Short-Term 
World  Income  Fund  olfers 
investors  an  opportunity  to 
enjoy  the  significantly 
higher  yields  currently 
available  from  many  short- 
term  international  securi- 
ties. That's  good  news  if 
you're  investing  for  income. 

Managed  for 
High  Stability 

The  Fund  pursues  a 
high  level  of  price  stability 

by  investing  primarily  in  short-term  securities  and  using 
hedging  techniques  to  help  reduce  the  impact  of  changing 
currency  rates.  Of  course,  the  Fund's  share  price,  yield  and 
return  will  vary,  and  you  may  have  a  gain  or  loss  when  you 
sell  shares. 


See  How  Global  Yields  Compare 


lixkiy.  short-term  rates  in  nuiny  /in'ii^n  countries  tire  higher  than  in 
the  l  .S.  This  chart  compares  three-month  Eurodeposit  CD  rates  as  (>[ 
12/17/91-  Rates  are  not  intended  to  reflect  the  yield  or  investments  of 
the  Fund.  Source:  Reuters 


Free  Checkwrit- 
ing  Gives  You 
Easy  Access 

With  Fidelity  Short-Term 
World  Income  Fund,  you'll 
enjoy  the  convenience  of 
free  checkwriting.  That 
means  your  money  is 
alwavs  available  to  you. 

What's  more,  there  are 
no  front  or  back  end 
sales  charges. 

Fidelity  Makes  It 
Easy  to  Invest 

You  can  even  use  the 
proceeds  from  your  matur- 
ing CD  to  open  an  account. '  And,  it's  eiusy  to  open  an  IRA  or 
transfer  an  existing  one.  Just  call  us  and  we'll  assist  you. 
Minimum  investment:  $2,500.  (Minimum  retirement 
uivestment:  $500) 


Visit  Your  Local  Investor  Center  or  Call  24  Hours 

1-800-544-8888 


FMelUy 


Investments 

Common  sense.  Vncommon  results. 


For  more  complete  information,  including  management  fees  and  expenses,  call  today  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send 
money,  'i  nlikc  iiiunv CDs,  the  FiiniJ  is  nol  IDlC-insiia'd       I'ldclilv  DislnliuloisCoi  iKiiation,  S2  IVvdiishire  .SlrccI,  lidsUin,  MA  02109  CODE:  BW/SV/l/022492 


FOR  AD  RATES 
AND  INFORMATION 

BUSINESSWEEK 
MARKET-PLACE 

PHONE: 

100  EAST  OHIO  STREET 

(312)  337-3090 

mUmltttMwTm^l  Him 

SUITE  632 

OR  WRITE: 

f  vlAlflAtff  LHkC 

CHICAGO,  IL  60611 
FAX:  (3 12)  337-5633 

Presentation  Equipment 


The  most  advanced  pen  sized 

Laser  Pointer 

for  your  presentations^^^,^^,^^^^^****"' 


55  Oak  Coufl,  Suite  205,  Danville.  ^^Sff 
CA  94526       Tel   510  e20-1763  mUMm! 


Ideal  For: 
•Executives 
•Realtors 
•Contractors 
•Professors 
•Doctors 


$92 

Incredible 
Low  Price 

Plus  Tax,  $5.00  S&H 


•Range  to  55  yds. 
•Two  AAA  Batteries 
•51/2"long,7/16"dia. 


FREECALL:^-- 
800-854-6686 


Menswear/Fashion 


MEN*S  WIDE  SHOES 


EE-EEEEEE.  SIZES  5-13 

Extra  width  for  men  wtio  need  it 
Excellent  variety,  styling  and  quality 
Send  for  FREE  ^ 
CATALOG 


Tlie  WIdeit  S«l»dion  ol  llie  Widetl  Shoet  Anywherel 

HITCHCOCK  SHOES.  INC 

Dept.  55B  Hingham.  MA  02043 


Recreational  Vehicles 


GO  ANYWHERE! 


max 

6  wheel 
drive 

ATV 

Amphibious  2  and  4 
passenger  models 


Call  Toll-Free  1-800-255-2511 

(From  anywhere  in  the  U  S  or  Canada) 

FAX:  716-855-1094 

Recreatiues  Industries,  Inc 

60  Depot  Street,  Buffalo,  NY  14206 


FREE  CATALOG  AND  PRICES 


JewelryA/Vatches 


W  Then™  // 
Commandment 

Thou 
Shalt 
Not  Pay 
Retail! 

Uls.  New  Carlier 
IHK  Panther 
C  iistom  Diamontls 
Retail  $17,.300 
S|,ec.al  $4.'iq(l 

SPECTACULAR  SAVINGS 

A  TA.I/ERK  A  5  FORKUOST 
FINE  W  'A  TCH  DISCOUNTER 

MVLTl-MILLION  DOLLAR  INVENTORY 
ALL  WITH  INDEPENDENT 
lAROM  TOR  Y  DOCl  'MENTA  TION 

All  fanwiui  hran^,!  inclu^iitfj 
Rolex  •  Paiek  -  Philippe  •  Audemam 
Omega  *  dirtier  •  I'.hel  •  Chopard 
NEW  •  PRE-OM'NED 
SALES  •  SERVICE  •  ACCESSORIES 

Trades  Accepted  •  Financing 
Major  Credit  Cards 
No  Sales  Tax  to  Out-Of-State  Buyers 
DIAMONDS  •  PEARLS  •  ESTATE  JEWELRY 
Call  for  Shop* A  f  Home' Brochure 
Or  Showroom  Appointment 

GRAFSTEIN  &  CO.  Estb.1939 

National  Mail  Order  Division 
Xerox  Towers  —  7th  floor 
1851  E.  First  St.,  Santa  Ana,  CA  92705 

(7 H)  835-6100  Nationwide  Service 


Auctions 


t/NTTED  States 

COSTDMS  SfRVICE 

'Seized  Property  Auctions 

Ovei  lOOsokiheUomiolly 

Learn  in  advance... 

•  what  machondise  i$  (or  sole? 

•  Whete  S  when  oie  the  oudions  held? 

•  When  con  I  preview  metdiondise? 

...witii  our  Subsaiplion  Service 

EG&6  Dynattend 
U.S.  Customs  Service  Suppoif  Division 
2300Claiendon  Blvd^  Suite  705 
Arlington,  VA  22201 

Sole  mhacloi  lot  U.i  Customs  sales 
^n^E-GiG  DYI\IATREND 


International  f\/larketing 


EUROPEAN  V.I.P'S 
List  Rental 

Contact  over  18,000  upper  ectielon 
Mktg  Directors  of  ttie  top  European 
corporations  Direct  your  product  or 
service  to  these  tiigtily  responsive 
International  Executives  $110/IVI 
Test  ttie  market  w/3000  names  lor 
$375 

Bottom  Line  Management 

1050  Ctiarter  Street 
Redwood  City,  CA  94063 
(415)  366-7738  Fax:  (415)  366-4306 


Business  Opportunities 


PERSONALIZED  CHILDREN'S  BOOKS 


Turn  a  small  inveslment  into  Itial 
profitable  full  or  part  time  business  you 
have  always  dreamed  about! 

An  excellent  home  operated  busmessi 
Books  sell  fast  in  stores'  Al  laits'  Parlies' 
Malls'  Or  mail  order  anywtiere  there  are 
people  It's  easy  to  make  $4000  to  $8000 
per  month  making  and  selling  our  excit- 
ing line  ol  personalized  books  (lor  chil- 
dren &  grown-ups)  Personalized  audio 
tapes  and  stationery  available  also 
CALL  TODAY!  (214)  353-9999 

D&K  ENTERPRISES,  INC. 

My  Very  Own  Books 

2953  Ladybird  Lane.  Ste  2i 

Dallas,  Texas  75220 


TELEVISION  MAY  BE  THE  BEST  WAY 
TO  SELL  YOUR  PRODUCT 
DIRECT  TO  CONSUMERS 

If  you  have  a  unique,  mass-market  produci  con- 
sider a  proven  etiecttve  selling  medium  the 
half-hour  direct  response  TV  format  known  as 
the  Inlomercial  A  business  relationship  with 
Synchronal,  the  leader  in  this  dynamic  lield,  has 
resulted  in  success  (or  a  wide  variety  of 
products  Royallies  and  |f)inl  ventures  available 
Write  to  New  Products.  Synchronal  Corp.,  1515 
Broadway.  New  York,  NY  10036.  


r 


PERSONALIZED 
BOOKS 


Make  money  from  home  with  your 
computer, , ,  Start  part-time  with 
potential  earnings  of  $5,000 
or  more  per  month  print 
personalized  cfiildren's  books 


1 


DEALERSHIPS  AVAILABLE , 
Only  $1499  . 


Best  Personalized  Books 


L 31 07  Chapel  Downs  Drive  ■ 
Dallas,  TX  75229    .    (214|  367-68O0  I 


Sales  Promotion/Marketing 


Sales  Leads  &  Mailing  Lists 


•  9  Million  U  S  Businesses  - 
Telephone  Verified  «il!i  Contacl  Name  and  tmplovee  Si^e 


•  1,7  Million  Higf|  Income  Ameritans « 

•  1-7  Million  Canadian  Businesses  • 


84  Million  Consumers/ Residents 
OppoituniiY  Seekeis 


FREE  Catalog  -  Call  |402)  331-7169  or  write 
American  Business  Lists 

PO  Box  27347,  Dept  0T062 •  Omaha,  NE  68127 


Cable  TV 


CABLE  TV  DESCRAMBLERS 

CONVERTERS,  ACCESSORIES 

Name  Branils.  Lowes!  Prices.  Best  Service 
For  FREE  16-page  color  catalog  call 

CABLE  READY  (300)  234-1006 
COMPANY    l"****!  iwwvF 


FREE  CATALOG!  1-800-345-8927 
JERROLD  IHAMLIN  OAK  ETC. 

CABLE  TV  DESCRAMBLERS 


•  Special  Dealer  Pnces'  •  Coinpaie  Our  Low  Retail 
Prices'  •  Orders  From  Slock  Shipped  Imiredialely' 
•  Guaranteed  Warranties  S  Pnces' 
•  All  H^aior  Credit  Cards 
PACIFIC  CABLE  CO..  INC. 
7325V2  Reseda,  Oept  652     Reseda,  CA  91335 
For  all  other  inlormalion  1-818-709-9937 


Professional  Equipment 


The  professional 
weatherstation  ' 
comes  home. 


Thanks  to  tfie  Weather  Wizard  II,  now  you 
can  have  a  fully  sophisticated  weather 
monitoring  system  right  in  your  own  home. 
Weather  Wizard  II  has  all  it  takes  to  watch  the 
weather  like  the  pros  All  for  only  $  1 35 

FEATURES  INCLUDE: 

•Inside  a  Outside  Temps 
•Wind  Speed  &  Direclion 
•Wind  Chill 
•  Time  &  Date  \ 
•Alarms 


Mim  WizuD  II 

The  Professional 
Home  Weather  Station 

Only  $  1 9S  Add  $50  loi  selt-empfving  tdin  collector 
Order  loday  1 -800-678  36b9  •  BW6MT 

M  I         t(,i  fiipm  Pjtik  Iime«FAX  1  SIi%()7(MlS8<t 
M/i  ind  VISA  •  Add  SS  ftx  shippmR  CA  (esKlenls  *W  saia  Un 
Dty  yfif  wananty  •  tfWav  monev-b*l  gu^tanief 

DmS  h'iTIIHIIIlTS  tWSOMinAvl  H.™n,n,(A9454S 


FOR  AD  RATES 

H  m  BUSINtSSm^  WtEK 

BUSINESS  WEEK 

AND  INFORMATION 

MARKET-PLACE 

PHONE: 

100  EAST  OHIO  STREET 

(312)  337-3090 

mUmlllfMtTm^l  /If  t 

SUITE  632 

OR  WRITE: 

fIrl/lflACIf  LUtC 

CHICAGO,  IL6061 1 
FAX:  (31 2)  337-5633 

Newsletters  /Periodicals 


Donald  R.  Morris 

newsletter; 

WEEKLY  NEWS  ANALYSIS  AND  COMMENT 


For  Free  Sample  Issue 
Write  or  call: 

P.O.  Box  19909 
Houston,  TX  77224 
1.800-441-9837 


Annapolis  graduate,  WW  II  and  Korean  veteran,  17  years  CIA  Soviet  counter- 
espionage operations  in  Berlin,  Paris,  Kinshasa,  Vietnam.  Houston  Post  columnist  for 
17  years,  author  of  The  H  ashing  of  the  Spears. 

LT.  GOV.  BILL  HOBBY,  Texas:  "The  best  and  most  valuable  newsletter  I  know." 
RICHARD  RUSSELL  (Dow  Theory  Letters):  "Invariably  informative,  fascinating 
and  well-written  . . .  time  and  again,  amazing." 

JAMES  SALTER  (novelist  and  P.E.N,  laureate):  "Vastly  informed,  damnably 
articulate.  Distinguished  by  insight,  and  even  more  reas.suring,  historical  remove.  A 
remarkable  perspective,  and  freedom  from  passions  of  the  day." 

'  


Business  Services 


•  QUALITY  PRINTING  •  HIGH  VOLUME  COPYING  •  CANON  LASER  COLOR  POSTSCRIPT  OUTPUT 

There's  No  Need  To  Leave  Your  Office,  i 

Let  us  do  the  work!  | 

Call  National  Graphics  Services  toll  free  at:  ' 

^     1-800-472-7082  i 

^Sk^  (Fax/Modem:  1-800-638-7525)  | 

A  lull  Service  Graphjcs  Company  serving  ihe  nation  wiih  supenur  quality,  fast-tumaaiund  at  low  pnces,  ^ 
KREF,  PICK-UP  &  DELIVERY  AND  IMMEDIATE  PRICE  QUOTES  5 

iNiAdoo  iNiudaRia  /  aoo  souvi  •  533iah35  mmvo  aiaidwoo « lojino  oiNoaiONn » S 


UR  OWN  COMPANY  ■       ■  ■ 

lewsletter 


Our  one-stop  publishing  and 
mailing  service  makes  it  easy, 
ree  info  and  prices:  (800)  359-5993 

f  you're  serious  about  doing  a  new\letter. 
Data  E  xpress  is  the  only  wax  to  }io 

DAT*  EXPRESS  INC.  CLIENTS  NATIONWIDE 


DYNAMIC  DUO 


ill  rescue  your  troubled  compony  Fee  or 
ares  as  poyment.  Elegant  45  year  old 
mer  Pres  SO  million  multi-national-  Mar- 
ting  and  management  pro  Sold  company 
)king  for  challenges  42  year  old  groci 
jrvord  Business  School  &  CA  analyst/cost 
Iter.  Both  also  ovailoble  to  sit  on  or  advise 
ur  board. 

FAX  (519)622-9167  


Education/Instruction 


COLLEGE  DEGREE 

HCHELORS  •  MASTERS  •  DOCTORATE 

For  Work.  Life  and  Academic 
Eiperience  •  No  Classroom 
Attendance  Required 


Call  (800)  423-3244 

or  send  detailed  resume 
lor  Free  Evaluation 

Pacific  Western  University 

600  N  Sepulveda  Blvd  ,  Oepi  170 
Los  Angeles,  CA  90049  USA 


\/lajor  British  University  offers 

nternatiofuil  MBA 

entirely  througn  home  study. 
Bachelor's  required.  Recognized  by  US  Dep  t. 
iducation,  Onginally  founded  1820.  Under 
)00.  Alice  Edwards,  Heriol-Walt  Unlver- 
,  (U.S.  Agency),  1 780  Shattuck  Ave.,  Berl^e- 
CA  94709,  toll-free  (800)  MBA-0707  or  fax 
3)  841 -8711 -Thank  you.  


RESEARCH  REPORTS. 

19.278  academic  topics  available' 
Send  $2  00  for  Itie  272-page  catalog 
Custom-written  reports  also  available 
RESEJWCH  ASSISTANCE 
1  1322  IdahoAve  ,  #206BF, 
Los  Angeles,  CA  90025 
Toll  Free  Hotline:  800-351-0222 
(California:  310-477-8226) 


Capital  Available 


IMMEDIATE 
CASH 

FOR  YOUR 
SLOW  PAYING 
ACCOUNTS  RECEIVABLE 

TOWERS 

FINANCIAL  CORPORATION 
417  Fifth  Avenue 
New  York,  NY  10016 

(212)  696-0505 

Contact  Corporate 
Finance  Department 


Collectibles 


JAPANESE  SWORDS  WANTED 


WE  WILL  PAY  JAPANESE  PRICES! 
TAIKEIDO  USA 

23441  GOLDEN  SPRINGS 
DIAMOND  BAR,  CA  91765 
CALL  FOR  FREE  EVALUATION 
(714)  860-5137  •  1 -800-747-3242 


Wine  Cellars 


WINE  CELLARS  BY 


28  HANDMADE  WOOD  MODELS  ♦  1 1 4  TO  3400  BOTTLES  ♦  MAbE  in  u  s  a 

'  FACTORY  DIRECT  JO  YOU  "'^^d^scovTr^''' 


MODEL  DESCRIPTION 


440 

700 

296 

114 

230 

700FUR 

700HH 


Uprigtit 
Upriglit 
Credenza 
Compact 
Two  Doors 
Fur  Vault 
His  and  Hers 


APPRX  CAPACITY 

400 
600 
280 
114 

230 
8  to  10  Furs 
300  bottles  4/5  Furs 


SUGG 
RETAIL 

S2495 
2995 
2695 
1395 
1795 
2995 
3995 


Designers'  non  wood  model  60  bottle  glass  door  899 


YOUR 
COST 
SI  695 
1995 
1795 
995 
1195 
1995 
2995 
659 


WnO/e/np //»/'/♦  134  W  131st  St(PO  box  6161E)*Los  Angelas,  CA  90061 
CALL  800/777-VINO  (777-8466]  or  213/719-9500  fax  2i3/7i995i8 

IMMEDIATE  SHIPMENT  ON  MOST  MODELS  WE  WILL  NOT  BE  UNDERSOLD  ♦  CALL  US  FIRST 


Corporate  Gifts 


100%  Cotton/ Your  Logo!  — 
Better  Than  Lacoste  or  Ralph  Lauren! 

Our  100%  Cotton,  American  Made  polo  stiirts,  custom  embtoidered  with  your  logo 
are  such  good  quality,  we  unequivocally  and  unconditionally  guarantee  them  for  an 
indefinite  period  of  time!  Free  shipping  tor  international  orders.  For  a  price  list  and 
catalogue  please  call:  1-800-847-4478 
Fax  1-718-782-4614 

The  Queensboro  Shirt  Company 

Dept  BW22,  119N  1  Ich  St.,  Greenpoint,  NY  11211 


Health/Fitness 


Get  an  incredible 
full-body  workout 
from  a  portable 
gym. 

"Gym  in  a  briefcase 
IS  Jitness  to  go" 

USA  TODAY 

FREE  INFO 
1-800-553-6633 

LIFELINE 
1421  S  PARK  ST 
MADISON,  Wl  53715 

Made  m  liie  USA 


Executive  BackChair 


Engineered  lor 
custon:iized  orthopedic 
support  to  prevent 
and  relieve  back  pain 


>  Built-in  adjustable 
lumbar  support 

•  Adjustable 
neck  rest 

'  Forward-tilt 
feature 


pacKsaver  i.8oo.25i-2225oi»rit. 

53Jrff«y  a™,  D«m.  BWL  Hol!i«oa.MA^^^^  , 


IMAGE 
BUILDERS 


PROMOTE  YOUR  BUSINESS... 
EVERYDA  YLOW  PRICES  ON. . 


VOUB 
lOGO 

Here 


CHOOSE  FROM 
HUNDREDS  OF  ITEMS. 
CALL  FOR  FREE  CATALOG 


1-800-792-2277 

FAX  1-510-786-1111 
THE  CORPORATE  CHOICE 


►ports  Business 


PRO  BASKETBALL  I 


$183 


MILLION  FOR  THE  CELTS? 
NOW  THAT'S  A  STRETCH 


Is  Boston  on  the  block?  Here's  why  it  might  be 


can 


Larry  Birc 
with  hi.« 
shooting 
only  flashy  player 


make  your  jaw  drop 
seeing-eye  passes  and 
touch,  but  he  isn't  the 
on  the  Boston  Celtics. 


In  198(),  a  year  after  owner  Don  F.  Gas- 
ton and  two  partners  bought  the  Nation- 
al Basketball  Assn.  franchise  for  $17 
million,  Gaston  sold  40''  of  the  team  to 
the  public  in  a  deal  that  set  the  Celtics' 
market  value  at  $120  million — and  left 
the  partners  with  total  voting  control. 

That  was  then.  Now  is  very  different. 
Bird,  when  healthy,  is  still  a  franchise 
player,  but  Gaston  doesn't  look  so  sharp. 
Two  years  ago,  he  and  jjartners  Alan  N. 
Cohen  and  Paul  Pi.  Dupee  Jr.  bought  a 
Boston  radio  station  and  a  TV  station  to 
broadcast  Celtics  games.  However,  the 


partners  admit  in  Secu- 
rities &  Exchange  Com- 
mission filings  that  both 
stations  have  been  hem- 
orrhaging cash  from 
day  one.  The  partners 
are  not  talking,  but 
sources  familiar  with 
the  team's  operations 
say  the  broadcasting  fi- 
asco has  the  owners  at  odds  over  what 
to  do  with  the  team.  They've  asked  Mor- 
gan Stanley  &  Co.  for  advice.  The  Wall 
Street  firm  is  out  shopping  the  sta- 
tions— and  the  Celts.  Price:  $200  million. 

That's  quite  a  premium.  The  stations 
are  worth  less  than  tlie  $16.4  million 
Gaston  paid  for  them,  say  broadcast  in- 


THAT  GREEN  CELTICS 
TRADITION 
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dustry  sources,  and  the  $183.6  millioi 
■balance  of  the  asking  price  would  bi 
more  than  double  the  record  paid  for  ai 
NBA  team— $90  million  for  the  Orlandi 
Magic  late  last  year.  The  team's  marke; 
value  is  about  $129  million,  based  on  th^ 
price,  about  $20,  that  Celtics  limited 
partnership  units  havi 
fetched  recently. 

Still,  there's  at  leas 
one  interested  buyer 
Delaware  North  Cos 
which  along  with  it 
real  estate  and  fooc 
service  holdings  own 
the  National  Hocke; 
League's  Boston  Bruin 
and  the  Boston  Gar 
den — the  Celts'  and  tb 
Bruins'  home  arena 
Says  Lawrence  C 
Moulter,  who  runs  th 
Garden  for  Delaware  North:  "Whethe 
we  own  the  team  or  just  make  an  invest 
ment,  there's  a  certain  logic  to  it." 

The  logic  may  be  that  ownership  o 
the  Celtics  could  translate  into  financinj 
for  a  new  Boston  Garden.  Delawar 
North  originally  planned  to  build  ai 
18,000-seat,  $150  million  arena  by  tearr 


Top  Performing  Fund! 


Foreign  bonds?  I  can't  ignore  them  anymore. 
This  Fund's  performance  shows  why!* 

Here  are  two  compelling  reasons  for  investing  in  foreign  bonds.  Higher  yields 

than  may  be  offered  by  comparable  U.S.  bonds.  And  the  potential  to  re- 
^     duce  your  overall  portfolio  risk.  Scudder  International  Bond  Fund  offers 
\  you  these  benefits,  along  with  the  quality  of  a  high-grade  portfolio. 

Moreover,  for  the  two-  and  three-year  periods  ended  December  31, 
1991,  this  Fund's  total  return  ranl<:ed  #1  among  the  World  Income 
General  Funds  tracked  by  Lipper  Analytical  Services,  Inc.,  an 
independent  rating  service.*  Its  one-year  total  return  ranked 
second  among  this  peer  group.  Call  for  more  infor- 
mation on  this  puie  no-load™  investment. 


Scudder  International 
Bond  Fund 

1-800-225-2470  ext  2295 


SCUDDER 


America's  First  ^^|^ 
Family  of  No-Load  Funds 


Layper  tracked  31.  27  and  23  World  Income  General  Funds  for  the  h.  2-  and  3-year  periods,  respectively.  Adviser  expense  cap  enhanced  retuir. 

•  :ia  will  continue  to  October  31.  1992,  until  which  time  adviser  guarantees  expenses  will  not  exceed  1.25%.  Foreign  investing  involves  specia, 

•  isks,  such  as  currency  exchange  fluctuation.  Contact  Scudder  Investor  Services,  Inc..  Distributor,  for  a  prospectus  containing  more  complete 
!t\formation  on  management  fees  and  other  expenses.  Please  read  the  prospectus  carefully  before  you  invest  or  send  money. 


>'■-■  -VJSINESS  Wtf  K/FEBRUAR-- 


;  with  developers  who  wanted 
build  three  office  and  hotel 
A'ers  on  nearby  company- 
ned  land.  The  new  (iarden 
luld  be  paid  for  witli  profits 
ini  the  towers. 

rhe  deal  fell  through  when 
;  New  Enf^land  real  estate 
irket  tanked  in  19! 
!  Celtics'  profits,  a( 
a  larger  share  of  tl 
I  million  in  annual 
ome  from  a  new 
.rden's  luxury 
Kes,  might  well 
the  key  to  new 
ancing. 

Similar  deals 
ve  v/orked  be- 
'6.  The  Detroit 
itons,  for  exam- 
I,  parlayed  luxury 
K  lease  commitments 
irn  wealthy  fans  into  fi 
ncing  for  the  21,454-seat 
lace  of  Auburn  Hills.  Para- 
)unt  Communications  Inc. 
ns  Madison  Square  Garden, 
;  NBa's  Knicks,  the  NHL's  Rangers, 
d  cable-sports  channel  MSG,  which 
3WS  both  Knicks  and  Rangers  games. 
,ston  and  his  partners  may  have  bor- 
ved  the  "total  sports"  concept  from 


1 


THE  CELTS  HAVEN'T 
MADE  THE  NBA 
FINALS  SINCE  '87 


Paramount,  in  fact.  The  three  met 
while  working  at  Gulf  &  Western, 
Paramount's  corporate  predeces- 
sor, in  the  early  1980s. 

A  larger  (juestion  is  the  Celtics' 
prospects.  The  once-mighty  Celts 
haven't  reached  the  finals  of  the 
N'R.\  playoffs  since  the  1986-87  sea- 
d,  plagued  with  a  bad 
,   is  considering  re- 
•ement  at  the  end  of 
the  season.  At  38, 
center  Robert  Par- 
ish is  the  nba's  old- 
est player.  And  34- 
year-old  forward 
Kevin  McHale, 
nut   with   a  bad 
calf,   is  also  not 
ong  for  the  game. 
Any  [jotential  buyer 
ould  have  to  won- 
if  the  Celtics,  which 
lave  a  15-year  waiting  list 
season  tickets,  can  keep 
selling  out. 

The  team's  finances  also  bear 
scrutiny.  Revenues  are  rising, 
thanks  to  the  NBA's  TV  contracts  and 
higher  ticket  prices,  but  soaring  player 
costs  are  dragging  down  profits  (chart). 
Peter  A.  Russ,  an  analyst  at  Dominick  & 
Dominick  Inc.,  a  Wall  Street  investment 


firm,  says  the  team's  $25  million  payroll 
this  season  will  likely  cut  the  cash  divi- 
dend to  about  $1.80  this  fiscal  year  from 
$2.25  last  year.  Were  it  not  for  takeover 
talk,  he  says,  the  partnership  units 
would  be  trading  at  around  $15.50  or 
$l(i.  They  went  public  at  $18.50. 
A  CLASH?  A  sale  may  never  occur,  how- 
ever. Gaston  and  his  partners  wouldn't 
comment  for  this  story,  but  a  source 
close  to  them  says  they  consider  Dela- 
ware North  a  hostile  suitor.  And  Gaston 
has  insisted  publicly  that  he  wants  only 
to  "restructure"  team  ownership  while 
keeping  control.  But  a  source  in  the 
Boston  sports  community  says  Dupee  is 
prepared  to  sell.  Cohen's  wishes  are 
unknown. 

The  Celtics  aren't  Gaston's  only  prob- 
lem. Sportswriters  Filip  Bondy  and  Har- 
vey Araton  rough  him  up  in  their  new 
book  about  the  Celtics,  The  Selling  of 
the  Green.  And  Gaston  is  the  defendant 
in  a  multimillion-dollar  palimony  suit. 

The  owners  seem  destined  for  a  clash 
with  potential  buyers.  Suitors — whether 
they  invest  or  buy — will  surely  have 
trouble  paying  the  premium  asked  with- 
out gaining  a  management  say.  Gaston 
may  have  pulled  a  three-[)oint  play  when 
he  took  the  team  public,  but  this  time 
he's  unlikely  to  score  a  big  one  so  easily. 

Bi/  Geoff  re !)  Stiiith  in  Boston 


Audi  Surprise  Hit  Of  Tokyo  Auto  Show 


At  this  yearsTokyu  Auto  Show,  an  unexpected  entry  emerged  as  the  runaway  showstopper:  The  Avus 
Quattro  from  Audi.  The  Avus  boasts  a  high-strength  alloy  body,  509  horsepower,  and  a  60-valve,  12-cylinder 
engine.  Even  more  impressive  may  be  its  0-60  time  of  less  than  3  seconds.  Since  Audi  is  rumored  to  be  creating 
only  a  limited  number  of  this  exotic  car  for  the  European  market,  American  car  buyers  may  want  to  consider 
Audi's  other,  more  practical,  new  model  — the  Audi  100  V-6.  With  172  hp,  ABS  and  driver's  side  air  bag  stan- 
dard, the  all-new  Audi  100  also  features  a  more  reasonable  price  tag:  $28,500"         -KARLTREUTLER,  DETROIT 

'  Manufacturer's  suggested  retail  price,  excluding  taxes,  license,  freight,  dealer  charges  and  optic^ns  Pnce  subject  tc^  change 
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MARKETS  I 


SHOOTOUT 
IN  TICKERTOWN 


The  free-for-all  means  cheaper,  better  financial  data  for  users 


When  Citicoip  acquired  Quotron 
Systems  Inc.  in  1986  for  S680 
million,  it  seemed  like  a  sure- 
fire strategic  move.  Quotron  was  by  far 
the  leading  U.  S.  provider  of  stock-mar- 
ket quotes,  with  100,000  terminals  in 
brokerage  firms. 

Si.x  years  later.  Quotron's  hegemony 
has  evaporated.  It  faces  some  30  compet- 
itors, and  its  roster  of  terminals  has  fall- 
en to  60,000— vs.  70.000  for  rival  Auto- 
matic Data  Processing  Inc.  To  defend  its 
market  share,  Quotron  has  cut  prices  by 
nearly  two-thirds  in  the  past  three  years. 
And  although  Citicoqj  has  pumped  in 
more  than  il  billion.  Quotron  has  yet  to 
turn  a  profit.  After  taking  a  S400  million 
write-down  in  December,  CiticoiiJ  is  con- 
sidering unliiading  the  unit. 
RAMPANT  RIVALS.  That's  the  way  things 
are  in  the  S4  billion  industry  that  sup- 
plies real-time  stock,  bond,  and  foreign 
exchange  quotes  and  prices  to  Wall 
Street  traders  and  brokers.  Once-com- 
fortable monopolies  and  oligopolies  are 
being  underaiined  by  rampant  competi- 
tion. '"It's  really  amazing  how  leadership 
in  the  industiT  has  changed  overnight." 
says  New  York  consultant  Tom  Jordan. 
"Quotron  was  the  big  guy.  but  now 
they're  struggling." 

As  is  often  the  case,  technology-  has 
caused  the  change.  Data  that  were  once 
expensive  and  often  proprietan"  are  rap- 
idly becoming  commodities  available 
from  a  growing  number  of  vendors. 
Faced  with  falling  prices  and  shrinking 
margins,  former  industry  leaders  are 
fighting  to  offer  more  valueadded  ser- 
vices, such  as  transactional  systems  and 
analytical  tools.  But  the  startup  costs 
for  these  ventures  have  managed  to  put 


further  pressure  on  profits. 

Quotron  is  not  the  only 
company  feeling  the  pain. 
Telerate  Inc.,  a  wholly 
owned  subsidiary-  of  Dow 
Jones  &  Co.  since  1990.  has 
seen  its  monopoly  in  the 
government-securities 
market  erode  and  has 
been  having  difficulty 
penetrating  the  for- 
eign exchange  market. 
.\lthough  Telerate  is  still 
profitable,  Dow  Jones  took 
a  S32  million  write-down  la: 
Telerate's  forex  trading  system.  Some 
vendors  have  fared  worse.  Pont  Data, 
which  distributes  securities  prices  in  15 
countries  outside  the  U.  S..  recently  filed 
for  bankruptcy. 

Even  mighty  Reuters  Holdings  PLC. 
the  world's  largest  data  vendor,  which 
has  200,000  terminals  and  dominates  the 
foreign  exchange  market,  has  seen  its 
earnings  growth  fall  off.  In  1991.  pretax 
profits  rose  just  6.3-  ',  to  S636.3  million, 
while  revenues  were  up  T.l'f,  to  S2.74 
billion.  Pretax  profits  had  risen  31/'  in 
1989  and  13'-  in  1990.  By  contrast,  ag- 
gressive players  such  as  privately  owned 
Bloomberg  Financial  Markets,  a  small 
but  rapidly  expanding  data  pun-eyor, 
are  grabbing  market  share  from  the 
leaders. 

All  the  turmoil  could  mean  disruption 
for  users,  but,  on  balance,  they  have 
benefited  at  vendors'  expense.  Users  are 
getting  more  and  better  data  at  lower 
prices,  which  should  produce  more  effi- 
cient markets. 

The  gales  of  creative  destruction  have 
raged  most  furiously  in  the  stock-quote 


business.  From 
the  industry's 
infancy  in  the 
mid-1960s  until 
the  late  1980s, 
vendors  called 
the  shots.  They 
built  and  maintained  vast 
branch  networks  for  securities 
firms  and  distributed  stock-ex- 
change data  over  dedicated  terminals 
Once  a  brokerage  house  formed  a  rela 
tionship  with  a  vendor,  it  wasn't  easy  t( 
get  a  divorce.  The  dominant  vendors  ha( 
few  rivals.  "In  the  early  days  of  Quo 
tron,  the  infrastructure  to  get  data  feed: 
from  the  exchanges  was  expensive,' 
says  Bruce  Peterson,  president  of  EJ^ 
Partners,  a  consortium  of  securitie: 
firms  that  distributes  fixed-income  data 
'SLOW  TO  ADOPT.'  Today,  customers  an 
in  the  driver's  seat.  With  the  advent  o 
personal  computers  and  local  area  net 
works,  firms  can  design  and  build  thei 
own  systems.  "Customers  are  a  lot  mon 
sophisticated  today  than  they  were  i 


HOW  DATA  WARS  RIVALS  STACK  UP 

Ccn, petition  is  heating  up  in  tlie  $4  billion  business  for  real-time  financial 
market  data.  Easier  and  cheaper  access  to  technology  has  eroded  once- 
sclid  monopolies,  attracted  new  vendors,  and  given  customers  more  clout. 
A.!!  of  which  has  been  good  news  for  brokers  and  traders 
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NUMBER  OF  TERMINALS 


REUTERS  HOLDINGS 


British  company  dominates  world- 
wide market  for  foreign  exchange 
data  and  trading  systems  but  has 
had  less  success  competing  in  U.S. 
capital  markets 

200,000 


Dow  Jones  &  Co.  subsidiary  i 
supplier  of  U.S.  Treasury  pric 
Having  trouble  dislodging  Rei 
lead  in  foreign  exchange  pric 
trading  systems 

90,000 
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few  years 
ago,"  says 
Albert  Aielio, 
chief  informa- 
tion officer  of  Fi- 
delity Investments. 
"They're  not  intimidat- 
ed by  technology." 
Although  PC-based   quote  terminals 
d  become  widespread  by  the  mid- 
BOs,  Quotron  continued  to  rely  heavily 
dedicated  terminals  through  the  re- 
linder  of  the  decade,  opening  the  way 
[•  competitors  to  target  PC  users.  "You 
n  fault  us  for  being  slow  to  adopt 
dustry-standard  technology,"  says 
an  Weiss,  head  of  sales  and  marketing 
Quotron.  A  recent  agreement  with 
M  has  finally  brought  Quotron  into  the 
age. 

Telerate  is  battling  to  protect  its  pre- 
linence  in  the  government  securities 
irket.  During  the  1980s,  Telerate  be- 
me  the  dominant  provider  of  Treasury 


quotes,  through 
an  exclusive  ar- 
rangement with  bro- 
ker Cantor  Fitzger- 
ald. But  in  1987,  the 
General  Accounting  Of- 
fice, at  Congress'  re- 
quest, issued  a  report  call- 
ing for  wider  distribution  of 
prices.  To  avoid  government 
intervention,  the  Public  Securi- 
ties Assn.,  an  industry  group, 
recently  launched  GOVPX,  using 
quotes  from  other  brokers. 
Increased  access  to  Treasury  prices 
has  been  good  news  for  Telerate's  com- 
petitors. "(;()VPX  is  helping  us,  because 
it's  opening  up  Telerate's  historical  mo- 
nopoly," says  Brian  Vaughan,  president 
of  Reuters'  Americas  group.  Adds  Don 
Totter,  deputy  managing  director  of 
Knight-Ridder  Financial,  a  fast-growing 
unit  of  Knight-Ridder  Inc.:  "We're  clos- 
ing major  deals  that  wouldn't  have  been 
available  to  us." 

With  Treasury  prices  becoming  a 
cheap  commodity,  Telerate  has  realized 
somewhat  belatedly  that  it  needs  to  add 
more  value-added  services.  "There  is  an 
awful  lot  of  pressure  for  cost-cutting," 
says  Henry  Becher,  executive  vice-presi- 
dent of  Telerate.  "Vendors  are  being 
asked  to  provide  more  for  the  same 
amount  of  money."  Telerate  is  beefing 
up  its  analytics,  which  allow  customers 
to  evaluate  their  portfolios  under  differ- 
ent risk  and  interest-rate  scenarios,  and 
adding  historical  data.  "We  were  a  little 


late  in  both  these  areas,"  concedes  Carl 
M.  Valenti,  president  of  Telerate  and  se- 
nior vice-president  of  Dow  Jones.  Tele- 
rate's sluggishness  in  introducing  ana- 
lytics helped  upstart  Bloomberg 
Financial  Markets  gain  a  beachhead  in 
the  fixed-income  market. 

The  longest-surviving  monopoly  has 
been  Reuters'  domination  of  the  foreign 
exchange  market,  which  trades  $600  bil- 
lion daily.  In  addition  to  being  the  main 
source  of  prices,  Reuters  handles  357(  of 
the  trades  on  a  transactional  system 
that  is  essentially  a  high-speed  telex. 
The  rest  are  done  over  the  phone 
through  brokers  or  between  traders.  Te- 
lerate's efforts  to  break  into  forex  trans- 
actional systems  have  been  relatively  un- 
availing so  far.  Eric  S.  Philo,  a  Goldman, 
Sachs  &  Co.  analyst,  estimates  that  Dow 
Jones  has  lost  as  much  as  $100  million 
on  The  Trading  Service,  a  transactional 
system  that  has  been  slow  to  catch  on. 
BLACK-BOX  BROKERS.  Competition, 
though,  is  heating  u}).  In  September, 
1990,  Quotron  launched  F/X  Trader,  a 
transactional  system  that  has  won  new 
customers.  But  the  biggest  action  is  the 
race  to  develop  automated  systems  that 
anonymously  match  trades  without  bro- 
kers. Reuters  is  rolling  out  its  long-de- 
layed Dealing  2000-2  (BW— Feb.  17). 
Quotron  plans  to  enter  automated 
matching  through  a  joint  venture  with  a 
consortium  of  11  U.S.  and  European 
banks.  Telerate  has  allied  itself  with 
MIXEX,  a  Japanese  forex  matching 
system. 

With  Reuters,  Telerate,  and  Quotron 
all  planning  to  offer  similar  matching 
systems,  one  vendor  seems  bound  to  be 
knocked  out.  "There  simply  isn't  room 
for  three  systems,"  says  Albert  Soria,  a 
foreign  exchange  trader  at  Kansallis- 
Osake-Pankki  in  New  York.  With  its 
commanding  lead,  Reuters  is  unlikely  to 
be  the  loser,  but  competition  could 
squeeze  margins. 

In  short,  the  halcyon  days  of  monopo- 
ly franchises  seem  gone  for  good.  "This 
business  isn't  as  much  fun  as  it  used  to 
be,"  says  Dennis  Waters,  president  of 
Waters  Information  Services,  an  indus- 
try consultant.  But  it's  a  lot  more  fun 
for  the  users. 

Bif  Monica  Roman  in  New  York 


MATIC  DATA  PROCESSING 


jhead  of  Quotron  for  No.  1 
in  U.S.  stock  quotes.  Posi- 
Ded  by  sizable  presence 
brokerage  bock-office 

70,000 


QUOTRON  SYSTEMS 


Beleaguered  Citicorp  unit  is  bot- 
tling to  regain  former  leadership 
in  U.S.  stock-quote  business. 
Also  fighting  Reuters  in  foreign 
exchange 

60,000 


KNIGHT-RIDDER 


Leader  in  quotes  for  commodity 
and  financial  futures.  Respected 
news  service  is  helping  forays  into 
other  markets,  such  as  U.S.  Trea- 
sury securities 

28,000 


BLOOMBERG  FINANCIAL  MARKETS 


Aggressive  upstart  whose  exclusive 
analytical  offerings  hove  let  it 
make  inroads  into  the  U.S.  fixed-in- 
come market.  Also  aided  by  rapidly 
growing  news  service 

14,000 


NCE 
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BY  GENE  G.  MARCIAL 


AFTER  SEVERAL 
ALTERATIONS, 
SINGER  LOOKS  SHARP 


it'member  the  once-ubiquitous 
Singer  sewing  machine?  True, 
kit's  no  longer  among  the  na- 
tion's hottest  products.  But  overseas, 
particularly  in  East  Asia  and  Latin 
America,  sewing  machines  are  selling 
like  hot  cakes.  And  Singer  has  re- 
emerged  as  a  new  company  whose 
stock  has  zipped  up  from  lAVi  to  20 
since  its  Aug.  2  initial  public  offering. 

For  investors  "looking  to  participate 
in  the  rapidly  expanding  markets 
abroad,  especially  in  the  so-called 
emerging  countries.  Singer  is  the  stock 
to  own,"  says  Chris  Helton,  a  portfolio 
manager  and  director  of  equity  re- 
search at  Security  Pacific.  He  notes 
that  Singer  is  again  thriving  as  a  sew- 
ing-machine maker  as  well  as  a  world- 
wide distributor  of  consumer-electronic 
appliances.  The  bulk  of  its  sales  and 
earnings  come  from  overseas. 

In  the  1970s  and  1980s,  Singer  deem- 
phasized  sewing  machines  in  favor  of 
aerospace  and  computers  (prior  to  the 
company's  takeover  by  Paul  Bilzerian). 
The  sewing-machine  operation  was 
spun  off  in  1986  and  renamed  SSMC.  In 
1989,  Semi-Tech  (Global),  a  Hong  Kong 
company  headed  by  James  Ting,  ac- 
quired SSM('.  As  new  chairman  and 
{'EG,  Ting  reinstated  the  Singer  name 
and  took  the  company  public  last  year. 

Now  listed  on  the  Big  Board,  Singer 
is  "very  attractive  as  an  earnings-driv- 
en company,"  says  Helton,  "and  we 
think  its  undervalued  stock  will  double 
over  the  next  12  to  18  months." 
'POWERFUL  NAME.'  Another  Singer  bull 
is  Merrill  Lynch,  which  managed  the 
company's  recent  stock  offering.  Mer- 
rill analyst  Jonathan  Goldfarb  says 
Singer  is  putting  to  good  use  "its  pow- 
erful brand  name  and  global-distribu- 
tion system,  which  has  been  revitalized 
in  recent  years."  With  35,000  outlets 
around  the  world.  Singer  sells  other 
consumer  appliances,  such  as  cassette 
iilayers  and  VCRs,  using  the  Singer  la- 
'  el.  The  company  has  attractive  con- 
icts  with  such  original-equipment 
.-•!;[)liers  as  Sony,  Philips,  and  Matsu- 
s'lita  Electric  Industrial. 

:-';inger  is  trying  to  resuscitate  sales 
ii-  Ni)i'th  America,  which  contribute 
iliiin  15'a  of  total  sales.  Earnings 
ai  .-Miiger  have  risen  to  $22  mi'lion  in 
19f  .  from  $13  million  in  1989,  thanks  in 
part  io  ;-ueh  big  U.  S.  customers  as 
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Wal-Mart  Stores  and  House  of  Fabrics. 

So,  in  spite  of  the  recession.  Singer's 
earnings  and  return  on  equity  "have 
improved  impressively,"  says  Goldfarb. 
Last  year,  earnings  jumped  to  $1.36  a 
share  from  1990's  $1.02,  and  Goldfarb 
expects  net  to  hit  $1.55  a  share  this 
year  and  then  rise  10'a  to  15'/r  in  1993. 
Also  impressive,  he  notes,  is  Singer's 
modest  long-term  debt  of  $24  million. 


A  FORMER  BULL 
SAYS:  HIBERNATE 


Investors  who  have  taken  Richard 
Eakle's  investment  advice  in  recent 
years  have  made  a  bundle.  As  one 
of  the  intrepid  bulls  of  the  1980s,  Eakle 
made  a  number  of  bold  and  brilliant 
market  calls.  His  recent  biggie  was  ur- 
gent advice  on  Jan.  16,  1991 — the  eve 
of  Operation  Desert  Storm — to  aggres- 
sively buy,  buy,  buy.  The  Dow  racked 
up  450  points  through  April,  when  the 
market  started  to  pull  back.  But  his 
continued  bullishness  paid  off  again  in 
December,  when  the  Dow  started  its 
giant  move  that  brought  it  to  record 
highs  in  January. 

The  word  from  Eakle  now:  sell.  "I 
see  a  pullback  that  should  hammer  the 
Dow  down  57'  to  Ta  and  the  NASDAQ 
157,"  he  warns.  While  he  thinks  the 
secular  uptrend  from  1982  is  intact, 
"the  current  upleg  has  pushed  to  its 
limits  for  the  short-to-intermediate 
term,"  says  Eakle,  publisher  and  editor 
of  Eakle  Report  in  Fair  Haven,  N.J. 

He  sees  a  lot  of  dire  warning  signs. 
Market  advisers  have  turned  over- 
whelmingly bullish — 607,  vs.  19.17 
bearish — the  most  bulls  and  the  fewest 
bears  since  Aug.  25,  1987,  two  months 


before  that  year's  Monday  crash. 
Moreover,  the  "negative  divergence" 
that  now  exists  between  the  Dow 
Jones  industrial  and  transportation  av- 
erages is  reminiscent  of  such  occur- 
rences that  preceded  serious  market 
declines  in  past  years.  The  Dow  indus- 
trials hit  a  record  high  of  3276  on  Feb. 
12,  while  the  transports  remain  way 
below  the  1540  peak  registered  on  Oct. 
19,  1989.  And  that,  warns  Eakle,  means 
trouble. 

He  has  been  heavily  shorting  stocks, 
led  by  biotechs  and  drugs.  At  the  top 
of  his  list:  American  Home  Products, 
Johnson  &  Johnson,  Immune  Re- 
sponse, Merck,  Borland  International, 
and  U.  S.  Surgical. 


SLY  MOVES 
AT  FOXMEYER? 


Some  pros  are  snapping  up  shares 
of  FoxMeyer  as  a  backdoor 
drug-stock  play.  As  the  nation's 
third-largest  wholesale  drug  distribu- 
tor, FoxMeyer  is  an  "attractive  way  to 
participate  in  the  drug  industry's  rapid 
growth,"  says  portfolio  manager  Ron 
Breitweiser  of  Clairvest. 

But  the  real  excitement  over  Fox- 
Meyer, now  trading  at  its  book  value 
of  $13  a  share,  is  its  potential  as  a  deal 
stock.  FoxMeyer's  co-chairman  is  take- 
over pro  Abbey  Butler,  who  heads  Cen- 
iaur  Partners,  which  owns  187^  of  Na- 
tional Intergroup,  which  in  turn  owns 
677  of  FoxMeyer.  Intergroup  has 
shopped  for  a  buyer  for  FoxMeyer, 
which  went  public  in  mid-August  at 
14 '/2.  But  so  far.  Centaur  has  been  cool 
to  unofficial  feelers  from  some  indus- 
try majors,  which  apparently  have  not 
come  up  with  the  right  price.  Still,  sev- 
eral corporate  insiders,  including  But- 
ler, have  been  buying  shares  in  the 
open  market.  Speculates  one  investor: 
"Why  did  these  insiders  buy  more 
shares  after  taking  FoxMeyer  public? 
The  answer  may  be  that  they  have  be- 
come aware  of  a  deal  in  the  making." 

Breitweiser  says  he  wouldn't  be  sur- 
prised if  a  buyout  surfaces.  But  even, 
without  a  deal,  he  thinks  FoxMeyer  is| 
a  must-buy  based  on  its  improving  fun-| 
damentals:  "In  about  six  months,  the 
pros  who  buy  into  companies  that  theylj 
surmise  will  post  a  positive  earningsij 
surprise  will  be  flocking  to  FoxMeyer,"!] 
Breitweiser  says.  He  expects  the  com-ij 
pany  to  earn  $1.30  a  share  in  the  year  i 
ending  Mar.  30,  1993,  up  from  an  esti- 
mated $1.10  in  fiscal  1992  and  $1.05  in  | 
1991.  Breitweiser  thinks  the  stock  will 
double  in  a  year. 
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THIS  TIME,  IT  PAYS 
TO  BE  NEARSIGHTED 


Investors  are  flocking  to  short-  and  intermediate-term  bond  funds — and  with  good  reason 


^ktfhen  interest  rates  dropped  in 
the  mid-1980s,  yield-hungry  in- 
W^m  vestors  barreled  into  long- 
n  U.  S.  government  bond  funds,  only 
suffer  large  losses  when  rates  shot 
in  1987.  They  then  turned  to  "high- 
d"  bond  funds.  But  the  junk-bond 
rket  collapsed,  big  issuers  defaulted, 
.  the  value  of  the  funds  plunged. 
N,  with  bank  interest  rates  at  a  20- 
r  low,  people  are  pouring  money  into 
tual  funds  that  invest  in  shorter-term 
ds.  Will  the  crowd  be  wrong  again? 
lot  likely.  This  time,  bond-fund  buy- 
are  finally  getting  it  right.  In  equity 
ds,  it's  best  to  invest  for  the  long 
n.  But  in  bond  funds,  shorter  is  bet- 
— whether  it's  corporate,  government, 
nicipal,  or  international.  In  fact,  27  of 
36  bond  funds  that  won  the  top  per- 
mance  rating  in  the  BUSINESS  WEEK 
tual  Fund  Scoreboard  are  short-  to 
3rmediate-term  funds 
)le,  page  92).  To  help  in- 
tors  identify  the  best 
id  funds,  we've  expand- 
the  annual  Scoreboard 
cover  555  funds,  100 
re  than  last  year. 
We're  thankful  that 
3t  of  the  new  money  has 
n  coming  into  the  short- 
1  intermediate-term 
ds,"  says  Ian  MacKin- 
I,  head  of  fixed-income 
sstments  for  Vanguard 
)up.  "Shareholders  are 
just  trying  to  maximize 
d.  They  can  perceive  the 
:s  and  act  accordingly." 
.ANCING  ACf.  Short-term 
ids  (and  short-term  bond 
ds)  typically  yield  less 
n  intermediate-term 
ids,  and  both  yield  less 
n  long-term  funds.  But 
id  doesn't  tell  the  whole 
ry.  The  longer  the  matu- 
'  of  a  bond — the  time  un- 
the  principal  is  returned 

the  issuer — the  more 
sitive  the  bond's  price  is 

changes  in  interest 
3S.  So  determining  the 


optimal  fixed-income  investment  is 
weighing  how  much  more  risk  you  have 
to  take  for  the  extra  yield. 

Investors  can't  take  all  the  credit  for 
flying  to  shorter-term  funds.  They  are 
responding  partly  to  what  mutual-fund 
companies  promote.  Says  Avi  Nachmany 
of  Strategic  Insight,  a  mutual-fund  con- 
sulting firm:  "These  'low-volatility' 
funds  have  been  designed  for  winning 
customers  from  depository  institutions, 
and  they've  been  very  successful." 

Not  all  short-term  or  "low-volatility" 
funds  are  alike.  The  funds  get  a  lot 
more  specific  in  their  prospectuses.  In 
general,  most  short-term  funds  keep 
their  portfolio  maturities  below  three 
years.  Intermediate  funds  may  stretch 
as  high  as  10  or  12.  Beyond  that,  a  bond 
fund  is  usually  considered  long-term. 

Long-term  yields  look  really  tempting 
right  now.  Francis  H.  Trainer  Jr.,  head 


Total  return* 


Type  of  fund 

1991  1989-9r 

*  1987-91** 

CORPORATE-HICH-YIELD 

38.7% 

5.8' 

/o  6.4% 

CONVERTIBLE 

27.0 

1  1.5 

8.4 

CORPORATE-GENERAL 

17.3 

10.4 

8.6 

CORPORATE-HICH-QUALITY 

15.3 

1 1.7 

8.9 

GOVERNMENT-TREASURY 

14.7 

12.2 

9.5 

GOVERNMENT-GENERAL 

14.0 

1  1.5 

8.4 

GOVERNMENT-MORTGAGE 

13.9 

12.1 

9.2 

MUNICIPAl-HIGH-YIELD 

11.7 

9.2 

7.5 

MUNICIPAL-INSURED 

1  1.7 

9.2 

7.3 

MUNICIPAL-GENERAL 

1 1.6 

9.1 

7.3 

INTERNATIONAL 

11.0 

10.5 

9.3 

TAX-EXEMPT  FUND  AVERAGE 

11.6 

9.1 

7.3 

TAXABLE  FUND  AVERAGE 

19.0 

10.4 

8.3 

ALL  BOND  FUND  AVERAGE 

15.6 

9.8 

7.8 

LEHMAN  BROS.  GOVT./CORP.  BOND  INDEX 

16.1 

12.8 

9.6 

*Capital  appreciation  plus  reinvestment  of  dividends 

*  *  Average  annual 

DATA: 

MORNINGSTAR  INC, 

of  fixed-income  investing  at  Sanford  C. 
Bernstein  &  Co.  and  portfolio  manager 
of  the  top-rated  Bernstein  Short  Dura- 
tion Plus  Fund,  says  that  most  of  the 
time,  investors  pick  up  only  an  additional 
0.5  percentage  points  in  moving  from 
short-  to  intermediate-term  securities, 
and  another  0.5  percentage  points  for 
going  long-term.  A  two-year  Treasury 
note  currently  yields  only  57',  and  a  30- 
year  bond,  '7.89^.  That's  an  unusually 
high  difference  between  short-  and  long- 
term  rates. 

JUNK  BUNK.  But  beware  the  long  term. 
If  interest  rates  go  up  one  percentage 
point,  the  price  of  short-term  bonds  may 
be  cut  by  2%;  the  intermediates,  57',  but 
the  long-term,  127',  offsetting  18  months 
of  interest.  Says  Trainer:  "The  risks  in 
long-term  bonds  are  such  that  you  might 
as  well  buy  equities." 

Of  course,  none  of  this  mattered  much 
in  1991,  when  interest  rates 
fell.  Bonds  soared  and  bond 
funds  scored  the  best  total 
returns  since  1985.  The  juic- 
iest returns  came  from 
high-yield  corporates,  or 
junk-bond  funds,  up  38.77. 
But  that's  only  a  rebound 
from  several  disastrous 
years.  The  longer-term  re- 
turns tell  the  real  story.  A 
thousand  dollars  invested 
in  the  average  junk  fund  at 
the  start  of  1989  would 
have  grown  to  only  $1,185 
at  the  end  of  1991.  That's 
less  than  what  the  average 
money-market  fund  would 
have  returned. 

Morever,  few  junk-bond 
investors  stuck  around  for 
the  rebound.  Consider  the 
Dean  Witter  High  Yield  Se- 
curities Fund,  which  two 
years  ago  had  about  $1.1 
billion  in  assets.  In  1990,  it 
posted  an  abysmal  negative 
40.17  total  return,  and 
shareholders  left  in  droves. 
Despite  a  67.27  bounce- 
back  in  1991,  the  fund  now 
has  only  about  $425  million 
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in  assets.  New  investors 
missed  tlie  revival,  too. 
Only  87'  of  the  the  $78.4 
billion  invested  in  bond 
funds  last  year  went  to 
hifjh-yield  funds. 

The  junk-bond  funds 
and  the  convertible  bond 
funds,  up  277',  drew 
their  strength  less  from 
falling  rates  than  from 
the  buoyant  stock  mar- 
ket. Rising  stock  prices 
allowed  junk-bond  issu- 
ers to  sell  stock,  improv- 
ing the  capitalization  of 
the  companies  and  bol- 
stering their  credit- 
worthiness. Converts — 
bonds  convertible  into 
common  stock — rose  as 
prices  for  the  underly- 
ing stocks  soared.  Junk 
and  convertible  funds 
can  prosper  as  long  as 
the  stock  market  does, 
though  a  repeat  of 
1991's  results  doesn't 
seem  likely. 

But  bond  funds 
looked  smart  in  1991 
even  without  the  help  of 
the  stock  market.  Tax- 
able funds,  excluding 
high-yields  and  convert- 
ibles, racked  up  total  re- 
turns of  14.47'.  Because 
of  the  recession,  the 
fixed-income  market  ex- 
perienced a  "flight  to 
quality,"  and  higher- 
quality  corporate  and 
Treasury  bond  funds 
fared  best.  Mortgage 
funds — those  that  invest 
in  U.  S.  government- 
backed  mortgage  securi- 
ties— fell  behind  in  total 
returns  even  though  the 
interest  rates  of  those 
securities  are,  on  aver- 
age, about  one  percent- 
age point  higher  than 
Treasuries  of  compara- 
ble maturities. 

"That's  about  what 
you  would  expect  when 
interest  rates  are  falling,"  says  Randall 
Merk,  portfolio  manager  of  the  Benham 
ONMA  Income  Fund,  one  of  six  mortgage 
i!inds  earning  BW's  highest  rating, 
•hree  up-arrows.  Merk  says  the  price 
1  rformance  of  mortgage-backed  securi- 
ts''s  is  now  sluggish  because  of  a  wave 
o!  re-'inancings.  Once  that  passes — 
whic'i  ]ie  thinks  will  happen  in  the  sec- 
ond qu  irter — the  performance  of  mort- 
>^ag'  funds  shou'd  pick  up.  While  over 
the  longer  haul  mortgage  funds  have 
trailed  long-term  Treasuries,  they  are 


MASTERS  OF  THE  BOND-FUND  UNIVERSE 


These  36  funds  have  earned  three 
upward-pointing  arrows,  the  highest  award  for 
risk-adjusted  performance  over  the  past  three  years 


Fund                                         Average  annual  total  return* 

Type  of  fund 

AARP  GNMA  &  U.  S.  TREASURY 

1 1.9% 

Govern  men  t — Qsnerol 

BENHAM  GNMA  INCOME 

13.2 

Government — mortQOQe 

BERNSTEIN  SHORT  DURATION  PIUS 

10.1 

Corporo  te — Qenerol 

CALVERT  T/F  RESERVES  LIMITED-TERM 

6.7 

Municipal — general 

DREYFUS  SHORT-INTERMEDIATE  GOVERNMENT 

1 1.7 

Government — general 

DREYFUS  SHORT-INTERMEDIATE  T/E  BOND 

7.1 

AAun  ic  1  pal — general 

DUPREE  KENTUCKY  TAX-FREE  INCOME 

9.7 

AA  un  ic  1  pol — general 

FIDELITY  AGGRESSIVE  TAX-FREE 

9.6 

Municipal — high -yield 

FIDELITY  GINNIE  MAE 

12.6 

^^overn  ment — mortgage 

FIDELITY  GOVERNMENT  SECURITIES 

12.7 

Government — general 

FIDELITY  LIMITED-TERM  MUNICIPAL 

8.6 

AAu  n  IC  1  pa  1 — genera! 

FIDELITY  MASSACHUSETTS  TAX-FREE  HIGH-YIELD 

9.3 

Municipal — high- yield 

FIDELITY  MORTGAGE  SECURITIES 

12.5 

Government — mortgage 

FIDELITY  SPARTAN  LIMITED  MATURITY 

10.5 

Government — general 

FIDELITY  SPARTAN  SHORT-INTERM.  MUNICIPAL 

7.2 

M  u  n  IC  ipol — generol 

lAI  RESERVE 

8.4 

Corporate — high-quality 

MERRILL  LYNCH  MUNICIPAL  LIMITED  MATURITY 

6.9 

Municipal — general 

NEUBERGER/BERMAN  LIMITED  MATURITY  BOND 

10.6 

Corpora  te — h  ig  h-c|ua  1 1  ty 

NEUBERGER/BERMAN  ULTRA-SHORT  BOHD 

8.4 

Corpora  te — high-q  ual  i  ty 

T.  ROWE  PRICE  GNMA 

13.0 

Government — mortgage 

T.  ROWE  PRICE  TAX-FREE  HIGH-YIELD 

9.8 

Municipal — high-yield 

ROCHESTER  FUND  MUNICIPALS 

9.6 

Municipal — general 

SCUDDER  GNMA 

12.6 

Government — mortgage 

SCUDDER  MEDIUM-TERM  TAX-FREE 

8.1 

Municipal — general 

SCUDDER  SHORT-TERM  BOND 

12.5 

Corporate — high-quality 

SIT  "NEW  BEGINNING"  TAX-FREE  INCOME 

8.3 

Municipal — general 

STEINROE  HIGH-YIELD  MUNICIPALS 

9.6 

Municipal — high-yield 

UNITED  MUNICIPAL  HIGH-INCOME 

9.9 

Municipal — high-yield 

USAA  TAX-EXEMPT  SHORT-TERM 

7.0 

Municipal — general 

VALUE  LINE  U.S.  GOVERNMENT  SECURITIES 

12.9 

Government — general 

VANGUARD  FIXED-INCOME  GNMA 

13.9 

Government — mortgoge 

VANGUARD  FIXED-INCOME  SHORT-TERM  CORPORATE 

1 1.3 

Corporate — high-quality 

VANGUARD  FIXED-INCOME  SHORT-TERM  FEDERAL 

11.0 

Government — general 

VANGUARD  MUNICIPAL  LIMITED-TERM 

8.2 

Municipal — general 

VANGUARD  MUNICIPAL  SHORT-TERM 

7.0 

Municipal — general 

WPG  GOVERNMENT  SECURITIES 

12.3 

Government — general 

*  1989-91 

DATA:  MORNINGSTAR  INC. 

less  volatile,  too,  since  they  carry  aver- 
age maturities  of  7  to  10  years. 

In  fact,  most  government-bond 
funds — except  those  that  specify  they 
only  invest  in  Treasuries — use  mort- 
gage-backed securities  to  enhance  their 
returns.  "We've  sold  virtually  all  our 
Treasuries,"  says  Curt  Hollingsworth, 
portfolio  manager  of  the  $2  billion  top- 
performing  Fidelity  Spartan  Limited  Ma- 
turity Government  Fund.  "Now,  we're 
all  in  Ginnie  Maes  because  they  offer 
the  best  value." 


International  bom 
funds  haven't  fared  wel 
in  BW's  ratings.  Whili 
most  concentrate  thei 
portfolios  on  shorter  ma 
turities  to  reduce  inter 
est-rate  risk,  they  als( 
face  currency  risk.  Thi: 
makes  them  volatile  an( 
hurts  their  ratings.  Fo 
those  who  can  take  vola 
tility,  returns  have  beei 
good.  In  1990,  interna 
tional  funds  had  a  re 
turn  of  14.47",  by  far  th( 
best  group  performe 
that  year.  Although  lag 
gards  in  1991,  they  stil 
delivered  117. 
OFF  THE  MAP.  One  sor 
of  long-term  investmen 
that  has  fared  well  in  re 
cent  years  is  "high 
yield"  municipal  funds 
True,  high-yield  muni; 
have  longer  maturitie; 
than  their  corporati 
cousins,  but  their  credi 
quality  is  far  better 
They  are  not  junk  funds 
Take  the  T.  Rowi 
Price  Tax-Free  Higl; 
Yield  Fund,  with 
three-year  average  ar 
nual  return  of  9.87.  It' 
really  an  investment 
grade  fund.  Portfoli 
manager  William  Reyr 
olds  says  the  fund  pick 
up  higher  returns  by  r( 
searching  obscure  coi 
ners  of  the  muni  mai 
ket.  "You  have  60,000  t 
80,000  issuers,  and  mos 
are  too  small  and  se! 
bonds  too  infrequentl 
to  get  ratings,"  he  says 
"That  doesn't  mea 
they're  bad  credits. 
Such  bonds  sport  highe 
yields  than  those  of  be; 
ter-known  issuers. 

Beyond  maturitie 
and  credits,  the  critic; 
factor  in  bond-fund  n 
turns  are  expense 
With  the  battle  for  yiel 
so  intense,  every  basis  point — one  om 
hundredth  of  a  percent — counts.  Vai 
guard's  funds  do  well,  in  part,  becaus 
they're  low-overhead,  taking  a  mere  0.2 
percent  of  assets  annually.  The  averag 
bond  fund  in  the  BW  Mutual  Fun 
Scoreboard  spends  0.97  percent,  or  91 
for  every  $100.  That  may  not  sound  lik 
a  lot,  but  every  penny  that  isn't  spent  o 
expenses  goes  right  to  your  pocke 
Keep  that  in  mind  as  you  review  tl ! 
Scoreboard,  which  starts  on  page  93. 
By  Jeffrey  M.  Laderman  in  New  Yoi 
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ings  measure  risk-adjusted  performance.  This 
ws  how  well  a  fund  performed  relative  to  other 
is  and  relative  to  the  level  of  risk  it  took.  Riskod- 
ed  performance  is  determined  by  subtracting  a 
d's  risk-of-loss  factor  (see  below)  from  its  historic 
il  return.  Performance  calculations  are  based  on 
three-year  time  period  between  Jan  1,  1989, 
I  Dec.  31,  1991.  For  rating  purposes,  funds  are 
ded  into  two  groups:  municipal  bond  funds  and 
Mher  funds.  Ratings  are  based  on  a  normal  ste- 
rol distribution  within  each  group  and  awarded 
ollows 


Superior  performance 
Very  good  performance 
Above-average  performance 
Average  performance 
Below-average  performance 
Poor  performance 
Very  poor  performance 


risk-of-loss  factor  is  the  potential  for  losing  mon- 
in  a  fund,  calculated  as  follows:  The  monthly 
3sury  bill  return  is  subtracted  from  the  fund's  to- 
eturn  for  each  of  the  36  months  in  the  rating  pe- 
i.  When  a  fund  has  not  performed  as  well  as 


Treasury  bills,  the  result  is  negative.  The  sum  of  these 
negative  numbers  is  then  divided  by  the  number  of 
months  in  the  period.  The  result  is  a  negative  num- 
ber, and  the  greater  its  magnitude,  the  higher  a  share- 
holder's risk  of  loss. 

PERFORMANCE  COMPARISON 

The  tables  provide  performance  data  over  three  time 
periods.  Here  are  equivalent  total  return  figures  for 
the  Lehman  Brothers  Government/Corporate  Bond 
Index  during  those  periods: 

1991  16.1% 
Three-year  overage  (1989-91 )  12.8% 
Five-year  average  ( 1 987-91 )  9.6% 
FUND  CATEGORIES 

The  tables  group  funds  in  one  of  six  categories, 
based  on  assets:  Corporate,  Government,  Municipal, 
International,  and  Convertible. 
SALES  CHARGE 

The  cost  of  buying  a  fund,  commonly  called  the 
"load."  Most  funds  take  loads  out  of  initial  invest- 
ments, and  for  BW  rating  purposes  performance  is 
reduced  by  the  amount  of  these  charges.  Loads  on 
withdrawals  can  take  two  forms.  Deferred  charges 
decrease  over  time  usually  ending  after  shares  have 
been  owned  five  years.  Redemption  fees  are  im- 
posed whenever  investors  sell  their  shares.  Funds  with 
none  of  these  charges  ore  called  "no-load." 

EXPENSE  RATIO 

Fund  expenses  for  1991  as  a  percentage  of  aver- 


age net  assets.  The  measures  show  how  much  share- 
holders pay  for  fund  management.  Footnotes  indi- 
cate 12(b)-l  plans,  which  allocate  shareholder  mon- 
ey for  distribution  costs. 
TOTAL  RETURN 

A  fund's  net  gain  to  investors,  including  reinvestment 
of  dividends  and  capital  gains  at  month-end  prices. 
YIELD 

The  income  a  fund  earned  on  its  portfolio  investments 
during  1991,  expressed  as  a  percentage  of  the 
fund's  yearend  net  asset  value  per  share. 
MATURITY 

The  overage  maturity  of  the  securities  in  a  fund's  port- 
folio, weighted  according  to  the  market  value  of 
those  securities. 
TREND 

A  fund's  relative  performance  during  the  three  1 2- 
month  periods  from  Jan.  1,  1989,  to  Dec.  31,  1991. 
The  boxes  read  from  left  to  right,  and  the  level  of 
green  in  each  box  tells  how  the  fund  performed  rel- 
ative to  other  funds  during  the  period;  CH  for  the 
top  quortile;  Q  for  the  second  quartile;  D  for  the 
third  quartile;  and  LJ  for  the  bottom  quartile.  An 
empty  box  indicates  that  a  fund  is  not  rated  for  that 
time  period. 

TELEPHONE  NUMBERS 

The  index  on  page  1 04  has  telephone  numbers  for 
each  fund  or  fund  group. 


RATING 


SIZE 


FEES 


ASSETS 
$  MIL 


%  CHG. 
199a9t 


SALES  EXPENSE 
CHARGE  (%)  RATIO  (%) 


PERFORMANCE 

TOTAL  RET  (%) 
I  YR  3YRS  I 


PORTFOLIO 

YIELD  MATURITY 
(YEARS) 


TREND 

3-YEAR 
ANALYSIS 


>RPORATE 

L  INCOME 

tP  HIGH-QUALITY  BOND 
lANCE  BOND  HIGH-YIELD 


AVG 

♦    #  ♦ 


195 
234 
104 


2  58 
9  48 
0  12 


4.75 
No  load 
4.75 


l.OOt  15.7 
1.17  154 
1.60t  33.0 


12.2 
1 1.7 

-0.6 


8  9 

1.3 


7  2 
6.6 
1 1.6 


14.0 
20.2 
8.5 


lANCE  BOND  MONTHLY  INCOME  64 

ERICAN  CAPITAL  CORPORATE  BOND  ^  1 89 

ERICAN  CAPITAL  HIGH-YIELD  INVSTMTS.  ♦    ♦  ♦  361 

ERICAN  HIGH-INCOME  ^  284 

:H  DIVERSIFIED  F/l  INVESTOR  SHARES  AVG  101 


-8 
0 
40 
94 
814 


4.75 
4.75 
4.75 
4.75 
4.50 


1.44r 
l.OOt 
1.06t 
l.OOt 
0.62 


18.1 
16.7 
41.3 
32.4 
15.3 


12.1 
9.1 
1.5 
11.8 
10.9 


9.5 
9.3 
4.1 


8.9 
8.2 
13.1 
10.3 
7.2 


14.9 
17.3 
8.4 
5.9 
10.8 


iSON  BOND  L 

iTLETT  CAPITAL  FIXED-INCOME 
:NSTEIN  GOVERNMENT  SHORT  DURATION 
!NSTEIN  INTERMEDIATE  DURATION 
:NSTEIN  SHORT  DURATION  PLUS 


#    ♦  « 


114 
163 
225 
418 
451 


26 
1 

38 
56 
17 


No  load 
No  load 
No  load 
No  load 
No  load 


0.97 
1.00 
0.70 
0.68 
0.67 


15.0  12.1 
144  11.1 
1 1.2 
17.1 

12.4  10.1 


9.5 
8.7 


8.0 
6.9 
6.1 

7.2 
6.9 


11.8 
5.1 
4.3 

13.0 
4.5 


ND  FUND  OF  AMERICA  AVG 

STON  COMPANY  MANAGED  INCOME  AVG 

NA  HIGH-YIELD  #  ^ 

NA  INCOME  ^ 

BANK  IRA  CIT  INCOME  # 


2858  5  47  4.75  0  76t  21.0  11.2  9.4  8  6  8.8 

83  6  11  Noload  1.19t  16.9  8.9  8.5  7.6  11.8 

259.7  27  5.00  1.21t  42.2  9  4  9  4  11.8  7.9 

231  8  7  5.00  l.OOt  18.0  11.6  8  8  7.6  14.7 

65.4  13  Noload  1.08  13.8  11.6  8.6  4.7 


n: 


.ONIAL  HIGH-YIELD  SECURITIES  ^  * 

.ONIAL  INCOME 

.UMBIA  FIXED-INCOME  SECURITIES  *  ^ 

MPASS  CAPITAL  FIXED-INCOME 
APASS  CAPITAL  SHORT/INTERMEDIATE 


299. 
146. 
207 
147 
123 


28 
4 

55 
45 
95 


4.75 
4.75 
No  load 
No  load 
No  load 


1.36t 

1.24t 

068 

0.86 

0.85 


43.9  7.0 
19.0  9.5 
16.8  13.1 
15.8 
12.4 


7.6  12.2 
8  2  9.0 
9.6  7.3 
7.0 
6.6 


7.9  L 
17.9  L 

7.8  : 

14.7 
4.1 


udes  redemption  fee  **  Includes  deferred  sales  charge  1 1  2(b)-l  plan  in  effect.  JNot  currently  accepting  new  accounts  or  deposits.  §New  fund,  less  than  I  2  months'  total  return.  NA  =  Not  available.  NM  =  Natmeaningful. 
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SALES 
CHARGE  (° 


MATURITY 
(YEARS) 


COMPOSITE  INCOME 

DEAN  WIHER  HIGH-YIELD  SECURITIES 

DEAN  WITTER  INTERMED.  INCOME  SECURITIES 

DELAWARE  GROUP  DELCHESTER  H/Y  BOND  I 

DELAWARE  GROUP  DELCHESTER  H/Y  BOND  II 


AVG 


77.3 
425.0 
120.0 
535.9 

130.5 


U 
36 
10 
33 
68 


4.00 
5.50 
5.00* 

6.75 
4.75 


1.09T 
0.92 

i-69r 

0.90 
1.20T 


17.4 
67.2 
16.3 
43.9 

43.5 


10.7 
-4.8 


8.6 
8  2 


9.0 
-1.1 


8.7 


7.6 
11.1 

7.5 
12.5 
12.2 


6.6  LJW 

10.6  rr-M 

5.0  gj 

8.2  '  I  " 

8.2  ■  I  " 


DODGE  &  COX  INCOME 

DREYFUS  A  BONDS  PLUS  AVG 
DREYFUS  STRATEGIC  INCOME  AVG 
EATON  VANCE  HIGH-INCOME  ♦  ♦ 

EATON  VANCE  INCOME  FUND  OF  BOSTON 


96.2 

64J 
221.6 

72.0 


85 
39 
48 
40 
29 


No  load 
No  load 
4.50 
6.00* 
4.75 


0.69  18.0 

0.85  18.8 

0.87t  19.1 

2.37t  38.3 

I.15t  42.8 


12.4  9.1 

12.7  10.9 

4.5  6.2 

7.9  8.4 


7.2 
7.5 
8.3 
14.1 
13.7 


12.5 
19.5 
15.7 
7.1 
6.9 


FIDELITY  CAPITAL  &  INCOME 
FIDELITY  FLEXIBLE  BOND 
FIDELITY  INTERMEDIATE  BOND 
FIDELITY  SHORT-TERM  BOND 
FIDELITY  SPARTAN  HIGH-INCOME 


1155.5  42 

653.7  59 
1172.1  45 

568.8  154 

201.8 


1.50* 
No  load 
No  load 
No  lood 

1.00* 


0-80 
0.68 
0.65 
0.85 
0.70 


29.8 
18.9 
14.5 
14.0 
34.3 


6.5 
12  5 
11.2 
10.1 


6.6 
9.0 
8.5 
7.9 


10.1 
8.2 
7.2 
8.5 

11.5 


7.2 
12.6 
9.4 
2.9 
7.9 


FINANCIAL  BOND  HIGH-YIELD 
FINANCIAL  BOND  SELECT  INCOME 
FIRST  INVESTORS  FUND  FOR  INCOME 
FIRST  INVESTORS  HIGH-YIELD 
FLAG  INVESTORS  INTERMEDIATE-TERM 


99.1  145 

93.8  102 

429.3  -19 

210.6  -31 
64.3 


No  load  0.94t 

No  load  1.0 IT 

6.90t  1.24t 

6.90t  1.69t 

1 .50  0.70T 


23.4 
18.6 
41.6 
34.4 
10.4§ 


6.9 
10.4 
2.6 
0.6 


7.5 
7.9 
4.0 
2.4 


10.2 
8  1 

10.9 
10.6 


8.4 
11.2 
7.7 
7.3 
9.6 


FRANKLIN  AGE  HIGH-INCOME 
FUNDTRUST  INCOME 
GALAXY  INTERMEDIATE  BOND 
GW  CORPORATE  INCOME 
JOHN  HANCOCK  BOND 


AVG 


1753.0  40 

68.9  84 

101.8  24 

88  3  399 

1250.0  13 


4.00 
1.50 
No  load 
4.50 
4.50 


0.59  47,8 

1.57T  14.8 

0.97  15.8 

1.2  It  21.1 

1.28T  16.6 


65 
9.0 
11.0 

117 


6  7 

7.1 


9  3 


l.T  0 
6  3 

6.9 
8.7 
8.4 


9.7 


7.1 


17  9 


JOHN  HANCOCK  STRATEGIC  INCOME  = 

HELMSMAN  INCOME 

HELMSMAN  LIMITED  VOLATILITY  BOND 

lAI  BOND 

lAI  RESERVE 


AVG 

*    «  # 


259.2 
114.0 
98.2 


70 
118 
159 

12 
9 


4.50 
No  load 
No  load 
No  lood 
No  load 


I.75T 
0.29T 
0.32T 
l.lOt 
0.85t 


33.6 
16.0 
13.4 
17.3 
8.0 


5  9 
1  1.5 


13.3 
8.4 


9.6 
75 


1  1  4 
6  3 
6.6 
6.8 
5.8 


8  3 
8.4 
3.6 
15.0 
0.8 


IDS  BOND 

IDS  EXTRA  INCOME 

IDS  SELECTIVE 

IDS  STRATEGY  INCOME 

IDS  STRATEGY  SHORT-TERM  INCOME 


AVG 

AVG 
♦ 


2036.2 
1058.6 
1455.0 
332.6 
147.9 


16 
34 
19 
34 
3 


5.00 
5.00 
5.00 
5.00** 
5  00** 


0.77r 
0.88r 
0.76T 
1.68t 
1.71T 


20.7 
38.5 
17.0 
16.8 

8.6 


11.8 
6.0 
1 1.9 
10.5 


8.9 
6.3 
9.2 
8.1 


8.0 
10.8 
7.4 
7  7 

6.3 


19.1  l_ 

8.9  Zl 

12.5  [I 

14.5  ~ 
3.3 


I  L_ 


INTERMEDIATE  BOND  FUND  OF  AMERICA  AVG 
INVESTMENT  TRUST  BOSTON  PREM.  INCOME 

JANUS  FLEXIBLE  INCOME  * 

KEMPER  HIGH-YIELD  ♦  * 

KEMPER  INCOME  &  CAPITAL  PRESERVATION  AVG 


625.5  190 

272.0  443 

71.4  434 

1658.3  50 

461.5  14 


4.75 
2.50 
No  load 
4.50 
4.50 


l.OOt 

1.25t 

1.00 

0.85 

0.82 


14.4 
13.4 
26.7 
46.8 
17.9 


10.8 

8.3 
8.1 
10.9 


9.5 
9  2 


8.2 
7.6 
10.1 
13.1 
8.7 


5.8 
7.5 

15.7 
8.0 

12.0 


KEMPER  INVESTMENT  PORT.  HIGH-YIELD  [b'l 
KEYSTONE  CUSTODIAN  B-1 
KEYSTONE  CUSTODIAN  &-2 
KEYSTONE  CUSTODIAN  B-4 
LIBERTY  HIGH-INCOME  BOND 


AVG 
« 


796.1 
482.8 

839.0 

752.0 

307.3 


49 
4 
5 
41 
48 


3.00** 
4.00** 
4.00** 
4.00** 
4  50 


2.12t 
2.04T 
1.94t 
2.34t 

1.03 


45  8 
14.9 
18.7 
41.8 
60.5 


5.8 
11.1 
6.9 
1.6 
11.7 


7.1 
73 
6.3 
2.4 
9.9 


12.4 
7.6 
9.4 

13.9 
11.8 


8.0 
13.9 
15.7 
8.3 
8.4 


MACKENZIE  FIXED-INCOME 

MAINSTAY  HIGH-YIELD  CORPORATE  BOND 

MASS.  FINANCIAL  BOND 

MASS.  FINANCIAL  HIGH-INCOME  I 

MERRILL  LYNCH  HIGH-INCOME  A 


AVG 


100.9 
296.4 
499.5 

531.5 
543.0 


22 
60 
63 
42 
27 


4.75 

5.00* 

4.75 

4.75 

4.00 


1.50t 
2.10t 
0.79t 
1.14T 
0.66 


14.4 
32.3 
18.1 
49.0 
40.1 


11.2  11.0 

5.0  6.3 

12.7  9.0 

6.5  62 

11.7  10.5 


6.0 
13.0 
8.8 

12.6 
12.7 


12  0 
74 
8.2 

10.3  OH 
10.5  ^ 


MERRILL  LYNCH  HIGH-QUALITY  A 
V.ERRILL  LYNCH  INTERMEDIATE-TERM 
vrrLIFE-STATE  STREET  HIGH-INCOME 
^  ^.^  INCOME  &  OPPORTUNITY 
,V.-S  LIFETIME  HIGH-INCOME 


340  2 
1  14.8 
253.3 
75.9 
186  8 


9 
27 
54 

1 

80 


4.00 
2  00 
4.50 
4.75 
6.00** 


0.61 
0.67 
1.1 9t 
1.70t 
2.56t 


17.2 
15.6 
36.4 
24  9 

50.0 


12.5 
12.1 
5.0 
9.4 
6.9 


9.2 
8.8 
7.1 

6.0 


7.7 
7.9 

11.9 
9.4 

1 1.7 


10.8  m 

6.3  ■ 

7.6  oa 

12.4  ca 

8.5  U^' 


mositor  short-interm.  f/l  trust  share 
National  bond 

:^allon*  l  multi-sector  fixed-income 
jeubes'  ts/berman  ltd.  maturity  bond 

-lEUSSROER/EERMAN  ULTRA-SHORT  BOND  (cl 


«  #  « 
*    «  * 


101.9  -2 

394.6  38 

89.4  636 

174.4  50 

94.2  1 1 


No  load 
4.75 
4.75 
No  load 
No  load 


0.77 

1.16 

1.50T 

0.65 

0.65 


13.6 
50.4 
28.3 
11.9 
7.5 


3.8 


10.6 
8.4 


2  6 


8.5 
7.8 


7.8 
15.5 
9.4 
6.8 
6.8 


3.3 
8.9 
11.0 
3.5 
0.7 


^c-crcfe  Ht4r,c  Fund  Rxed-lfK:  Port,  (bj  Formef^ 


^  pic- ettec^  J Nc!  CL>frepn>- accep*^-ig -e*  occ; 
'nves.*nien?  Ponfolios  Higfv Yield  Pen  [z'.  Fo-.Teny 


■y  Votiet  Km 

See  pages  93  for  an  explanation  of  BW  Rating,  Trend,  and  other  terms 
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RATING 

SIZE 

FEES 

PERFORMANCE 

PORTFOLIO 

TREND 

ASSETS 

%  CHG 

SALES 

EXPENSE 

TOTAL  RET  (%; 

YIELD 

MATURITY 

3-YEAR 

/ 

S  MIL 

1990-91 

CHARGE  (%) 

RATIO  (%1 

I  YR 

3  YRS 

5YR5- 

(YEARS) 

ANALYSIS 

W  ENGLAND  BOND  INCOME 

1 13.8 

33 

4  50 

1 .20t 

18.1 

1  2.4 

9,5 

7  4 

10.9 

MM 

CHOLAS  INCOME 

▼ 

79.9 

32 

No  lood 

0.78 

23. 1 

8.2 

7  7 

1 0.4 

6.2 

MM 
1  i  1  1 

>KinCM9l  iniTCJIVRJ 

304.6 

25 

No  lood 

1 .89 

26  4 

4,7 

5.6 

1 4.7 

7  8 

1  1  M 

731.4 

34 

4.75 

0.96T 

28.6 

8  9 

9  2 

1  4.4 

4.8 

i  1  1  1 

PENHEIMER  INVESTMENT  GRADE  BOND 

AVG 

90.6 

4 

4.75 

1 .25t 

1 8.3 

1  1 .3 

7.3 

9.9 

MM 

PENHEtMER  STRATEGIC  INCOME 

763.4 

250 

4  75 

1 .40t 

20.1 

1 1 .0 

5.0 

III 
III 

Ml 
1  1  l~-J 

CIFICA  ASSET  PRESERVATION 

82.3 

1 16 

No  load 

0  62t 

9  1 

6  6 

1  0 

inC VV CDDCK  ni Vrl'IPf^ wine  M 

239.2 

30 

4  00 

1  04t 

47  0 

9  9 

7  1 

1 4. 1 

1 0.7 

1  1  I'i 

151 .7 

2 

5  00" 

2  02t 

22  6 

1 0,8 

7.4 

6.9 

MM 

INEWEBBER  INVESTMENT  GRADE  INC  A  If) 

224.7 

0 

4.00 

0.82t 

1 8  6 

12,4 

8.5 

7.9 

1 7. 1 

MM 

RKSTONE  BOND 

AVG 

518.6 

41 

4.00 

0.84 

15.1 

1 1 ,7 

7.0 

10.5 

1  1  1  1 
1  1  1  1 

RKSTONE  LIMITED  MATURITY  BOND 

AVG 

98.5 

64 

3.00 

0  91 

1 2.3 

9  9 

6.9 

3.6 

III* 

OENIIX  l-ll(«H-YIELD 

95.6 

23 

4.75 

1 ,081' 

24  7 

6  9 

7.1 

9  7 

1 0  2 

MM 

AVG 

89.0 

22 

4  50 

1 ,02t 

15.5 

1  1  4 

8  9 

8,1 

7  9 

1  1  M 

RTICO  BOND  IMMDEX 

100.7 

63 

0.50 

1 6  6 

6,9 

1 0.3 

1  M  1 

RTICO  SHORT-INTERM.  FIXED-INCOME 

69.8 

191 

No  load 

0.60 

13.5 

6.7 

2.8 

1  r-^<gi 

tOWE  PRICE  HIGH-YIELD 

968.7 

103 

No  lood 

1 .01 

30.9 

4,7 

6.9 

1  1 .3 

8.8 

1  1  1^ 

1  -.1 

tOWE  PRICE  NEW  INCOME 

1400.7 

28 

0.89 

1 5  5 

12,1 

9, 1 

7.4 

8.3 

1  1  H 

?OWE  PRICE  SHORT-TERM  BOND 

40 1  4 

86 

No  lood 

0.94 

1  1 .2 

9  9 

8,1 

6  9 

2  9 

1  M-l 

$OWE  PRICE  SPECTRUM  INCOME  FUND 

1 47.9 

269 

0.00 

1 9.6 

7.7 

6.7 

rm 

JDENTIAL  HIGH-YIELD  B  (g) 

▼  ▼ 

2202.7 

35 

5.00** 

1 .58t 

33.5 

6.0 

6. 1 

1 2.4 

10.1 

,M-4-«l 

JDENTIAL  STRATEGIC  INCOME  A  (h) 

255.8 

-30 

4.50 

2.52t 

15.8 

8.6 

1 5  5 

1  I'i 

1  1 

UDENTIAL  STRUCTURED  MATURITY  A  \\\ 

11 0.0 

-3 

3.25 

0.23t 

13.1 

7  4 

2.8 

MM 

TNAM  DIVERSIFIED  INCOME 

AVG 

185.3 

35 

4.75 

1 .47t 

23.6 

1 0  9 

8.7 

8  7 

U-M  A 

TNAM  HIGH-YIELD 

1 927.2 

35 

6.75 

1 ,09t 

39.3 

8.3 

8.7 

1 3.5 

8.5 

\  \  m 

TNAM  HIGH-YIELD  II 

351.6 

42 

6.75 

1 .37t 

45.7 

8.6 

9.4 

13,2 

9.0 

1  -L-  1  1 

TNAM  INCOME 

AVG 

526.4 

18 

4.75 

0.91 1 

18  3 

1 1  5 

9.3 

9  1 

1 8  4 

MM 
Mil 

innFD  INf  AMF 

404  1 

34 

No  lood 

1  00 

1 7  3 

1  2  7 

9  5 

6  7 

9  0 

M  1  1 

irtnFD  ^MOPT.TFDM  RAND 
J  wen  9rl        1*1  CKfn  Dwni  w 

#   #  # 

2234  8 

566 

No  lood 

0  25 

1 4  3 

1 2  5 

8  9 

8  8 

2  7 

1   M  1 

"UPITY  INflOMF  CORPORATF  BOND 

AVG 

85  8 

30 

4.75 

1 .08t 

1 6  1 

1 0  8 

8  5 

8.4 

23  1 

M  1  1 

EARSON  DIVERSIFIED  STRATEGIC  INCOME 

889.6 

253 

5.00** 

1 .63t 

19.1 

9  3 

16.6 

1   1  M 
1   I  1  .1 

EARSON  HIGH-INCOME 

AAA 

249.7 

22 

5,00** 

1.75t 

34  8 

3  7 

6,1 

1  1  8 

8  2 

1  1  Mi 

FARSON  Him-i-YIFLD 

210.1 

1 2 

5-00 

0.93 

33  4 

3  9 

5  7 

1 2  4 

R  9 
O.z 

1  MM 

PARSON  IKIVFCTMFMT  ^RAHF  Rr>Nn 

AVG 

412  8 

2 

5  00** 

1  521 

22  7 

1 3  5 

9  0 

7  5 

26  7 

1  I  H 

INROE  INCOME 

AVG 

1 05.9 

1 9 

No  lood 

0.95 

1 7  2 

1 0  0 

9. 1 

8  1 

1 1  0 

L  1  M 

INROE  INTERMEDIATE  BOND 

220.8 

3 1 

No  load 

0.73 

15.1 

1 1.6 

8.8 

7.6 

5.0 

1  1  1  1 
1  1  1  I 

tONG  ADVANTAGE 

143.2 

20 

No  load 

1.20 

1 0  6 

8  9 

7  7 

1  3 

1  i  i  1 

lONG  INCOME 

92.4 

0 

No  lood 

1 .50 

1 4  8 

2  6 

4.9 

8  1 

8  7 

!ONG  SHORT-TERM  BOND 

1 65.0 

1 06 

1 .30 

1 4  6 

9  5 

7  4 

2  9 

I-  - 1 X  1 

3M50N  INCOME  B 

258.4 

-22 

1  00* 

1 .90t 

1 1  8 

6  4 

6.7 

9  3 

1 3  1 

MM 

^NSAMERICA  INVESTMENT  QUALITY  BOND 

AVG 

98.2 

1  8 

4,75 

1  25t 

18  0 

12.4 

8.9 

8.9 

13.0 

1  1  1  1 

IVNSAMERICA  SPECIAL  HIGH-YIELD  BOND 

74.0 

89 

6.00** 

2.24t 

33  8 

5  5 

1 5  1 

O.J 

III 

1  1  -  .1  J 

NITY  SHORT-TERM  BOND 

76.1 

205 

No  lood 

0  29f 

9  1 

6  1 

1  5 

t  1  Ml 

ENTIETH  CENTURY  LONG-TERM  BOND 

AVG 

121.7 

44 

No  lood 

1 .00 

1 7  5 

1 2  4 

7  3 

9  0 

1  1  M 

ITED  BOND 

524.2 

20 

8.50 

0  66 

1 8  8 

1  1  1 

9  3 

7  4 

1  M  1 

ITED  HIGH-INCOME 

858.2 

28 

8.50 

0.82 

37.4 

2.5 

3  9 

1 1.8 

9.0 

1  1  lai) 

ITED  HIGH-INCOME  II 

V 

299.8 

27 

8.50 

0.92 

3 1  3 

6  4 

6,9 

1  1  4 

9  3 

!  Inl 

T  MASTER  MANAGED  INCOME 

AVG 

92.8 

1 1 2 

4.50 

1.11 

1 6  9 

1 3  7 

1  1  4 

6  8 

1  ^  1 

1  1  1  1 

N  KAMPEN  HIGH-YIFLD 

205  3 

1 7 

4.90 

1  41 1 

35  1 

3  1 

5  9 

1  z 

1  C\ 
I  <J.J 

MM 

NGUARD  BOND  MARKFT 

848.9 

207 

Nlf^  Irtnri 
1        lU uu 

0.2 1 

1 5  3 

1  9  ^ 

9  2 

V.Z 

MM 

NGUARD  FIXED-INC.  HIGH-YIELD  CORP.  (j) 

1452.4 

109 

No  load 

0,36 

29.1 

7,4 

7,6 

1 1.0 

9.3 

1    !    1  1 
!  M  1 

NGUARD  FIXED-INC.  INVSTMT.  GRADE  (k) 

2005.6 

68 

No  lood 

0,33 

20.9 

13,9 

10,2 

8.0 

20.2 

1111 
1  M  1 

NGUARD  FIXED-INC.  SHORT-TERM  CORP.  (1) 

«       *  « 

1866.4 

134 

No  load 

0,27 

13.1 

1  1,3 

9.0 

7.5 

2.2 

rm 

ESTCORE  INTERMEDIATE-TERM  BOND 

AVG 

78.9 

13 

4.50 

0,58 

20  2 

1 0  8 

ft  7 

0  -U 

i  \-\\ 

LLIAM  BLAIR  INCOME  SHARES 

83.0 

1 77 

No  load 

0,83 

I  O.  J 

O  A 

y  .4 

O.  1 

1  1  ^ 

OVERNMENT 

RP  GNMA  &  U.S.  TREASURY 

#   #  « 

3736.0 

40 

No  load 

0.74 

14.4 

1 1,9 

9.0 

78 

4,5 

1  1  H 

VANTAGE  GOVERNMENT  SECURITIES 

121.1 

12 

4.00** 

1,45T 

14.8 

1 1.7 

6.5 

7.5 

9.8 

M  1 

M  LIMITED  MATURITY  TREASURY  SHARES 

155.3 

70 

1.75 

0.54t 

10.4 

9.7 

6.7 

1.5 

■ormerly  PaineWebber  High-Yield  Bond  Portfolio  (el  Formerly  PaineWebber  Masler  Income  Fund  (t)  Formerly  PameWebber  InveslmenI  Grade  Bond  Port  (g)  Formerly  Prudenlial-Bache  High-Yield  Class  B,  (h)  Formerly 
lentiol-Bache  Strategic  Income  A  (i)  Formerly  Prudentiol-Boche  Structured  Moturity  A,  (j)  Formerly  Vonguord  F/l  Sees  High-Yield  Bond  (kl  Formerly  Vonguord  F/l  Sees  Investment  Grode  Bond  (I)  Formerly  Vanguard  F/l 
s  Short-Term  Bond  pages  93  for  on  explanation  of  BW  Rating,  Trend,  and  other  terms  DATA:  MORNINGSTAR  INC 


JAL  FUND  SCOREBOARD 


BUSINESS  WEEK/FEBRUARY  24,  1992  95 


ALLIANCE  BOND  U.  S.  GOVERNMENT  A  AVG 

ALLIANCE  MORTGAGE  SECURITIES  INCOME  A  * 

AMERICAN  CAPITAL  FEDERAL  MORTGAGE  A  AVG 

AMERICAN  CAPITAL  GOVERNMENT  A  AVG 

AMEV  U.S.  GOVERNMENT  SECURITIES  -* 


5104  1 

541.5  9 

195.2  507 

3871,1  0 

452.2  117 


4.75 
4.75 
4.00 
4.75 
4.50 


1.07t 
1.16t 
1,38T 
0.93t 
0.74 


15.7 
15.4 
9.8 
16.3 
13  9 


12.0 
12.5 
1  1.0 
13.2 
12.3 


9.2 
9  8 
7.3 
8.9 
9.5 


9.0 
9  4 
8  2 
8.2 
8.7 


9.2 

5.0 
2.3 
7.5 
6.4 


ATLAS  U.S.  GOVERNMENT  &  MORTGAGE 
BENHAM  ADJUSTABLE  RATE  GOVERNMENT 
BENHAM  GNMA  INCOME  #  # 

BENHAM  TARGET  MATURITIES  200S  ^ 
BENHAM  TARGET  MATURITIES  2015  *  * 


114.1  1485 

443.9  NA 

702  8  99 

189.9  152 

212.0  -36 


3,00 
No  load 
No  load 
No  load 
No  load 


OOOT 

NA 
0  64 
0,70 
0,61 


15,5 
2,5§ 
15,5 
16,9 
16.4 


13.2 
14.2 
15.7 


10.1 
13.7 
7.4 


8.6 

7.9 
NA 
NA 


NA 

3.0 
10.0 
13.5 
23  4 


BENHAM  TREASURY  NOTE  #  # 
BLACKSTONE  GOVERNMENT  INCOME  A 

CARDINAL  GOVERNMENT  OBLIGATIONS  (m)  #  ^ 

CIGNA  GOVERNMENT  SECURITIES  * 

COLONIAL  GOVERNMENT  SECURITIES  PLUS  AVG 


301.7 
136.7 
136.8 
101.4 
2042.1 


133 
NA 
18 
65 


No  load 
3.00 
4.50 
5.00 
4.75 


0.61 

NAT 
0.76 
LOOT 
1.16T 


13.8 
3.9§ 
13.0 
13.0 
15  2 


1  1.6 

1  1.9 
1  1.2 

11. 7 


7.7 
9.3 
8.7 


6.6 

9,0 
8  1 
7.4 


4.2 
2  0 

14.5 
NA 

14.3 


COLONIAL  U.S.  GOVERNMENT  * 

COLONIAL  VIP  FEDERAL  SECURITIES  AVG 

COMMON  SENSE  GOVERNMENT  AVG 

COMPOSITE  U.S.  GOVERNMENT  SECURITIES  ^ 

COMSTOCK  PARTNERS  STRATEGY  AVG 


684.2 
130.8 
198.0 
132.4 
923.2 


450 
195 
35 
50 
-23 


4.75 
5.00* 
6.75 
4  00 
4.50 


1.25r 

2.25T 

1.09 

I.OIT 

0.93 


11.1 
9.9 
15.6 
14  8 
12.7 


10.4 
9.8 
12.4 
12.5 
12.8 


9.2 


9.6 
8.3 
7.6 
7.5 
7.4 


4.1 
4.2 
NA 
7.4 
NA 


□CL 


DEAN  WITTER  GOVERNMENT  SECURITIES  PLUS  AVG  1300  0  -6  5  00"  1  50T  14 

DEAN  WITTER  U.S.  GOVERNMENT  SECURITIES  AVG  11000  0  12  5  00"  1  23t  11 

DELAWARE  GROUP  GOVERNMENT  INCOME  II  AVG  164.3  5  4  75  113t  15 

DELAWARE  GROUP  TREASURY  RESERVE  INV.  I  ♦    ♦  144.2  1027  3  00  0  76  13 

DREYFUS  100%  U.S.  INTERMEDIATE  (n)  ♦    ■#  183.2  157  No  load  0  93  15 


1 1.8 
10.2 
1  1.8 
10.6 
12.3 


9.1 


7.2 
8  9 
8.4 
8.0 
8.1 


13.4 
5.0 
8  2 
3  9 
6  9 


DREYFUS  100%  U.S.  LONG-TERM  (o) 


AVG 


DREYFUS  GNMA  «  « 

DREYFUS  SHORT-INTERMEDIATE  GOVT.  ♦  ♦  ♦ 

EATON  VANCE  GOVERNMENT  OBLIGATIONS  * 

FIDELITY  GINNIE  MAE  #  -*  # 


217.4 
1823.8 
137.0 
352.3 
891.1 


408 
18 
85 
26 
24 


No  load 
No  load 
No  lood 
4.75 
No  load 


0.02 
0.95t 
0.58 
2.1  IT 
0.83 


18.3 
14.5 
13.5 
14.4 
13.6 


13.7 
1  1.9 
1  1.7 
12,2 
12,6 


8,9 


9  6 

9,1 


7.9 
8.1 
7.1 
9.4 
7.5 


FIDELITY  GOVERNMENT  SECURITIES 
FIDELITY  MORTGAGE  SECURITIES 
FIDELITY  SPARTAN  GINNIE  MAE 
FIDELITY  SPARTAN  GOVERNMENT  INCOME 
FIDELITY  SPARTAN  LTD.  MATURITY  GOVT. 


«  «  # 
«    «  # 


«    «  « 


523.3 
436.3 
702.0 
522.4 


13 
12 
NA 
22 


2085.2  1190 


No  load 
No  lood 
No  load 
No  load 
No  load 


0.69 
0  82 
0.25 
0.65 
0.80 


16.0 
13.6 
13.9 
15.1 
1 1.9 


12.7 
12.5 


10.5 


9.0 
9.3 


7.8 
7.6 
8.1 
7.4 
8.0 


16.9 
NA 

3.1 
17.1 
7.9 


14.1 
7.2 
8.0 

1 1.8 
5.8 


AVG 


FIRST  INVESTORS  GOVERNMENT 
FIRST  TRUST  U.S.  GOVERNMENT 
FLAG  INVESTORS  TOTAL  RET.  U.S.  TREASURY  ♦ 
FORTRESS  ADJUSTABLE  RATE  U.S.  GOVT. 
FRANKLIN  ADJUSTABLE  U.S.  GOVT.  #  # 


316.0 
160.8 
246.5 
626.5 
3669.8 


6 

-18 
18 
NA 
266 


6  90 
4.50 
4  50 
1.75* 
4.00 


1.36T 
0.98T 
0.87T 
NAT 
0.47T 


15.1 
15.6 
16  6 
3.4§ 
8.6 


12.2 
13.2 
12.0 

9.5 


8  9 
9.9 


6.3 
7.7 
8.4 

8.0 


5.8 
6.0 
17.0 
4.8 
5.0 


FRANKLIN  SHORT-INTERMEDIATE  GOVT.  ♦  ♦  145.8  223  150  0.72  11  9  10.3  7.5  2  1 

FRANKLIN  TAX-ADVANTAGED  U.S.  GOVT.  ♦  ♦  128.6  48  4  00  0  76  14  7  12.5  8.1  6  5 

FRANKLIN  U.S.  GOVERNMENT  SECURITIES  ♦  ♦  13028.3  14  4  00  0  52  13  5  12  2  94         8  9  5  0 

FREEDOM  GOVERNMENT  INCOME  B  ♦  175  6  29  4  00"  151T  14.4  12  4  9  1  7.7  8  3 

FUND  FOR  U.S.  GOVERNMENT  SECURITIES  ♦  ♦  1337  4  23  4  50  0  91  13  4  12  2  9  8         8.5  5.7 


GNA  INVESTORS  U.S.  GOVERNMENT  SECS.  ♦  ♦                284  9  266           5  00"  181T  13  8  12  0 

GOLDMAN  SACHS  ADJ.  RATE  GOVT.  AGENCY  561.4  NA  No  load  NA  3  5§ 

GOLDMAN  SACHS  S/T  GOVT.  AGENCY  (p)  ♦  ♦                 280.1  289  No  load  0.45            9  9  9  9 

GOVERNMENT  INCOME  SECURITIES  ■*  ♦               2134  8  63            175'  0  90  13  1  12  0 

GRADISON  GOVERNMENT  INCOME  #  151  8  94           2  00  1  08T  14  1  118 


9.4 


7.7 

8  2 
8.8 
6.9 


4.7 
0.8 
1.8 
6.8 
6.4 


CW  U.S.  GOVERNMENT  SECURITIES 
-OHN  HANCOCK  GOVERNMENT  SPECTRUM  ♦ 
.       N  HANCOCK  U.S.  GOVERNMENT  SECS.  AVG 
i-X  'E  INVESTORS  GOVERNMENT  INCOME  ♦ 
r>:OERAL  INCOME 


326  5 
363.9 
211.3 
127.4 
552.6 


244 
23 
20 
-3 
91 


4.50 

4.50 

4.50 

5.00* 

5.00 


1  12T 
1.41T 
1.49T 
1.93T 
0.80T 


15.2 
16.5 
12.5 
14.4 
1  1.0 


12.9 
10.6 
12  1 
10.5 


9  4 

7.3 
9  0 
8.5 


8.4 

7.3 
7.5 
7.0 
7.6 


7.0 
9.6 
10.9 
NA 
7.2 


•5!  S  JTAI  RETURN  U.S.  TREASURY  (q) 
::«  V,s;^  iNVESTMENT  PORT.  GOVERNMENT 
5MPx  ;  ;  /STMT.  PORT.  SHORT-INT.  GOVT,  (r 
SMPt     -,S.  GOVERNMENT  SECURITIES 
EYSTC       i.MERICA  CAPITAL  PRES.  &  INC.  II 


AVG 


178.5 
5367.2 

130.9 
5916.6 

1  18.4 


25 
7 
84 
25 
NA 


4.45 

3.00* 

3.00* 

4.50 

2.50* 


0.87T 
2.03T 
2.07T 
0.63 
NAT 


16.6 
17.0 
11.1 
17.3 
3.5§ 


12.3 
1 1.7 


13.6 


8.2 
9.9 


8.4 
8.2 
7.6 
8.7 


17.0 
10.0 

4.0 
10.9 

4.0 


"  'dti-.c  Governmerst  Guaranteed  Fund,  (n)  Formerly  Dreyfus  U.  5,  Government  Interm,  Sees,  (o)  Formerly  Dreyfus  U  S  Government  Bond  Fund  (p)  Formerly  GS  Shor^lntermediofe  Government  Fund,  I 
^  -  Pe:  U,  S,  Treos  rry.  (r)  For  nerty  Investment  Port.  Short-int  Govt.  Port. 
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MLITIIAI  FUND  <;roRFBO 


^»,d^^ErUAL  FUNP  SCO  RE  BO 

OjS^  A —   —  

VX^X  DATIKI/^  CITE  CECC  DEDC/%DMAMrC  DADTI 


RATING 

SIZE 

FEES 

PERFORMANCE 

PORTFOLIO 

TREND 

ASSETS 

%  CHG. 

SALES 

EXPENSE 

TOTAL  RET,  (% 

YIELD 

MATURITY 

3.YEAR 

S  MIL, 

1990-91 

CHARGE  (%) 

RATIO  (7o) 

I  YR 

3  YRS. 

5  YRS, 

(YEARSI 

ANALYSIS 

ti  MA^HM  11  S   GOVT  INTERMEDIATE-TERM 

2111 

1 84 

iNO  1000 

0,80t 

14.4 

12  2 

6,3 

5,1 

1    I    1  1 

IMATOKI  f^NMA  INCOME 

122.2 

25 

1 .06 

15.8 

13,5 

9  7 

7,6 

5  2 

rm 

ERTY  ADVANTAGE  U.  S.  GOVERNMENT 

622.8 

84 

4.50 

0.89t 

14.3 

12.0 

8.4 

6  9 

rm 

to  ABBETT  U.S.  GOVERNMENT  SECURITIES 

AVG 

2440.8 

52 

4.75 

0  89t 

17.6 

13.1 

9,8 

9.6 

10  7 

1  1  1  1 

INSTAY  GOVERNMENT  PLUS 

AVG 

7175 

40 

5.00" 

1.80T 

13.4 

10.8 

8  2 

8.8 

1  1,3 

1  1  1  1 

DRILL  LYNCH  ADJUSTABLE  RATE  SECS  D 

705.5 

NA 

3.00** 

NAt 

2.5§ 

1 ,0 

1  1  1  1 

DRIII  lYNrM  FEDERAL  CEflURITIES  A 

(KILL  L  1  ni^n  rCI/CKHL  9E\aVKiilCJ  M 

2228.3 

-3 

4.00 

0.77t 

13,4 

12.5 

9.5 

7.7 

7,3 

1  1  1  1 

rilFE-STATE  STREET  GOVT.  INCOME 

748.8 

-16 

No  load 

1.05r 

16  1 

12.5 

7.5 

15,1 

rm 

5  GOVERNMENT  INCOME  PLUS 

♦ 

897.9 

-15 

4.75 

1.46t 

13  3 

9.9 

6.9 

5.8 

7.6 

1  1  i  1 

5  GOVERNMENT  PREMIUM  ACCOUNT 

367.6 

-14 

3.75 

1.35t 

8,9 

8.1 

5.3 

4.9 

1  1  1  1 

(  f«n\/FRNMENT  ^ErURITIES 

AVG 

357.6 

9 

4  75 

1 .28t 

14,2 

113 

8  2 

7.8 

1 1 .2 

rm 

(  IIFETIME  GOVERNMENT  IN£!OMF  PLUS 

9  Lire  1  IfTIE             V  Em^lTtElv  1    II^%>%^IT1K  rLVJ 

2909  9 

-8 

6.00** 

1 .96t 

1 1.8 

9  3 

5  9 

5.5 

6.3 

1  1  1  1 

TIONAL  FEDERAL  SECURITIES 

358.3 

-5 

4  75 

0  92 

19,7 

12.2 

6,8 

7.7 

7.7 

mn 

N  ENGLAND  GOVERNMENT  SECURITIES 

♦ 

180.2 

-1 

4.50 

1.22r 

14  9 

1 1.0 

8,0 

7.2 

12,0 

1  1  1 1 

PENHEIMER  GNMA 

100.2 

35 

4.75 

1.34t 

14.3 

12.2 

9,4 

7.6 

7,0 

1  1  N 

PENHEIMER  U  S  GOVERNMENT 

AVG 

399.9 

35 

4.75 

1  1  9t 

15.2 

1 1.6 

9  0 

7.7 

7,0 

1  1  1  j 

ERLAND  EXPRESS  VARIABLE  RATE  GOVT 

566.8 

8 1 65 

3.00 

0.24t 

8.6 

8.2 

4,0 

mn 

:iFICA  GOVERNMENT  INCOME  (s) 

97.0 

83 

4.50 

0.54t 

15.2 

7.4 

6,0 

NEWEBBER  U.S.  GOVERNMENT  INCOME  A 

750.7 

-5 

4.00 

0  77t 

15.0 

12.6 

9,0 

7.5 

12,2 

1  1  1  1 

IKSTONE  INTERMEDIATE  GOVT.  OBLIG. 

AVG 

217.3 

84 

4.00 

0.86 

13.8 

10.9 

6.6 

7.4 

1  1  1  1 

MANENT  PORTFOLIO  TREASURY  BILL 

fviMi^ Ei^  1  r N^i%  1  (  %^Ei\^  1  n.c#4 J i  dill 

3 1 2.2 

63 

FN 0  lOQO 

0  701 

5.3 

6  9 

2.0 

0,3 

I  1 1 1 

SRIM  ADJUSTABLE  U  S  GOVT  SECS 

488.5 

NA 

4.00** 

1 ,88t 

77§ 

NA 

1  1  1  1 

5R1M  GNMA 

AVG 

107.2 

-9 

4.75 

l,14t 

1 1.9 

10,9 

8,1 

8.5 

NA 

mn 

MIER  GNMA 

1 13.4 

1  1 1 

4,50 

0,49t 

15,4 

12  7 

7.8 

9,7 

1  1  1  1 

OWE  PRICE  ADJUSTABLE  RATE  U.S. 

104.2 

NA 

No  load 

NA 

1.1§ 

NA 

1  1  1  1 

OWE  PRICE  GNMA 

>^  VV  E    mi^E  \9IV(TIM 

#   #  # 

734.5 

62 

No  load 

0.87 

15,0 

13  0 

9.0 

8  0 

9  2 

1  1  1 1 

0\A/F  PRICE  IJ  S   TREACIIRY  INTERM 

1 26.0 

NA 

iNO  lOQu 

0.80 

14,8 

6.6 

5,0 

1  1  1  1 

NCOR  GOVT.  SECURITIES  INCOME 

106.1 

38 

5.00 

0.98r 

16,9 

13.7 

10.1 

7.4 

NA 

mn 

JDENTIAL  GNMA  B  (t) 

AVG 

272.7 

20 

5.00** 

1.77t 

12,1 

10.9 

7.7 

8.0 

5.4 

1  1  1  1 

JDENTIAL  GOVERNMENT  PLUS  B  (u) 

AVG 

2852.7 

-12 

5.00** 

1.67t 

14,4 

11.1 

8.4 

6.2 

6.9 

1  1  1  1 

JDENTIAL  GOVT  INTERMEDIATE-TERM  lv\ 

i71^EI^  1  mft.               V  ■  (    II V  1  lil\ITIC  VIM  1  E    1  Ef\(T(    (  V  ^ 

299. 1 

-7 

No  lood 

0.78t 

13,4 

10,9 

8. 1 

8.4 

6.6 

1  1  1  1 

JDENTIAL  U  S  GOVERNMENT  B  Iwl 

1 61 .6 

-1 1 

5.00** 

2. 1  Ot 

14,8 

1  1,0 

7.6 

5,7 

16.1 

1  1  1 1 

FNAM  ADJUSTABLE  RATE  U.S.  GOVT,  (x) 

AVG 

262.7 

326 

4.75 

1.29t 

7,0 

8,5 

9,0 

5.0 

mn 

FNAM  FEDERAL  INCOME  (y) 

AVG 

737.0 

-9 

4.75 

1.17t 

15,2 

12,5 

8.3 

7,8 

1 1.6 

MM 

fNAM  HIGH-INCOME  GOVERNMENT 

4859  6 

-16 

6.75 

0.97t 

9  2 

10,0 

6,7 

7,3 

10.2 

MM 

NAM  U  S   AOVERNMFNT  ihiCOMf 

3069.7 

75 

4.75 

0.91 1 

1 1,9 

1 1.5 

9  3 

9  3 

8  1 

1  1  M 

EST  FOR  VALUE  U  S  GOVT  INCOME 

1 47.9 

1 74 

4,75 

1  1 5t 

12,7 

1 1.5 

6.8 

8  8 

"IIERI  ADJUSTABLE  RATE  U.S.  GOVT.  1 

291.4 

NA 

3.00 

NAT 

6,3§ 

1.3 

rm 

^IIERI  ADJUSTABLE  RATE  U.  S.  GOVT.  II 

131.6 

NA 

3.00** 

NAT 

5,6§ 

1.3 

Mil 

IDDER  GNMA 

«   #  « 

329.0 

31 

No  load 

1.01 

15.0 

12.6 

9,1 

7.8 

1  1.3 

MM 

'ARSON  GOVERNMENT  SECURITIES 

•v^l^^N^IV             V  Emvf  TIEIV  1  JE\(WHIIIEJ 

AVG 

1 283.3 

-15 

5.00** 

1 ,48T 

16.2 

12.6 

7  4 

7  3 

N  A 

1  1  1  1 

=ARSON  MANAGED  GOVERNMENTS 

•r^Wi^X^IV    ITIMIVM^^EW               V  EmvlTlEIV  1  J 

AVG 

500.2 

1 

5.00 

0.82 

16.0 

12.3 

9  ] 

8.0 

NA 

rm 

^RSON  MORTGAGE 

540.7 

-8 

5.00** 

1.59t 

17.0 

12.3 

8.3 

7.3 

NA 

rm 

TH  BARNEY  U.S.  GOVERNMENT  SECURITIES 

394.4 

18 

4.00 

0.41 

15  9 

13.4 

10.1 

8.4 

1  1.3 

II  II 

slAMERICA  U.S.  GOVERNMENT  SECS.  (z) 

792.5 

80 

5.00** 

1.98t 

9.8 

9.0 

7.6 

8.6 

NA 

MM 

)MSON  LI  S   GOVERNMENT  R 

AVG 

427.6 

~4 

1 .00* 

1  801 

15.6 

11.4 

7  9 

7  8 

6  8 

1  1  1  1 

lNSAMFRICA  government  CFf  ijritifc 

*l  Vi9mviEn.i%>M             V  EmviTIEIV  l              wKI  I  i  E9 

-9- 

770.8 

-2 

4.75 

lilt 

16,7 

11.9 

8  7 

9,4 

14,3 

1  1  1  1 

iNSAMERICA  GOVT.  INCOME 

AVG 

103.7 

-19 

2.50 

l,13t 

14,4 

11.1 

8,2 

9,9 

10,2 

rm 

lNSAMERICA  special  govt.  INCOME 

■» 

156.3 

105 

6.00** 

2.00T 

14,1 

10.5 

8.6 

12,7 

MM 

ENTIETH  CENTURY  U.S.  GOVERNMENTS 

557.4 

19 

No  load 

1.00 

1 1,6 

9.7 

7.7 

6.2 

2,7 

II  II 

GOVERNMENT  SECLIRITIFC 

.             T  EnlvlTlEIV  1  JE^WnlllE^ 

1 1 57. 1 

57 

4  75 

0  95t 

14,2 

1  1.9 

8  6 

n  A 
0.4 

Q  Q 
0.0 

M  w 

ITED  GOVERNMENT  <kFniRITIFC 

1 1  C  V  U  w  V  EKIvfTiEPI  1  9EWUKIIIC9 

AVG 

1 38  2 

2 1 

4  25 

0  79 

17.0 

1 1.8 

7 

7.2 

19.1 

i  i  l<Hll 

VA  INVESTMENT  FED.  SECS.  GNMA 

1  10.8 

NA 

No  load 

0.38 

13. 3§ 

9.4 

.UE  LINE  U.S.  GOVERNMENT 

#  «  # 

381.4 

36 

No  load 

0.64 

16.4 

12.9 

9.9 

7.4 

NA 

1  1  1  ■! 

>4  KAMPEN  U.S.  GOVERNMENT 

3494.8 

5 

4.90 

0.64t 

15.8 

13.1 

9.5 

8.7 

6.4 

-#   #  # 

5297  5 

1 04 

No  load 

0  30 

16.8 

13.9 

1  A  A 

8,0 

10.0 

1  1  1  1 

^GUARD  FIXED-INCOME  INTERM.-TERM 

139.0 

NA 

No  load 

NA 

4.8§ 

7,1 

rm 

^GUARD  FIXED-INC.  LONG-TERM  U.S.  [aa] 

AVG 

892.5 

28 

No  load 

0,28 

17.5 

13.6 

9.2 

7.3 

21.0 

4GUARD  FIXED-INC.  SHORT-TERM  FED.  (bb) 

«   *  # 

1 179.5 

158 

No  load 

028 

12.3 

1  1.0 

7.0 

2.2 

G  GOVERNMENT  SECURITIES 

«  4- 

193.1 

48 

No  load 

0,76 

14.0 

12.3 

9.4 

7.4 

6.0 

M.'ki| 

irmerFy  Pacifica  Income  fund,  [i)  Formerly  Prudentiol-Boche  GNMA  Fund  Class  B.  (u)  Formerly  Prudential-Bache  Govt  Plus  Fund  Class  B-  (v|  Formerly  Pru-Bache  Govt  Sees  Interm-Term  Class  B.  (w)  Formerly  Prudentiol- 
e  U.S.  Government  B-  [x]  Formerly  Putnom  Capitol  Preservotion/lncome  Tr.  (y)  Formerly  Putnam  GNMA  Plus  Trust  (z)  Formerly  Equrtec  Siebel  U,  S  Govi.  Sees,  Fund,  (ao)  Formerly  Vanguard  F/l  Sees.  U.S.  Treasury 
Wornnerly  Vong„a,d  F/l  Sees,  Sho^-Te^m  Gov,  Bond  ^^^^^  ,3  explonation  of  BW  RoKng,  Trend,  and  other  terms  DATA:  MORNINGSTAR  INC. 


AL  FUND  SCOREBOARD 


BUSINESS  WEEK/FEBRUARY  24,  1992  97 


RAHNG 


SIZE 


FEES 


PERFORMANCE 


PORTFOLIO 


MUNICIPAL 


AAL  MUNICIPAL  BOND 

AARP  INSURED  TAX-FREE  GENERAL  BOND 

ABT  FLORIDA  TAX-FREE 


150  J 


50 


AVG 


4.75  0.90T 
i-75  C.33- 


n.4 


5.8 


13.8 


8.0 


ALLIANCE  MUNI,  CALIFORNIA 
ALLIANCE  MUNI.  INSURED  NATIONAL 
ALLIANCE  MUNI.  NATIONAL 
ALLIANCE  MUNI.  NEW  YORK 
AMERICAN  CAPTTAL  MUNICIPAL  BOND 


AVG 


236.8  56  i::  0.391  11.0  9.6 
134.1  9  i-Z  0.92T  12.2  9.6 
211.1  12  0J5t  12^  10.0 

139.9  '4  450  0.&5+  12.3  9.6 


7^ 


6.6 
6.1 
6.5 
6.6 


28.0 
24.0 
26.0 
26  C 


AMERICAN  CAPFTAL  T  E  HIGH-YIELD 
ATLAS  CALIFORNIA  MUNICIPAL  BOND  :c 
BENHAM  CALIFORNIA  T  F  INSURED 
BENHAM  CALIFORNIA  T  F  INTERMED.-TERM 
BENHAM  CALIFORNIA  T  F  LONG-TERM 


♦  ♦ 


106.6  43: 
114.1  71 
260.1  28 


4..'0 

3.00 


).0OT 

;-59 


■i0.6 
12.5 

1  1  T 


9.0 


5  5 


6.2 
5.9 

5.6 


nj 

232 
7  6 


BERNSTEIN  DIVERSIFIED  MUNICIPAL  23"..6 

BERNSTEIN  NEW  YORK  MUNICIPAL  203.1 

CALIFORNIA  TAX-EXEMPT  BONDS  AVG  136.4 

CALIFORNIA  TAX-FREE  INCOME  ♦  167.4 

CALVERT  TAX-fREE  RESERVES  LTD.-TERM  ♦    ♦    ♦  29;.3 


92 


-  Z.2 

5.5 

10.4 

5.6 

8.3 

11.1 

9.4 

7.8 

6.4 

2':.5 

.60 

12.1 

9.6 

71 

6.: 

23.8 

9.4 

7.6 

6.3 

26.S 

i. 

8.8 

6.6 

6.5 

23.2 

CHURCHILL  TAX-FREE  FUND  OF  KENTUCKY  ♦ 
CIGNA  MUNICIPAL  BOND 

COLONIAL  CALIFORNIA  TAX-EXEMPT  ♦ 

COLONIAL  MASSACHUSETTS  TAX-EXEMPT  AVG 

COLONIAL  TAX-EXEMPT  AVG 


73 


76 


255:  7 


9.2 
8 - 


7.3 


6-7 

7.2 


23.3 


COLONIAL  TAX-EXEMPT  INSURED  AVG 
COLUMBIA  MUNICIPAL  BOND  AVG 
COMPOSITE  TAX-EXEMPT  BOND  AVG 
DEAN  WrTTER  CALIFORNIA  TAX-FREE  INCOME 
DEAN  WITTER  NEW  YORK  TAX-FREE  INCOME 


285.1 
140.3 


37 
26 


i2T 


■.0.; 

12.. 


8.4 
8-5 


6.6 
6.9 


5.9 
6.0 
5.6 
5.4 


iO.4 

7  8 
22  6 

23 : 


DEAN  WITTER  TAX-EXEMPT  SECURITIES 

DELAWARE  GROUP  TAX-FREE  USA 

DMC  TAX-FREE  INCOME  PENNSYLVANIA 

AVG 

759.5 

4-.-5 

12-9 

9-0 

7-6 

6  J 

21 V 

DREYFUS  CALIFORNIA  TAX-EXEMPT  BOND 

«■ 

DREYFUS  INSURED  MUNICIPAL  BOND 

♦ 

DREYFUS  INTERMEDIAH  MUNI.  BOND 

■379.: 

2 ' 

8.9 

7.1 

6.5 

10.0 

DREYFUS  MASSACHUSEHS  TAX-EXEMPT  BOND 

149.1 

8.8 

6.6 

6.3 

20.9 

DREYFUS  NEW  JERSEY  MUNICIPAL  BOND 

* 

Sc 

97 

6.2 

22.6 

DREYFUS  NEW  YORK  INSURED  T  E  BOND 

AVG 

■47.5 

97 

5.8 

23  6 

DRFYFUS  NEW  YORK  T  E  INTERMED.  BOND 

Sc  ICC 

DREYFUS  NEW  YORK  TAX-EXEMPT  BOND  ♦  1881.7 

DREYFUS  SHORT-JNTERMEDLATE  TAX-EXEMPT  ♦    ♦    ••■           157  8 

DREYFUS  TAX-EXEMPT  BOND  ♦  4117-4 

DUPREE  KENTUCKY  TAX-FREE  INCOME  ♦          ♦  141-8 

EATON  VANCE  CAUFORNIA  MUNICIPAL  2:'  3 


8.3 


9.2 
9:7 


7-4 


2-9 
23  3 


EATON  VANCE  NATIONAL  MUNICIPAL  zz, 

FEDERATED  TAX-FREE  INCOME  AVG 

FIDELfTY  AGGRESSIVE  TAX-FREE  ♦    ♦  ♦ 

FIDELITY  CALIFORNIA  TAX-FREE  HIGK-YIELD  ♦ 

FIDELITY  CAUFORNIA  TAX-FREE  INSURED  AVG 


613.5 
650.4 
539.9 


6.1 

27.3 

7-3 

20- 

■9.5 

5.9 

22.0 

6.6 

18.1 

6.0 

21.6 

6.2 

11-2 

9.3 

7.4 

6.6 

17J 

9.' 

7.4 

6j 

21.2 

FIDELfTY  HIGH-YIELD  TAX-FREE  ♦  ♦  c;-: 

'iOELmr  INSURED  TAX-FREE  ♦  301.3 

L-ELfTY  LIMITED-TERM  MUNICIPAL  692J7 

-;:.-.trrr  ma  tax-free  HiGh+-YiELD  ••■  ♦  ♦        995  9 

^■^z^rrr  Michigan  tax-free  high-yield  ♦  ♦            37s " 


F!;5UTY  MINNESOTA  TAX-FREE  HIGI+ YIELD  ♦ 

^•^-fi.       MUNICIPAL  BOND  ♦  ♦ 

■'!>Zi^  r'EW  YORK  TAX-FREE  HIGH-YIELD  ♦ 

-iDSl.       lEW  YORK  TAX-FREE  INSURID  ♦ 

?it;5-"    CHiO  TAX-fREi  HIGH-YIELD  *■  ♦ 


412.7 
2'4  4 


7.3 


6.3 


22..5 


poges  93  for  on  exptor>otYon  of  BW  Rating,.  Trend-  and  other  terms 


^  D  ATllkl/^  CITC  CCCC  DCO Ci^D M  A Kir  C  OrtDTC 


*0.0  /'                               "■           -.  - 

RATING 

SIZE 

FEES 

PERFORMANCE 

PORTFOLIO 

TREND 

ASSETS 

%  CHG, 

SALES 

EXPENSE 

TOTAL  RET  (%| 

YIELD 

MATURITY 

3-YEAR 

/ 

S  MIL. 

1990-91 

CHARGE  (%) 

RATIO  (%) 

1  YR 

3  YRS 

5  YRS 

(YEARS) 

ANALYSIS 

nPI  ITY  QPAPTAN         MUNI  HIAH-YIFLD 

436  4 

98 

0  50* 

0.35 

1  1 .5 

6  3 

22.7 

uu 

nri  ITY  CDADTAKI         MIINI    Hlf^M-YIFt  D 

359  1 

43 

0  50* 

0  55 

1  0,6 

9.2 

6  2 

19  5 

DELITY  SPARTAN  MUNI.  INCOME 

710.0 

239 

0.50* 

0  23 

12,7 

6.8 

22  0 

DELITY  SPARTAN  NJ  MUNI.  HIGH-YIELD  (ee) 

2974 

42 

0.50* 

0.52 

1  2  3 

9  9 

6.2 

22.7 

DELITY  SPARTAN  NY  MUNI.  HIGH-YIELD 

258  5 

95 

0.50* 

0.35 

1 4.4 

6.4 

23.1 

DPI  ITY  <PADTAM  PA  MUNI    HmH.YIFI  D 

1 98  5 

40 

0  50* 

0  55 

12,5 

9.8 

7.3 

6.8 

22.0 

Lyj 

rkEI  ITY  CDAPTAN  d-ir>PT  INTFDM  MUNI 

#   #  # 

242  3 

3 1 3 

No  lood 

0  55 

8  9 

7.2 

5  1 

5.7 

3  0 

i  U  1 

h4ANCIAL  TAX-FREE  INCOME  SHARES 

247.7 

30 

No  load 

0.93t 

1 2  6 

1 0.4 

8.3 

5  9 

25.9 

RST  INVESTORS  INSURED  TAX-EXEMPT 

1208.3 

7 

6.90 

1.13t 

10,3 

8.5 

7.6 

6.4 

19.1 

RST  INVESTORS  NY  INSURED  TAX-FREE 

162.3 

4 

6.90 

1.23t 

1 1 .0 

8.6 

6.7 

5  8 

20.2 

LiJ  1 

AAQHIP  AII.AMFPIfAN  TAX-FXFMPT 

AVG 

1  1 3.8 

88 

4.20 

0.42t 

1 4.5 

10  6 

6.9 

24.9 

Af^CMIP        DAIIRI  F  TAX-FXFMPT 

#   #  # 

1 25  2 

4 1 

4  20 

0  67t 

1 1 .5 

8  8 

6.3 

214 

AGSHIP  FL  DOUBLE  TAX-EXEMPT 

234.0 

150 

4.20 

0.19t 

13  3 

6  8 

22.8 

AGSHIP  KY  TRIPLE  TAX-EXEMPT 

179.4 

42 

4.20 

0.72T 

12,4 

9.9 

6  4 

22  0 

AGSHIP  LIMITED-TERM  TAX-EXEMPT 

177.8 

582 

2.50 

0.56t 

10,0 

8.2 

6.3 

5.6 

Lyj 

Af^^HIP  Ml  TRIPIF  TAX.FXFMPT 

1 59.9 

36 

4.20 

0  901 

1 1 ,6 

9.0 

7.6 

6.3 

20-1 

AI^<IMIP  NT  TQIPI  F  TAX-FXFMPT 
■4U9n  1  r  PIW  IKIrLE   1  MA-CAE fTir  1 

121  8 

2 1 

4  20 

0  99t 

1 1 ,7 

9.1 

7  3 

6.1 

1 9.2 

AGSHIP  OH  DOUBLE  TAX-EXEMPT 

304.5 

25 

4.20 

1.02t 

1  1 ,8 

9.2 

7  9 

6.2 

1 9. 1 

1  1  1  1 

AGSHIP  TN  DOUBLE  TAX-EXEMPT 

1  18.1 

45 

4.20 

0.76t 

1 1  -6 

9.1 

6.2 

1 9.3 

>RTRESS  MUNICIPAL  INCOME 

181.0 

64 

1.75* 

1.02t 

10  9 

9.4 

6.6 

8.3 

ANKI  IN  A7  TAX-FRFF  INmMF 

574  2 

57 

4  00 

0  55 

1 2. 1 

9  0 

6  8 

2 1 .0 

1  1  ,|.J 

ANIfllN  TA  INCIIPFD  TAX.FPFF  INrOMF 
Mn^LIPI  \>M  IPISUKCI^   IMA'TKEC  IPtViV/TlE 

737  8 

1 07 

4  00 

0  57 

10-7 

8.8 

6  4 

6.4 

25.5 

1  liil  1 

ANKLIN  CA  TAX-FREE  INCOME 

AVG 

12281.0 

10 

4.00 

0.48 

10.8 

8  5 

7.2 

7  0 

22  0 

LLU 

ANKLIN  CO  TAX-FREE  INCOME 

AVG 

106.3 

67 

4.00 

0.70 

1 2.2 

9  1 

6-8 

22.0 

ANKLIN  FEDERAL  TAX-FREE  INCOME 

AVG 

4986.5 

22 

4.00 

0.50 

13.1 

9  0 

7  4 

7  2 

23.0 

ANK^IIN  Fl  TAX.FPFF  INfOMF 

Mni^Lini  rL   1  MA-r REE  IPI^ VITIE 

AVG 

871  9 

55 

4  00 

0  53 

12,4 

9  3 

7,0 

23.0 

uuu 

AKllfllN  M/Y  TAX  FPFC  INmME 

M  V 

2044  1 

2 1 

4  00 

0  51 

12,2 

8  8 

8  8 

7,9 

22  0 

JVNKLIN  INSURED  TAX-FREE  INCOME 

AVG 

1072.2 

31 

4.00 

0.53 

112 

9,1 

7,1 

6.5 

22.0 

1^  1 

ANKLIN  MA  INSURED  TAX-FREE  INCOME 

208.7 

44 

4.00 

0.67 

1 1 ,3 

8  3 

6  6 

6.5 

22-0 

\A  1  1 

ANKLIN  Ml  INSURED  TAX-FREE  INCOME 

644,9 

31 

4.00 

0.59 

10.8 

8  6 

6,9 

6.5 

22.0 

I...U  1 

ANKLIN  MN  IN<kUDFD  TAX-FRFF  INCOME 

AVG 

344  8 

28 

4.00 

0  65 

10.7 

8,5 

6  8 

6  6 

20  0 

LU  1 

ANKIIN  MO  TAX-FRFF  INrOMF 

MPIIV LI V%  tW\^J   1  MA-rKEE  1  WITIE 

AVG 

1 04  9 

1  20 

4  00 

0  72 

11.8 

9  2 

6.6 

22  0 

1  1  1  iJ 

ANKLIN  NC  TAX-FREE  INCOME 

AVG 

102.2 

129 

4,00 

0.70 

11.4 

9  2 

6  7 

22.0 

ANKLIN  NJ  TAX-FREE  INCOME 

AVG 

325.4 

38 

4,00 

0.59 

1  2.3 

9  3 

6  4 

24.0 

ANKLIN  NY  TAX-FREE  INCOME 

AVG 

3421  0 

16 

4.00 

0.50 

1  3  4 

9,0 

7,3 

7  1 

23  0 

ANKIIN  OM  IN^IIRFD  TAX-FRFF  INfOMF 

Ml^^ LI ni  wrl  ll^9UI\Cli^   i  MA-ri\EE  1  Hl^ wfTIE 

AVG 

388  5 

49 

4  00 

0  62 

10.8 

8  7 

7  0 

6  6 

22  0 

VAA  1 

AKllf  1  |K|  />p  TAX.FPFF  INrOMF 

AVA 

1 97  0 

77 

4  00 

0  65 

1 2-5 

9  0 

6  4 

23.0 

III! 

ANKLIN  PA  TAX-FREE  INCOME 

•f- 

3800 

35 

4.00 

0.59 

13.3 

8.9 

7,5 

6-8 

24  0 

1  1  U\ 

ANKLIN  PR  TAX-FREE  INCOME 

120.2 

36 

4.00 

0.70 

12.1 

8.9 

7,2 

6.4 

1  8.0 

\-\  U 

ANKLIN  TX  TAX-FREE  INCOME 

AVG 

123.1 

1131 

4.00 

0.70 

1 2.0 

9.5 

7  2 

23  0 

ANKLIN  VA  TAX-FRFF  INf  OMF 

AVG 

1 45  3 

1 02 

4  00 

0  68 

1 2.4 

9.3 

6.8 

22,0 

i  i  1  i 

FFnOM  MANAf^Fn  TAX-FXFMPT  R 

215  4 

46 

4  00** 

1  1  Qt 

'  ■ '  "T 

1 1 .9 

9  3 

6, 1 

24  4 

ENERAL  CA  MUNICIPAL  BOND 

299.3 

128 

No  load 

0.2  IT 

1 0  9 

6,7 

27,5 

\  M  1 

ENERAL  MUNICIPAL  BOND 

683.1 

153 

No  load 

O.OOT 

1 4,7 

1 1 .2 

7,9 

7,2 

25,3 

i  M  i 

ENERAL  NEW  YORK  MUNICIPAL  BOND 

223.7 

95 

No  load 

0.36t 

1 4- 1 

9. 1 

6.8 

6  6 

20  7 

1. 

JJ  TAIIFORNPA  MIINiriPAl  INrOMF 

234  2 

53 

4  50 

1  05t 

9  9 

6  3 

27.0 

1  1 

lA/  NATIONAI   MIINICIPAl  IMTOME 
n  PIMIlWPIML  IVlUm^ilrML  II>I^W/tIC 

129  5 

476 

4  50 

0  55t 

1 5,5 

6  9 

2 1  0 

1  1  y 

1 — 1 — ■■ 

)HN  HANCOCK  TAX-EXEMPT  INCOME 

422.3 

12 

4.50 

1.21T 

12,2 

9. 1 

7.8 

6  1 

24  6 

^WAIIAN  TAX-FREE 

458.2 

19 

4.00 

0.71 

1 0,5 

8.8 

7.2 

6.3 

1 7  5 

uuu 

ELMSMAN  TAX-FREE  INCOME 

108.6 

55 

No  lood 

0.30t 

9  9 

5  7 

8  3 

MM 

*«  CAIIFORNIA  TAX-FXFMPT 

J  ^MLI r nilM  1  MA-E AEIVir  1 

207  6 

27 

5  00 

0  60t 

1  1 ,0 

8  9 

6  9 

6.1 

25,9 

1 

Hlf^M-YIFI  n  TAX  FXFMPT 
3  niV7n-iiELLF  iMA-CAcnnri 

5435  8 

1 4 

5  00 

0  60t 

1 2  0 

9  5 

/  -O 

7  0 

8  2 

y  u 

S  INSURED  TAX-EXEMPT 

249.5 

57 

5  00 

0.67t 

1  1  7 

9.3 

7.4 

6  0 

24  6 

S  MINNESOTA  TAX-EXEMPT 

AVG 

274.0 

36 

5.00 

0,63t 

1 0,8 

9.0 

6.8 

6  4 

7  6 

1 

S  TAX-EXEMPT  BOND 

♦    ♦  ♦ 

1245.7 

14 

5.00 

0.60T 

1 0  1 

9  5 

7.1 

5  8 

23  5 

tey  1 

-MPFR  MUNiriPAl  RONn 

•  ITirCK  iTlwnil^lrML  DWPIL/ 

2598  1 

20 

4  50 

0  48 

13,4 

10.4 

O.O 

6.4 

21,0 

1.     1      I  I 

■MPFR  <kTATF  TAX.FPFF  IN<"OMF 
-•▼IrEK  9IMIE   IMA'TKCC  ll>IV.KjfVlC  \»tK 

1 062  8 

33 

4  50 

0  66 

1 1,4 

9.9 

ft  0 
O .  / 

6.2 

23.0 

MM 
1  1  1  1 

;mper  state  tax-free  income  NY 

245.4 

31 

4  50 

0.40 

13,3 

10,4 

7  4 

6.3 

23.0 

•  YCTf^KIC  AAACDI^A  TAV  EDCC  IKI^/^UC 
.lalvint  AfVlEKI^,A  lAA-rKfcE  IIMwOfViC 

137.3 

-5 

4.00** 

1 .66t 

114 

8.5 

5.9 

24.9 

1  LJ  1 

;ystone  tax-exempt 

651.6 

11 

4.00** 

l-84t 

1 1.0 

8.3 

6.8 

6.2 

22.8 

LLU 

iciudes  redemption  fee  ** Includes  deferred  sales  cfiarge  1 1  2{b} 
)  Formerly  Fidelify  New  Jersey  Tax-Free  fHigfi-Yield 

1  plan  in  effect  JNot  currently  accepting  nevv  accounts  or  deposit 

s  §Newtund 

'ess  tfran  1 

2  montfis'  tolol  relurn.  NA= 

Not  aval 

able.  NM  =  Nol 

meaningful 

See  pages  93  for  an  explanation  of  BW  Rating,  Trend,  and  other  terms  DATA:  MORNINGSTAR  INC 


UAL  FUND  SCOREBOARD 


BUSINESS  WEEK/FEBRUARY  24,  1  992  99 


MUTUAL  FUND 


RATING 


SIZE 


  FEES 

%  CHG.  Si,- 
1990-91  GiA.;- 


PERFORMANCE 

TOTA-;r  s 


PORTFOUO 


v^-.;~  3-YEA£ 


KEYSTONE  TAX-FREE 
LIBERTY  ADVANTAGE  TAX-FREE  BOND 
LIMITED-TERM  MUNICIPAL  NATIONAL  ♦ 
LORD  ABBETT  CA  TAX-FREE  INCOME  ♦ 
^ORD  ABBETT  TAX-FREE  INCOME  NATIONAL  ♦ 


S 

237 
62 


2.75 
475 
i.75 


1.07t 
0J5t 
075t 


8.6 
13.8 
12.5 


7.6 


7.0 


5.7 
6.2 
6.3 


22/1 
22.0 
5.0 


LORD  ABBETT  TAX-FREE  INCOME  NY 
MAINSTAY  TAX-FREE  BOND 
MERRILL  LYNCH  CA  MUNICIPAL  BOND  B 
MERRILL  LYNCH  FL  MUNICIPAL  BOND  B 
MERRILL  LYNCH  MUNICIPAL  HIGH-YIELD  A 


♦  ♦  ♦ 

♦  ♦ 


250.9  30 

210.8  51 

710.9  S 
107.1  NA 

"261  C  -3 


4.75 

5.00* 

4.00* 


1.15t 

C.79* 


m:2 

10.5 
10.0 

7.6§ 

12.6 


9.9 
7.6 
8.4 


S.4 

6.5 
6.6 


6.8 
6.0 

5S 

6-8 


24.5 
23.6 
24.8 
2  ;  4 
2;  5 


MERRILL  LYNCH  MUNICIPAL  INCOME  B  AVG                     97.6  -8  2.00" 

MERRILL  LYNCH  MUNICIPAL  INSURED  A  2056.8  5  4.00 

MERRILL  LYNCH  MUNICIPAL  LIMITED  ♦    ♦    ♦           465.3  40  0.75 

MERRILL  LYNCH  NJ  MUNICIPAL  BOND  B  99.1  239  4.00" 

MERRILL  LYNCH  NY  MUNICIPAL  BOND  B  ♦    ♦                 578.C  4  4  00" 


0.45 
0.40 

l.OOT 
1.17t 


10.9 
12.3 
7.6 
10-5 

12-6 


7.9 
6.9 


8.1 
5.9 


5.6 
6J 
5.7 
5.7 
5J 


NA 
25.7 

5.2 
NA 
24.7 


METLIFE-STATE  STREET  TAX-EXEMPT  ♦  ♦ 

MFS  LIFETIME  MANAGED  MUNI.  BOND  ♦ 

MPS  MANAGED  CA  MUNICIPAL  BOND  ♦ 

MFS  MANAGED  HIGH-YIELD  MUNI.  BOND  AVG 

MFS  MANAGED  MULTI-STATE  MUNI.  MA  AVG 


118.0 

39 

4.50 

list 

11.8 

5.7 

5  p 

23  " 

417.4 

11 

6.00" 

2.07T 

11.4 

8.0 

164.1 

101 

4.75 

0.60T 

11.4 

9.2 

7.4 

22.8 

«4ao 

0 

4.75$ 

1.05 

10.5 

8.0 

6.9 

8.3 

20.3 

237.7 

12 

4.75 

1.08t 

11.8 

8J 

72 

63 

20.6 

116.9 

17 

4.75 

1.17T 

9.9 

8.4 

6.2 

2C.7 

308^7 

4C 

4.75 

i.nt 

9.9 

8.5 

6.9 

6.1 

21  4 

99.7 

35 

4  75 

1.17t 

10.2 

8.6 

7.8 

6.0 

22J 

325.6 

20 

4.75 

i.llT 

10.4 

8.9 

7.7 

6-2 

22.1 

"766.4 

21 

:.6' 

"2.8 

9  6 

^  1 

20  6 

MFS  MANAGED  MULT^STATE  MUNI.  MD 
MFS  MANAGED  MULTI-STATE  MUNI.  NC  ♦ 
MFS  MANAGED  MULTI-STATE  MUNI.  SC  "•  ♦ 

MFS  MANAGED  MULTI-STATE  MUNI.  VA  AVG 
MFS  MANAGED  MUNICIPAL  BOND 


MUTUAL  OF  OMAHA  TAX-FREE  INCOME 

NATIONAL  SECURITIES  TAX-EXEMPT  BONDS  AVG 

NATIONWIDE  TAX-FREE  AVG 

NEW  ENGLAND  TAX-EXEMPT  INCOME  V    ♦  ♦ 

NEW  YORK  MUNI.  ♦    ♦  ♦ 


106.5 

13 

4.75 

0.76 

1 1 .9 

9.4 

7.8 

6.8 

21.0 

127.9 

37 

5.00" 

l.OlT 

10.8 

9.0 

6-5 

5.8 

20.4 

163.0 

11 

4.50 

0.97t 

11.8 

9.2 

7.2 

6.6 

24.3 

184  0 

-3 

No  bod 

1.70T 

15.8 

7.8 

5.3 

5.1 

21.9 

NUVEEN  CA  TAX-FREE  SPECIAL  BOND  AVG 
NUVEEN  INSURED  TAX-FREE  NATIONAL 
NUVEEN  INSURED  TAX-FREE  NY 

NUVEEN  MUNICIPAL  BOND  AVG 
OPPENHEIMER  CALIFORNIA  TAX-EXEMPT 


149.6 
1754.0 


106 
25 
57 


":  2-5 

9./ 

25.9 

1-75 

0-69 

13.4 

9.5 

6.9 

6.1 

NA 

.-75 

0.60 

11.3 

9  5 

3  2 

2 '  -9 

1.75 

0.80T 

10.8 

,75 

0.96T 

12.2 

8.7 

7.2 

6.4 

19.4 

.75 

0.88T 

12.1 

9.1 

7.3 

6J 

21.3 

.-5C 

0.24T 

11.6 

9.6 

63 

20.3 

-75 

"  CC* 

11.1 

8  9 

6.7 

6.1 

28.4 

OPPENHEIMER  NEW  YORK  TAX-EXEMPT 
OPPENHEIMER  TAX-FREE  BOND 
OVERLAND  EXPRESS  CA  TAX-FREE  BOND 
PACIFIC  HORIZON  CA  TAX-EXEMPT  BOND 
PACIFICA  CALIFORNIA  TAX-FREE 


AVG 
AVG 


AVG 


386.8 
393.6 
33Z8 
138.4 

158.1 


66 


PAINEWEBBER  CA  TAX-FREE  INCOME  A  = 
PAINEWEBBER  NATL.  TAX-FREE  INCOME  A  : 
PARKSTONE  MICHIGAN  MUNICIPAL  BOND 
PARKSTONE  MUNICIPAL  BOND 
PREMIER  CALIFORNIA  MUNICIPAL  BOND 


AVG 


235.6 
374.2 
123.3 
123.9 

219-5 


25 


76 
35 
40 


0-73* 

0_57 

0-87 


9.8 
9.2 


8.9 


7.6 
9.7 


7.7 


7.7 


6.5 
5.2 
5.1 
6.5 


zi-4 
25.3 
6.9 
7.6 
26.8 


PREMIER  MUNICIPAL  BOND 
PREMIER  STATE  MUNICIPAL  BOND  a 
PREMIER  STAH  MUNICIPAL  BOND  FL 
PREMIER  STATE  MUNICIPAL  BOND  MD 
PREMIER  STATE  MUNICIPAL  BOND  Ml 


AVG 
AVG 


354.6 
255.3 
231.6 
234.3 

'40-2 


92 
78 
64 
62 


0.42t 

;  42" 


11.9 

13.0 


"0.4 
92 
10  J 
10.0 
9  9 


73 


6.9 
6.3 
6.6 
6.4 

6.5 


25.9 
23.4 
24-5 
30.3 
24.2 


PREMIER  STATE  MUNICIPAL  BOND  MN 
=  •  EMIER  STATE  MUNICIPAL  BOND  OH 
vVJER  STATE  MUNICIPAL  BOND  PA 
-  OWE  PRICE  CA  TAX-FREE  BOND 
:.  vOiVE  PRICE  MD  TAX-FREE  BOND 


♦ 


230.7  64 

148.6  57 

108>4  35 

452  5  6C 


12.3 
122 


10.2 
10.5 
8.8 
9.0 


5.6 


6.6 
6.8 
5.9 
5.9 


25  8 
24.3 
24.5 
21.6 
18.8 


kO'A'E  PRICE  TAX-FREE  HIGH-YIELD  ill  r 

sC-y;~  PRICE  TAX-FREE  INCOME  "251.4 

SCvs':  PRICE  TAX-FREE  SHORT-INT.  ♦    ♦  307.0 

aUCE  -'LAL  CA  MUNICIPAL  CALIF,  SER.  B  --            '    "'            "72  3 

":UC5\'r,Al  MUNICIPAL  HIGH-YIELD  B  AVG                   "92  " 


35 


:  62 

0.67 

1.26T 

l.OOt 


12.2 
7-9 
10.7 
12  0 


9.8 
9.0 
6.9 
8.2 
8.9 


8.1 
6.0 
5.6 
5  9 


6.2 
5.4 


6.8 


2C.7 
3.3 
14.2 
23  1 


See  poges  93  for  an  explanation  of  BW  BoHng,  Trend,  and  other  terms 


D  CITC  CECC  DCDC/\D U  A  Kir  C  D^DTI 


RATING 

SIZE 

FEES 

PERFORMANCE 

PORTFOLIO 

TREND 

V 

ASSETS 

%  CHG 

SALES 

EXPENSE 

TOTAL  RET  (%1 

YIELD 

MATURITY 

3-YEAR 

/ 

S  MIL 

1990-91 

CHARGE  (%) 

RATIO  |%| 

1  YR 

3YRS. 

5  YRS- 

(YEARS) 

ANALYSIS 

IDENTIAL  MUNICIPAL  INSURED  B  (ii) 

632.9 

16 

5  00** 

1 ,01 1 

11.7 

9  1 

5.6 

23.2 

IDENTIAL  MUNICIPAL  NEW  JERSEY  B  (kk) 

266.2 

33 

5,00** 

0,69t 

12,2 

9.6 

5.9 

20  8 

U-iHl 

JDENTIAL  MUNICIPAL  NEW  YORK  B  {II] 

302.8 

4 

5,00** 

lilt 

13,0 

8,3 

5  8 

5  9 

22.8 

IDENTIAL  MUNICIPAL  PENNSYLVANIA  B  (mm) 

183.6 

1 7 

5,00** 

1 ,23t 

1 1 ,9 

8.5 

5.6 

1  1  0 

IJJJ 
IJJJ 

JDENTIAL  NATIONAL  MUNICIPAL  B  (nn) 

874.3 

-1 

5  00** 

1  14t 

12.4 

8.6 

6.5 

5.7 

18.7 

NAM  CA  TAX-EXEMPT  INCOME 

AVG 

2453.5 

27 

4.75 

0.56 

1 1 .4 

9.4 

8.1 

6.5 

25.3 

l_l^_l 

NAM  FL  TAX-EXEMPT  INCOME 

1 49.0 

1  7 1 

4,75 

0.4 1 

12  1 

6.8 

24.4 

1  1  u 

1  1  ■■ 

rNAM  NJ  TAX-EXEMPT  INCOME 

130.9 

84 

4,75 

0.66 

1 1.9 

6.8 

24.2 

1  1  u 

rNAM  NY  TAX-EXEMPT  INCOME 

♦  ♦ 

1674.7 

1 8 

4,75 

0.56 

14.3 

9.1 

8.0 

6.7 

23.1 

rNAM  OH  TAX-EXEMPT  INCOME 

AVG 

102.7 

-I 

2,50** 

1  71t 

10.0 

8.3 

6.9 

5.9 

22.6 

NAM  TAX-EXEMPT  INCOME 

1 562.4 

1 4 

4.75 

0.54 

1 2.7 

9.4 

7.9 

6,6 

24.0 

NAM  TAX-FREE  HIGH-INCOME 

303.2 

32 

4.75 

0.95 

12.3 

7  9 

23.6 

\  II  - 1 

NAM  TAX-FREE  HIGH-YIELD 

807.8 

23 

5.00** 

1 .52t 

1 1 ,7 

8.0 

7.0 

7,0 

23.6 

U-1  1 

NAM  TAX-FREE  INSURED 

394.9 

23 

5.00** 

1 .68t 

11,1 

8.7 

7.3 

5,3 

23.9 

1 J 

CHESTER  FUND  MUNICIPALS 

496.9 

91 

4.00 

0.80T 

12,8 

9.6 

9  2 

7,0 

12.7 

I..JidJ 

ECO  MUNICIPAL  BOND 

422. 1 

35 

No  load 

0.55 

13.8 

1 0. 1 

8  8 

6,2 

22.1 

1— 1— i— 1 

IDDER  CALIFORNIA  TAX-FREE 

239.3 

1 6 

No  load 

0.83 

12.7 

9.8 

7.9 

5.7 

20.5 

ir^raljKt 

IDDER  HIGH-YIELD  TAX-FREE 

159.1 

24 

No  load 

1 .00 

13.5 

9.9 

6.4 

23  1 

JDDER  MASSACHUSETTS  TAX-FREE 

100.8 

67 

No  load 

0.60 

12.2 

9.4 

6.2 

10.8 

JDDER  MEDIUM-TERM  TAX-FREE 

267.1 

919 

No  load 

0.00 

12.1 

8.1 

6.6 

6.3 

6.2 

UiJiJ 

jDDER  MANAGED  MUNICIPAL  BONDS 

794.2 

1 1 

No  load 

0.64 

1 2.2 

10.0 

8.6 

5.9 

1 0.0 

IDDER  NEW  YORK  TAX-FREE 

158.7 

1 3 

No  load 

0.87 

13.3 

9.1 

7.6 

5  8 

13.7 

IGMAN  TAX-EXEMPT  MASSACHUSETTS 

120.6 

10 

4.75 

0.83 

13.0 

9,1 

7  6 

6  3 

21 .3 

IGMAN  TAX-EXEMPT  MICHIGAN 

133.6 

13 

4.75 

0.80 

12.0 

9  5 

8.0 

6.0 

22.3 

IGMAN  TAX-EXEMPT  MINNESOTA 

♦ 

179.2 

6 

4.75 

0.80 

7.5 

8  0 

7.0 

6.2 

19.5 

IGMAN  TAX-EXEMPT  NATIONAL 

136.6 

3 

4.75 

0.80 

1 1 .5 

9,0 

7.8 

6.0 

24. 1 

1  -J  J-J 

Ic-jI'S-JibI 

IGMAN  TAX-EXEMPT  OHIO 

♦ 

160.1 

1 3 

4.75 

0.77 

1 1.3 

9  3 

8. 1 

6.2 

1 9.0 

I    1    1  1 

1-  J  -  1- J 

iARSON  CALIFORNIA  MUNICIPALS 

363.0 

1 1 

5,00 

0.67 

1 1 .5 

9,2 

7.6 

6  6 

23.8 

1  M  1 

lARSON  MANAGED  MUNICIPALS 

♦  ♦ 

1 608.6 

12 

5,00 

0.61 

14.2 

9,7 

8.0 

6  9 

24.5 

rm 

EARSON  NEW  YORK  MUNICIPALS 

AVG 

467.3 

10 

5.00 

0.64 

13.0 

9.1 

7.6 

6.9 

23.5 

nn 

cARSON  TAX-EXEMPT  INCOME 

AVG 

695. 1 

20 

5,00** 

1 .45t 

1 1 .3 

8.4 

7.4 

6.3 

2 1 .8 

ill! 

NEW  BEGINNING    TAX-FREE  INCOME 

«  # 

1 33.6 

1 79 

No  load 

0.80 

9.2 

8  3 

7.2 

1 7  0 

1  U  1 
i-jm — 1 

ITH  BARNEY  MUNI.  BOND  CALIFORNIA 

AVG 

1 19.1 

25 

4,00 

0.2 1 

12.4 

10.0 

6.9 

25,3 

ITH  BARNEY  MUNI.  BOND  NATIONAL 

AVG 

249.3 

34 

4.00 

0.39 

12.8 

9.8 

8.1 

6.9 

26  4 

1  M  1 

INROE  HIGH-YIELD  MUNICIPALS 

399.8 

20 

No  load 

0.71 

9.8 

9.6 

8.8 

6.8 

19,3 

1  ,.ld..l 

INROE  INTERMEDIATE  MUNICIPALS 

148.9 

43 

No  load 

0.80 

1 0.7 

8.8 

6.8 

5.3 

7.8 

1  IhI  I 
L.1«I_J 

INROE  MANAGED  MUNICIPALS 

71 3.0 

1 6 

No  load 

0.66 

1 1 .9 

9  8 

8.4 

6.0 

1 8.4 

11   1    1:  1 

ONG  MUNICIPAL  BOND 

AVG 

1 15.2 

265 

No  lood 

0.30 

13.4 

8.3 

6. 1 

6.6 

21.1 

(-EXEMPT  BOND  FUND  OF  AMERICA 

♦  ♦ 

769.4 

28 

4.75 

0.72t 

1 1 .2 

8.9 

7.1 

6.0 

10.5 

VIA  1 

(-EXEMPT  FUND  OF  CALIFORNIA 

121.5 

30 

4.75 

0.85t 

10.1 

8.5 

6.2 

5.7 

9.8 

IJJJ 

(-FREE  FUND  OF  COLORADO 

1 29.7 

47 

4.00 

0,27 

1 1 .0 

8.7 

6.2 

1 1 .2 

1  i_j  1 

(-FREE  TRUST  OF  ARIZONA 

200.2 

32 

4.00 

0,58 

1 1 .7 

9.3 

7,6 

6.4 

1 8.9 

l-.1-*il';al 

(-FREE  TRUST  OF  OREGON 

202.9 

35 

4,00 

0  71 

1 1 .0 

9.1 

7  4 

6  0 

1 8.2 

i  J 

VNSAMERICA  CA  TAX-FREE  INCOME  A 

1 63.8 

104 

4,75 

ooot 

12.3 

7.2 

24  3 

1    1   i  { 

ITED  MUNICIPAL  BOND 

802.5 

16 

4.25 

0,57 

13.5 

10.0 

8  6 

6  0 

23.7 

1-  I..L-I 

ITED  MUNICIPAL  HIGH-INCOME 

233.3 

16 

4  25 

0.77 

1 1 .9 

9.9 

7,9 

7.3 

21 .7 

AA  TAX-EXEMPT  CALIFORNIA  BOND 

294.0 

73 

No  load 

0.50 

10.9 

6.4 

22.3 

1  yiLj 

AA  TAX-EXEMPT  HIGH-YIELD 

1637.1 

20 

No  loQci 

0.39 

1 2.4 

9  8 

7.9 

6.7 

22.4 

AA  TAX-EXEMPT  INTERMEDIATE-TERM 

818.3 

52 

No  lood 

0.42 

11.1 

9.0 

7.3 

6.5 

8.5 

AA  TAX-EXEMPT  SHORT-TERM 

602.8 

67 

No  lood 

0.46 

7.7 

7.0 

6.0 

5.8 

2.4 

LUJ 

AA  TAX-EXEMPT  VIRGINIA  BOND 

1 20.5 

350 

No  load 

0.50 

1  1 .7 

6.3 

23.9 

1  1  LJ 
1  1  wi 

r  MASTER  TAX-EXEMPT  INTERM.-TERM 

1 79.4 

76 

4.50 

0.66 

10,4 

8.6 

7.4 

6,0 

1 0.2 

l_U  I 

LUE  LINE  TAX-EXEMPT  HIGH-YIELD 

300.7 

8 

No  lood 

0.56 

1 2,3 

9  1 

7  7 

6,6 

22. 1 

1  U-J 

N  KAMPEN  MERRITT  INSURED  T/F  INCOME 

829.4 

1 9 

4.90 

0.88t 

10,6 

9.0 

7.7 

6,3 

22.4 

N  KAMPEN  MERRITT  MUNI.  INCOME 

292.3 

100 

4.90 

0.67t 

14  0 

7.3 

26.7 

1  1  y 

N  KAMPEN  MERRITT  PA  TAX-FREE  INCOME 

102.5 

48 

4,90 

0.60t 

1 1 ,6 

9.9 

6.6 

22.4 

1  1  1  1 

■Huh 

N  KAMPEN  MERRITT  T/F  HIGH-INCOME 

625.4 

-1 

4-90 

1 .08t 

8,5 

7.1 

6  8 

7.7 

23.5 

l_J  1  1 

M  1  1 

NGUARD  CA  TAX-FREE  INS.  LONG-TERM 

645.9 

65 

No  load 

0.26 

1 1.0 

9.5 

7.3 

6.0 

24.8 

MH-I 

NGUARD  MUNICIPAL  HIGH-YIELD 

AVG 

1341.8 

32 

No  load 

0  25 

14.7 

10.5 

8.6 

6.9 

25.6 

1  \  1-1 

NGUARD  MUNICIPAL  INSURED  LONG-TERM 

1701.6 

36 

No  load 

0.25 

12.4 

10.0 

8.5 

6.4 

25.1 

UiU 

ormerly  Prudenllal-Bacbe  Municipal  High-Yield  B  (kk]  Formerly 
lerly  Prudenliol-Boche  National  Municrpois 

Pfudential-Bache  Municipal  Nev* 

Jersey  B  |ll|  F 

ormerly  Prudentiol-Bache  Mun 

cipol  New 

York  B-  (mm)  Formerly  Prudential  Boche  Municipa 

1  Penn  B-  (nn) 
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)AL  FUND  SCOREBOARD 
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RATING 

SIZE 

FEES 

PERFORMANCE 

PORTFOLIO 

TREN 

ASSETS 

%  CHG. 

SALES 

EXPENSE 

TOTAL  RET.  (%| 

YIELD 

MATURITY 

3.YEAI! 

/ 

S  MIL. 

199a91 

CHARGE  (%) 

RATIO  (%) 

1  YR. 

3  YRS 

5  YRS 

lYEARSI 

ANALYS 

VANGUARD  MUNI.  INTERMEDIATE-TERM 

2459.7 

74 

No  load 

0  25 

12.2 

9  8 

8  1 

6.2 

13  1 

VANGUARD  MUNICIPAL  LIMITED-TERM 

♦    «  « 

547  0 

102 

No  load 

0.26 

9.5 

8  2 

5.6 

4.4 

VANGUARD  MUNICIPAL  LONG-TERM 

AVG 

887  8 

25 

No  load 

0.25 

13.5 

10,6 

8.5 

6  7 

25.7 

en 

VANGUARD  MUNICIPAL  SHORT-TERM 

#   «  « 

874  2 

16 

No  load 

0  25 

7.2 

7.0 

6.1 

5.3 

3.5 

□s: 

VANGUARD  NJ  T/F  INSURED  LONG-TERM 



452  9 

80 

No  load 

0.25 

1 1.3 

9  8 

6.2 

24  7 

VANGUARD  NY  INSURED  TAX-FREE 

AVG 

431  1 

76 

No  load 

0.29 

12,8 

9  8 

7.4 

6.3 

22.5 

VANGUARD  PA  T/F  INSURED  LONG-TERM 

AVG 

872  8 

54 

No  load 

0.26 

12.2 

9  9 

8.0 

6.3 

23.9 

VFNTIIPF  MIINI    /  +  ^  PI  IK 

97  9 

22 

5  00** 

2  4 1 1 

11.7 

8  4 

8.1 

19.1 

HZt 

VOYAGEUR  COLORADO  TAX-FREE 

104,9 

94 

3.90 

1.00 

10.6 

9,4 

6.0 

22.0 

VOYAGEUR  MN  TAX-FREE 

251.6 

27 

4  75 

0.86t 

10.9 

8,9 

7.6 

6  3 

18.0 

INTERNATIONAL 

ALLIANCE  MULTI-MARKET  STRATEGY  B 

864  2 

NA 

3  00** 

3.53t 

2  5§ 

1.4 

az 

ALLIANCE  SHORT-TERM  MULTI-MARKET  B 

3942  7 

77 

3.00** 

1.81T 

8.7 

8.8 

1.1 

ALLIANCE  WORLD  INCOME 

848.1 

112 

No  load 

l,85t 

5.4 

7  4 

0.5 

OIL 

BLANCHARD  SHORT-TERM  GLOBAL  INCOME 

1 170.5 

NA 

No  load 

0.97t 

4.4§ 

2  2 

CAPITAL  WORLD  BOND 

#■ 

94  0 

86 

4.75 

l,42t 

15.3 

10  4 

6.9 

8.7 

DEAN  WITTER  WORLD  WIDE  INCOME 

425.0 

-6 

5.00** 

l,76t 

1.1 

7,9 

4,5 

EATON  VANCE  SHORT-TERM  GLOBAL  INCOME 

662.1 

635 

3  00** 

2.20t 

8.3 

9.2 

2.5 

m 

FIDELITY  GLOBAL  BOND 

AVG 

184.0 

37 

No  load 

1,35 

12.8 

11.0 

11.1 

7.6 

5  5 

FIDELITY  SHORT-TERM  WORLD  INCOME 

207.5 

NA 

No  load 

1,00 

0.1§ 

1 .0 

□IE 

FREEDOM  GLOBAL  INCOME  B 

195  0 

9 

4  00** 

1  90t 

1  1.6 

9.8 

13.1 

8.4 

7.1 

FREEDOM  SHORT-TERM  WORLD  INCOME  B 

246.0 

NA 

3,00** 

1,78T 

7.3 

9  2 

1.4 

G.T.  GLOBAL  GOVERNMENT  INCOME 

433  2 

51 

4,75 

l,50t 

13.7 

1 1.2 

1 1.0 

5.9 

GOLDMAN  SACHS  GLOBAL  INCOME 

429  3 

NA 

3  00 

NAt 

3  3§ 

NA 

cn 

KEMPER  INVESTMENT  SHORT-TERM  GLOBAL 

203.4 

NA 

3  00** 

1.84t 

6.6§ 

0.5 

m: 

KEMPER  SHORT-TERM  GLOBAL  INCOME 

295.4 

998 

3.50 

1.31 

10.3 

10.3 

0.5 

en 

LORD  ABBETT  GLOBAL  INCOME 

101.0 

47 

4  75 

l,16t 

15.0 

12.8 

10.1 

7  8 

MERRILL  LYNCH  GLOBAL  BOND  B  |oo) 

380.7 

39 

4,00** 

1.81t 

15.0 

12.0 

12  5 

7.7 

13.9 

MERRILL  LYNCH  SHORT-TERM  GLOBAL  INC.  B 

5932  3 

2698 

3.00** 

1.50T 

6.1 

9.2 

15 

lh 

MFS  LIFETIME  INTERMEDIATE-INCOME 

208.3 

60 

6.00** 

2.28r 

1 1.7 

8  8 

5.7 

6.2 

LB 

MFS  WORLDWIDE  GOVERNMENTS 

270.7 

85 

4.75 

1.70T 

13.4 

12.8 

13.3 

5.8 

10.2 

PAINEWEBBER  GLOBAL  INCOME  B  (pp) 

AVG 

1667.9 

20 

5.00" 

1.94T 

10  7 

1  1.2 

7,9 

4.7 

ILK 

PAINEWEBBER  SHORT-TERM  GLOBAL  INCOME  B 

392.7 

NA 

3.00** 

1.96t 

3  3§ 

NA 

PILGRIM  SHORT-TERM  MULTI-MARKET  INC.  (qq) 

170.6 

23 

3.50 

1.51t 

1.4 

-8  8 

-5  4 

1  1,0 

0.9 

□J 

T.  ROWE  PRICE  INTERNATIONAL  BOND 

414.0 

-4 

No  load 

1.37 

17  7 

9.8 

10.8 

7,5 

7  3 

PUTNAM  GLOBAL  GOVERNMENTAL  INCOME 

376.7 

58 

4.75 

1.48r 

15.1 

13.0 

7,5 

10.0 

SCUDDER  INTERNATIONAL  BOND 

«  ♦ 

296.8 

56 

No  lood 

1.25 

22  2 

16.7 

8  1 

13  2 

SCUDDER  SHORT-TERM  GLOBAL  INCOME 

348.0 

NA 

No  lood 

1,00 

9.3§ 

1.5 

m 

SHEARSON  SHORT-TERM  GLOBAL  INCOME 

186.0 

86 

3.00** 

l,61t 

4,3 

8.4 

NA 

□n 

SHEARSON  SHORT-TERM  WORLD  INCOME 

369.2 

-19 

3  00 

1.25T 

4.8 

9.4 

NA 

SHEARSON  WORLDWIDE  PRIME  ASSETS 

590  9 

NA 

No  load 

1.69r 

3.1§ 

0,2 

m 

TEMPLETON  INCOME 

AVG 

1 44  6 

23 

4  50 

1  00 

14  9 

11.1 

9  8 

8  2 

5  6 

m 

VAN  ECK  WORLD  INCOME 

147.9 

140 

475 

1.61t 

19.6 

15.9 

12.0 

4  8 

VAN  KAMPEN  MERRITT  S/T  GLOBAL  INCOME  A 

125.1 

368 

3.00 

1.57t 

9.5 

9.9 

1 .6 

m 

CONVERTIBLE 

AMERICAN  CAPITAL  HARBOR  A 

385.1 

14 

5.75 

0.89T 

23.1 

13  6 

10.5 

6.2 

14.7 

DEAN  WIHER  CONVERTIBLE  SECURITIES 

290.0 

-20 

5.00** 

1.93T 

27.3 

8  3 

4  4 

5.5 

19  7 

BL 

DREYFUS  CONVERTIBLE  SECURITIES 

240.3 

22 

No  load 

1.07 

33.1 

8.4 

8.9 

3.6 

10.4 

s: 

riDELITY  CONVERTIBLE  SECURITIES 

133  4 

123 

No  load 

1.32 

38  7 

19.4 

4.6 

16  7 

m 

GABELLI  CONVERTIBLE  SECURITIES 

92.6 

13 

4.50 

1.49 

12  5 

6.4 

NA 

:;?D  ABBEH  BOND-DEBENTURE 

594.0 

24 

4.75 

0  80t 

38.4 

10  4 

9  3 

10  9 

15  2 

cl: 

iOENIX  CONVERTIBLE 

173  3 

15 

4.75 

1.14t 

12.8 

12.1 

10  2 

4.2 

16.5 

ML 

FJ-'URSNTIAL  INCOMEVERTIBLE  PLUS  B  (rr) 

401.0 

-5 

5.00** 

2,15t 

19,8 

10.9 

9.6 

6  2 

13  4 

WL 

PUTNAM  CONVERTIBLE  INCOME-GROWTH 

568.6 

2 

5  75 

1,15T 

294 

10.7 

7.5 

6.0 

17,2 

■L 

53?.?  CONVERTIBLE  SECURITIES 

29  6 

95 

No  lood 

1.39 

27,7 

13.0 

7.9 

NA 

SHEARSON  CONVERTIBLE 

61  6 

-15 

5.00** 

1.92t 

24  9 

7  8 

7  4 

5.0 

11.1 

a: 

VALwS  LS.SE  CONVERTIBLE 

38.1 

9 

No  load 

1,19 

28,7 

111 

8  4 

5.0 

16  9 

VANGt  ARC  CONVERTIBLE  SECURITIES 

60.4 

33 

No  load 

0.88 

34.3 

12.6 

8.1 

5.2 

16.0 

liclcdfe;  edempno"!  fee.  **lncludes  deferred  sates  charge.  1 1  2(b)- 1  plan  in  effect.  JNotcurrenriy  accepting  new  occounts  or  deposits.  §Newfund,  less  than  1  2  months'  total  return.  NA=  Not  ovailable.  NM  -  Notmeonii 
Fcrr  ler'y  Merrill  lynch  Retirement  Globot  Bond  B.  (pp)  Formerly  PaineWebber  Master  Globol  Income  Fund,  (qq)  Formerly  Pilgnm  Preferred  Stock  Fund,  (rr)  Formerly  Prudential-Bache  IncomeVenible  Plus  B, 
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MiiTiiAi  Fi  it\in  <;rn»FRl 


WHY  SEHLE  FOR  THE 
LOWEST  RATES  IN  20  YEARS? 


Adjustable  rate  mortgage  securities 


How  they  work 


Benefits  to  you 


T.  ROWE  PRICE  ADJUSTARLE  RATE  U.S.  GOVERNMENT  FUND 

With  short-term  rates  at  a  20-year  low,  many  mvestors  are  seeking  ways  to  get  higher  income 
without  taldng  on  too  much  risk.  This  new  Fund  offers  higher  income  with  protection  from  both 
credit  risk  and  interest  rate  risk. 
Adjustable  rates  add  income 
and  stability.  The  Fund  invests 
primarily  in  adjustable  rate  mort- 
gage securities  (ARMs).  These 
securities,  which  have  high  credit 
quality,  should  offer  higher  income 
because  ARM  rates  are  set  above 
short-term  indexes.  And  adjustable 
rates  make  the  securities'  price  less 
interest  rate  sensitive. 
Putting  risk  in  perspective.  This 
Fund  is  designed  for  investors  who 
want  higher  income  with  low  vol- 
atility. Its  yield  and  share  price  will 
vary  as  rates  changes. 
All  Fund  expenses  are  waived 
through  June  30, 1992,  and  will  be 
hmited  to  0.40%  through  June  1993. 
Without  this  fee  waiver,  the  Fund's 
current  yield  would  have  been  lower 
Before  you  invest,  read  our  free 

guide.  It  can  help  you  understand  the  Fund's  risks  and  rewards,  and,  with  the  prospectus,  help 
you  decide  if  this  Fund  is  right  for  you. 

100%  no  load.  Free  check  writing.  $2,500  minimum  ($1,000  for  IRAs). 

CALL  24  HOURS  FOR  CURRENT  YIELD  AND  A  FREE  GUIDE 


'  Higher  interest  rates 

ARM  rates  are  usually 
as  much  as  2%  higher 
than  a  short-term  bench- 
mark Uke  the  One- Year 
U.S.  Treasury  Index. 

'  Adjustable  rates 

ARM  rates  are  regularly 
reset  to  reflect  current 
interest  rates. 


•  U.S.  Government  or 
agency  backing 

Most  of  the  Fund's  securi- 
ties represent  mortgages 
backed  by  the  U.S.  Gov- 
ernment or  one  of  its 
agencies.  The  Fund  itself 
is  not  guaranteed. 


'  Higher  income 

You  should  enjoy  higher 
rates  than  short-term 
Treasuries  or  money 
markets  pay. 

•  Reduced  volatility 

ARM  securities  generally 
provide  greater  stabihty 
than  long-term  fixed- 
rate  securities. 

'  High  credit  safety 

The  Fund's  holdings  offer 
high  credit  quality. 


1-800-541-8312 


Invest  With  Confidence 

TRoweftice 


ARG014525 


2.0  /o  IS  the  total  return  for  three  months  since  inception,  9/30/91  to  12/31/91^  This  figure  is  not  annualized,  and  includes  changes  in  principal  value  and  reinvested  divi- 
dends Total  return  represents  past  performance.  Without  fee  waiver,  total  return  would  have  been  lower.  The  Fund's  investment  return  and  principal  value  will  vary,  and 
shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase  'Average  annualized  yield  for  the  30  days  ended  1/12/92  Request  a  prospectus  with  more 
complete  information,  including  management  fees  and  other  charges  and  expenses  Read  it  carefully  before  you  invest  or  send  money 
T  Rowe  Price  Investment  Services,  Inc ,  Distributor,  100  E  Pratt  St,,  Baltimore,  MD  21202 


FUND/FUND  GROUP 


TELEPHONE 


FUND/FUND  GROUP 


TELEPHONE 


TOLL  FREE 
(800) 


IN-STATE 


TOLL  FREE 
(8001 


AAL  Mutual  Funds 

553-6319 

Wl 

414-734-7633 

AARP  Investment  Program 

253-2277 

MA 

617-330-5400 

ABT  Family  of  Funds 

289-228 1 

FL 

407-655-7255 

Advantage  Government  Securities 

243-81  15 

MA 

617-742-9858 

Advest  Advantage  Group 

243-81  15 

MA 

617-742-9858 

AIM  Funds 

347-1919 

TX 

713-626-1919 

AMEV  Group 

800-2638 

MN 

612-738-4000 

Alliance  Capital  Group 

227-461  8 

NJ 

201-319-4000 

American  Capital  Group 

421-5666 

TX 

713-993-0500 

American  Funds  Group 

421-0180 

CA 

213-486-9200 

Aquila  Group 

228-4227 

NY 

212-697-6666 

Arch  Family  of  Funds 

44 1  -7379 

Use  ToH-Free  Number 

Atlas  Funds 

933-2852 

Use  Toll-Free  Number 

Bobson  Fund  Group 

422-2766 

MO 

816-471-5200 

Bartlett  Mutual  Funds 

800-4612 

OH 

513-621-4612 

Benham  Capital  Management  Group 

472-3389 

CA 

415-965-4274 

Bernstein,  Sanford  C.  Fund 

NY 

212-756-4097 

Blackstone  Govt.  Income 

225-1852 

Use  Toll-Free  Number 

Blanchard  Group 

922-7771 

NY 

212  779-7979 

Boston  Company  Group 

225-5267 

Use  Toil-Free  Number 

CIGNA  Family  of  Funds 

572-4462 

MA 

413-784-0100 

California  Tax-Exempt  Bonds 

See  National  Fund 

s 

California  Tax-Free  Income 

225-8778 

CA 

415-398-2727 

Calvert  Group 

368-2748 

MD 

301-951-4820 

Cardinal  Group 

848-7734 

OH 

614-464-6852 

Churchill  Tax-Free  Fund  of  Kentucky 

See  Aquila 

Group 

Citibank  IRA  Investment  Portfolios 

248-4472 

NY 

212-736-8990 

Colonial  Group 

248-2828 

MA 

617426-3750 

Columbia  Funds 

547-1707 

OR 

503-222-3606 

Common  Sense  Trust 

544-5445 

Use  Toll-Free  Number 

Compass  Capital  Group 

451-8371 

Use  Toll-Free  Number 

Composite  Group  of  Funds 

543-8072 

WA 

509-353-3400 

Comstock  Partners  Strategy 

645-6561 

NY 

718-895-1206 

DMC  Tax-Free  Income  Pennsylvania 

See  Delaware  Group 

Dean  Witter  Funds 

869-3863 

NY 

212-392-2550 

Delow/ore  Group 

523-4640 

PA 

215-988-1333 

Dodge  &  Cox  Group 

CA 

415-434-031  1 

Dreyfus  Group 

645-6561 

NY 

718-895-1206 

Dupree  Mutual  Funds 

866-0614 

KY 

606-254-7741 

Eaton  Vance  Group 

225-6265 

MA 

617-482-8260 

Federated  Tax-Free  Income 

356-2805 

PA 

412-288-1900 

Fidelity  Group 

544-8888 

MA 

617-523-1919 

Financial  Funds 

525-8085 

CO 

303-779-1233 

First  Investors  Group 

423-4026 

NY 

212-858-8000 

First  Trust  Funds 

848-8222 

CO 

303-671-3200 

Flag  Investors  Funds 

767-3524 

MD 

301-727-1700 

Flagship  Group 

227  4648 

OH 

513-461-0332 

Fortress  Investment  Funds 

245-5051 

PA 

412-288-1900 

Franklin  Group 

342-5236 

CA 

415-570-3000 

Freedom  Funds 

225-6258 

MA 

617-725-2300 

FundTrust  Group 

344-9033 

MA 

617-423-0800 

Fundamental  Group 

332-6864 

NY 

212-635-3000 

G.  T.  Global  Group 

824-1580 

CA 

415-392-6181 

GNA  Investors  Group 

426-5520 

WA 

206-625-1755 

GW  Sierra  Trust  Funds 

222-5852 

Use  Toil-Free  Number 

Gabelli  Funds 

422-3554 

NY 

914-921-5000 

Galaxy  Funds 

628-0414 

Use  Toil-Free  Number 

General  Municipal 

See  Dreyfus  Group 

Goldman  Sachs  Asset  Mgmt.  Group 

762-5035 

Use  Toll-Free  Number 

Government  Income  Securities 

245-5051 

PA 

412-288-1900 

Oradison  Group 

869-5999 

OH 

513-579-5700 

!-ancock,  John  Mutual  Funds 

225-5291 

MA 

617-375-1500 

'  t.-'.'.  oiian  Tax-Free 

228-4227 

NY 

212-697-6666 

•  "'  r;4mon  Funds 

338-4345 

Use  Toil-Free  Number 

-  :■    '■I  Investors  Govt.  Income 

821-5100 

NY 

212-353-5125 

lAi  i'tirtds 

927-3863 

MN 

612-376-2600 

iD5  Group 

328-8300 

MN 

612-671-3733 

?n*'frtr.iediafre  Bond  Fund  of  America 


See  American  Funds  Group 


.•^vsj'riifcr,*  Trust  of  Boston  Prem.  Inc. 

See  The  New 

/  England  Fund  Group 

Fur^is 

955-7175 

NY 

212-446-5606 

.anus  Coup 

525-8983 

CO 

303-333-3863 

621-1048 

IL 

312-781-1  121 

.Emp«t-  divestment  Portfolios  Group 

621-1048 

IL 

312-781-1  121 

flystone  Ar-verica  Family  of  Funds 

343-2898 

MA 

617-338-3400 

'-.eystorie  tvroup 

343-2898 

MA 

617-338-3400 

Legg  Mason  Family  of  Funds 
Lexington  Group 
Liberty  Advantage  Group 
Liberty  Family  of  Funds 
Limited-Term  Muni.  National 
Lord  Abbett  Family  of  Funds 
MFS  Family  of  Funds 
MFS  Lifetime  Group 
Mackenzie/Ivy  Group  of  Funds 
MainStay  Funds 
Merrill  Lynch  Group 
MetLife-Stote  Street  Group 
Monitor  Funds 
Mutual  of  Omaha  Group 
National  Funds 
Nationwide  Group 
Neuberger/Berman  Group 
The  New  England  Fund  Group 
New  York  Muni. 
Northeast  Investors  Group 
Nuveen  Group 
Oppenheimer  Funds 
Overland  Express  Funds 
Pacific  Horizon  Funds 
Pocifica  Funds 
PaineWebber  Funds 
Porkstone  Group 

Permanent  Portfolio  Family  of  Funds 

Phoenix  Funds 

Pilgrim  Group 

Pioneer  Group 

Portico  Funds 

Premier  Funds 

Price,  T.  Rowe  Funds 

Princor  Govt.  Sees.  Income 

Prudential  Mutual  Funds 

Putnam  Funds 

Quest  For  Value  Funds 

Ranieri  Adj.  Rate  U.S.  Govt.  Funds 

Rochester  Funds 

SAFECO  Mutual  Funds 

SBSF  Convertible  Securities 

Scudder  Funds 

Security  Group 

Seligmon  Group 

Shearson  Lehman  Brothers  Group 

Sit  "New  Beginning"  Group 

Smith  Barney  Funds 

SteinRoe  Mutual  Funds 

Strong  Funds 

SunAmerica  Funds 

Tax-Exempt  Bond  Fund  of  America 

Tax-Exempt  Fund  of  California 

Tax-Free  Fund  of  Colorado 

Tax-Free  Trust  of  Arizona 

Tax-Free  Trust  of  Oregon 

Templeton  Group 

Thomson  Fund  Group 

Tronsamerica  Funds 

Trinity  Funds 

Twentieth  Century  Investors  Group 

U.  S.  Government  Securities 

USAA  Group 

UST  Master  Funds 

United  Group 

Value  Line  Group 

Van  Eck  Funds 

Van  Kampen  Merritt  Family  of  Funds 

Vanguard  Group 

Venture  Funds 

Voyogeur  Funds 

WPG  Mutual  Funds 

Westcore  Group 

William  Blair  Mutual  Funds 


822-5544  MD  301-539-3400 

526-0057  NJ  201-845-7300 

872-5426  MA  617-722-6000 

245-5051  PA  412-288-1900 

847-  0200  NM  505-984-0200 
874-3733  NY  212-848-1800 
225-2606  MA  617-954-5000 
225-2606  MA  617-954-5000 
456-51  1  1  FL  407-393-8900 
522-4202  Use  Toll-Free  NumbeJ 

637-  3863  NJ  609-282-280q 
882-0052  MA  617-348-200C 
253-0412  OH  614-463-5580 
228-9596  NE  402-397-85551 
356-5535  CT  203-863-5600 

848-  0920  OH  614-249-7855; 
877-9700  NY  2 1  2-476-880Cj 
343-7104  MA  617-578-1400: 
225-6864  NY  212-608-686-1! 
225-6704  MA  6 1  7-523-358f! 
351-4100  IL  312-917-784^ 
525-7048  CO  303-67 1-320C 

552-  9612  AR  501-377-2565 
332-3863  Use  Toll-Free  Numbei 
662-8417  NY  2  1  2-309-840( 
647-1568  NJ  201-902-7341 
451-8377  OH  614-899-466J 
531-5142  TX  512-453-755f 
243-4361  CT  203-253-100( 

331-  1080  CA  213-551-083: 
225-6292  MA  617-742-782, 
228-1024  Wl  414-287-3801 
242-8671  NY  718-895-139< 

638-  5660  MD  301-547-2301 
247-4123  lA  515-247-683: 
225-1852  Use  Toll-Free  Numbe 
2251581  MA  617-292-100( 

232-  3863  NY  212-667-758 

MA  617-423-080t 

955-3863  NY  716-383-130 

426-6730  WA  206-545-553 

422-7273  NY  212-903-120 

225-2470  MA  617-439-4641 

888-2461  KS  913-295-312 

221-2450  NY  212-488-0201 

451-2010  NY  212-464-806 

332-  5580  MN  612-332-322 
544-7835  NY  212-698-534 
338-2550  IL  312-368-780' 
368-3863  Wl  414-359-140 
858-8850  NY  212-551-512 
See  American  Funds  Group 
See  American  Funds  Group 
See  Aquila  Group 
437-1020  NY  212-697-666 
437-1020  NY  212-697-666 
237-0738  FL  813-823-871 
628-1237  CT  203-352-490 
343-6840  TX  713-751-240 
456-7780  NY  716-262-408 
345-2021  MO  816-531-557 
See  American  Funds  Group 
531-8181  TX  512-498-650 

233-  1  136  MA  617-451-191 
366-5465  KS  913-236-200 
223-0818  NY  212-687-396 
221-2220  NY  212-687-52C 
225-2222  IL  708-684-60C 
662-7447  PA  21 5-669-1 OC 
279-0279  NM  505-983-433! 

553-  2143  MN  612-341-67  ' 
223-3332  NY  212-908-95£ 
666-0367  CO  303-623-25/ 
635-2886  IL  312-346-48;F 
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CLOSED-END  FUNDS: 
IS  THE  DOOR  SHUT? 


lany,  especially  bond  funds,  are  too  pricey  for  new  investors 


^^^ith  stocks  rising  to  all-time 
I^^V  highs  and  interest  rates  de- 
WwM  scending  into  Death  Valley, 
no  wonder  that  both  stock  and  bond 
sed-end  funds  are  on  a  tear.  Unlike 
tual  funds,  which  sell  shares  directly 
the  public,  closed-enders  trade  on  the 
:hanges  and  have  been  lifted  by  wide- 
ead  enthusiasm  for  growth  stocks 
I  hunger  for  yields.  Equity  closed-end 
ids  tracked  by  Morningstar  Inc. 
ned  in  a  407<  total  return  in  '91,  while 
ir  portfolios  matched  the  30. 4'-'  gain 
the  Standard  &  Poor's  500-stock  in- 
Bond-fund  shares  gained  22.5'a  as 
ir  portfolios  rose  18'a  vs.  the  16.1'^ 
n  in  the  Lehman  Brothers  Govt./ 
rp.  Index. 

iut  199rs  frolics  spell  trouble  for 
i2.  A  glance  at  BUSINESS  week's  annu- 
closed-end-fund  Scoreboard  that  fol- 
shows  that  closed-end  funds  are 
/■thing  but  a  bargain.  Among  the  60 
ge  closed-end  bond 
ids  on  the  Scoreboard, 
were  above  their  net 
et  values  at  yearend, 
ile  21  of  the  50  large 
lity  funds  on  the  Score- 
ird  were  at  or  above 
ir  N.Ws. 

E-BYE,  BONDS.  The  pre- 
um  preponderance  is 
1  news  for  investors 

0  want  to  latch  on  to 
'  closed-end  bandwag- 

Some  closed-end 
tchers  advise  against 
^'ing  the  funds  unless 
'y  are  at  a  substantial 
count.  That  would  ar- 
3  against  the  ferocious- 
marketed  bond  closed- 

1  funds  in  particular, 
cept  for  one  small  high- 
ild    bond    fund,  the 

Pacholder,  "I  can- 
;  think  of  any  bond 
ids  that  I  would  recom- 
nd  for  purchase  right 
V,"  says  Catherine  Gil- 
editor  of  Morningstar 
)sed-End  Funds. 
'he  Scoreboard  makes 
'bvious  why  bond  funds 
^e  been  so  popular  in 
ent  months.  Yields  of 


T/'  or  higher  are  commonplace,  with 
some  boasting  double-digit  yields.  But 
such  numbers  should  be  viewed  skepti- 
cally, because  they  often  stem  from  in- 
vestments in  junk  bonds,  which  per- 
formed well  last  year,  or  the  perilous 
use  of  leverage.  The  top  performer  was 
a  junk  fund  with  a  nearly  12'/'  yield,  the 
High  Income  Advantage  Trust  II  fund, 
which  realized  a  total  return  of  72.8'/^  on 
a  portfolio  gain  of  47.57'. 

Buying  into  leveraged  funds  will  pay 
off  if  rates  continue  on  a  downtrend,  but 
the  funds  will  be  hammered  if  rates  rise 
unexpectedly.  Funds  that  use  leverage 
are  mainly  municipal-bond  funds,  be- 
cause the  strategy  has  been  the  most 
profitable  there.  But  Gillis  prefers  the 
nonleveraged  Dreyfus  Strategic  Munici- 
pals fund — but  only  if  there  is  a  substan- 
tial decline  in  its  premium,  which  has 
been  in  the  67  range.  Its  share  price 
doesn't  fluctuate  much,  notes  Gillis. 


THE  LONG-TERM 
RESULTS  FOR  SOME  BIG 
CLOSED-END  FUNDS 


Fund 


Average  annual  return* 
Jan.  1,  1987,  to  Dec.  31,  1991 


EQUITY  FUNDS 


MEXICO  50.8% 

TAIWAN  27  2 

BERGSTROM  CAPITAl  26  3 

GENL  AMERICAN  INVESTORS  23  8 

ZWEIC  199 


S&P  500 

15.3% 

BOND  FUNDS 

FIRST  AUSTRALIA  PRIME 

21.2% 

GLOBAL  YIELD 

12.4 

INTERCAPITAL  INCOME  SECURITIES 

8.3 

AMERICAN  CAPITAL  BOND 

7.0 

MFS  MUNICIPAL  INCOME 

5.1 

LEHMAN  BROS.  GOVT./CORP.  BOND  INDEX   9  6% 
LEHMAN  BROS.  MUNICIPAL  BOND  INDEX      8  3% 

*Based  on  share  price,  including  reinvested  dividends  and  capital 
gains  DATA:  MORNINGSTAR  INC 


Even  funds  that  don't  rely  on  leverage 
can  wind  up  behind  the  eight  ball  if 
rates  rise.  The  American  Capital  Bond 
fund  gained  a  nifty  31.67  in  1991  be- 
cause of  the  rate  decline  and  a  well- 
timed  foray  into  junk.  However,  the 
fund's  five-year  record  was  pulled  down 
to  only  77  (table)  by  total  returns  of  less 
than  47  a  year  in*1987  and  1989,  when 
rates  climbed. 

CASHING  OUT.  Among  equity  closed-end 
funds,  the  big  gainers  latched  on  to  the 
biotechnology  boom  and  the  hottest 
overseas  stock  markets.  Among  the 
Scoreboard  funds,  the  Latin  American 
Investment  fund  was  the  biggest  gainer, 
with  a  172.67  total  return,  closely  fol- 
lowed by  the  Hambrecht  &  Quist 
Healthcare  Investors  fund,  with  a  gain 
of  143.67  on  a  portfolio  that  rose  947. 
Not  surprisingly,  that  fund  is  at  the  high 
end  of  its  premium  range,  which  has 
been  as  lofty  as  15'^  during  the  year. 
Such  funds  will  be  hard-pressed  to  turn 
in  a  repeat  performance  in  the  year 
ahead,  and  some  closed-end  fund  inves- 
tors are  cashing  them  in.  "With  the  mar- 
ket at  record  highs,  I've  been  more  ag- 
gressive in  taking  profits,"  says  Thomas 
J.  Herzfeld,  a  Florida  investment  adviser 
specializing  in  closed-end  funds. 

If  you  venture  into  closed-end  funds, 
fund  mavens  suggest,  turn  a  blind  eye 
to  high  yields,  and  avoid  199rs  winners 
and  bond  funds  trading  at 
a  premium  over  NAV  of  27 
or  more.  One  bond  fund 
that  tickles  the  fancy  of 
Steve  Samuels,  editor  of 
the  Deep  Discount  Digest 
newsletter,  is  the  Global 
Yield  fund,  which  at  year- 
end  was  trading  at  a  dis- 
count of  nearly  10'  '  below 
net  asset  value.  The  fund 
was  a  laggard  in  1991, 
largely  because  it  was 
forced  to  omit  its  fourth- 
quarter  dividend.  But  that 
was  because  of  currency- 
related  losses  rather  than 
a  stock-picking  goof.  Also, 
the  fund  plans  to  go  open- 
end  if  its  discount  remains 
steep.  If  that  happens, 
shareholders  will  convert 
their  stock  at  N.AV. 

Samuels  also  likes  muni 
funds.  "We  think  that  will 
be  the  next  area  of  oppor- 
tunity"— once  their  prices 
fall  into  line  with  NAV. 
Premiums  are  like  a  flash- 
ing red  traffic  light— ig- 
nored at  your  own  risk. 

By  Gary  Weiss,  icith 
Suzanne  Woolley,  in  New 
York 


M  FUND  SCOREBOARD 
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ADAMS  EXPRESS 
ALLIANCE  GLOBAL  ENVIRONMENT 
ALLMON  TRUST 
ASA  LIMITED 
ASIA  PACIFIC 


Growth 
Growth 
Growth 

Precious  metals 
International 


661.9 
92.2 
125.3 
404.4 
107.6 


0.58 
1.49 
1.31 
0.66 
2.44 


313 
5.6 
119 
-4.2 
23.3 


40.8 
7.5 
3.9 
6.7 
52.7 


2  7 
1.6 
4.4 
4.2 
1.0 


I] 


19^/8  -  15 

1  25'8  -  1  O^U 
103-8  -  93/4 

52 ''2  -417/8 
1 3^  8  -  1  2 


19 

1  1  5/8 

10 

46^/8 

123/4 


-3.5  --14.5 
-10.6--18.7 
1.1  -  -8.6 
14.6 --2.6 
4.2  --10. 1 


BAKER  FENTRESS 
BERGSTROM  CAPITAL 
BRAZIL 

CENTRAL  SECURITIES 
CHILE 


Growth 

Growth 

International 

Growth 

International 


4174  0.93  27.0  34  0 
120.9  0.88  74.4  107.4 
166.6       2.15      131.2  122.6 


131.6 
164  0 


0.96 
1.77 


26.3 
95.1 


28  9 
73.6 


3.1 
0.9 
0.0 
1.5 
1.4 


M  18-15^8 

El  1225/8- 64  V4 

n  1 7'/8  -  8^/8 

□  9V2-8V4 

323/4  -  1  6^/8 


17V8 
1225/8 
143/4 
91/4 
23'/8 


-14.4--18.7  -18.( 

16.9-3.4  16.; 

31.1  •  -7.1  6.1 

-17.2-21.4  -20.: 

-0.9-21.4  -21. 


DUFF  &  PHELPS  UTILITIES  INCOME  Utilities  1863.4  1.17  25  6  24  6  7  7  \<y,lMmi 

EMERGING  GERMANY  International  127.3  1.70  -0.3  4.8  3.0  i   I  U 

EMERGING  MEXICO  International  92.1  2.22  86.4  130.8  1.6  I   1  MB 

EUROPE  FUND                            '■  Intemationol  105.1  1.00  -0.7  9.5  3.1  I    I  U 

FIRST  PHILLIPINE  International  102.7  1.95  26.1  35.9  2.2  i   M  i 


1 0  -  83/4  1  0 

8'-4  -  73/8  73/4 

1 83/4  .9  18 

123/8-  10'  2  11'  2 


-7.6 
0.0 
-8.7 


83  4  -  73  i 


8^8  -16.2 


4  -  3.2 
-17.3 
-19.6 
-14.6 
-27.5 


FRANCE  GROWTH 
FUTURE  GERMANY 
G.T.  GREATER  EUROPE 
GABELLI  EQUITY 
GEMINI  II  CAPITAL 


International 

International 

International 

Growth 

Growth 


123  8  1.95 

180.7  129 

181.2  1.87 

595.1  1.20 

186  0  0.00 


5.0 
3.4 
1.3 
13.7 
50.6 


5  9 

12.3 
6.6 
9.7 

42.0 


2.7 
0.0 
1.2 
6.0 
0.0 


93/8- 7 '/2  8'/e  -15.0 

13'/2-11V2  123/4  -7.6 

103/4- 9  V8  9V2  -6.7 

1l3'4-93/4  IOV4  1.4 

13^/8-105/8  13'/4  -15.3 


-21.7 
-16.3 
-17.1 
-12.4 
-23.2 


GEMINI  II  INCOME 

GENERAL  AMERICAN  INVESTORS 

GERMANY 

GROWTH  FUND  OF  SPAIN 
H&Q  HEALTHCARE  INVESTORS 


Income  109.1  NA  23.7  37.0  12.1 

Growth  587.2  107  61  1  85  0  0.3 

International  146.7  1.58  1.4  11,6  0.0 

International  203.9  1.38  16.1  17.2  1.6 

Healthcare  127.0  1.73  94.2  143.6  0.2 


Ha 


135/8  -  12 
29-19 

D  13'  8  •  10^  8 
U  1  1  -  8^/8 

□  253/- 


12 


135/8 
29 
12 
93/8 
2534 


39.9-26.4  36. 

-5.2- -15.6  -5. 

14.7-4.7  9. 

-6.1  -  -19.9  -19. 

15.0--10.7  12. 


KOREA 

LATIN  AMERICA  INVESTMENT 
LIBERTY  ALL-STAR  EQUITY 
MALAYSIA 
MEXICO 


International 

Intemationol 

Growth 

Internotional 

International 


235  9  1.50 

104  0  2  21 

601.3  1  19 

97.1  1.93 

495.7  125 


-2.1 
1  12.3 
39  3 
8.2 
72  6 


4.0 
172.6 
53.9 

3  9 
80.8 


0.4 
3  7 

9.5 
0.6 
0.4 


173/8  -  12'./4 
3 1  '8  ■  1  2 

1  03  -4  .  8 
1  45  8  .  1  1  '  4 

26' 8  -  14 


1  25/8 

26'/2 

103/4 

1  1  3,  4 

22'4 


54.9  -  19.7 
1  1.2  --18. 1 


-3.0 
4.8 
6.9 


-14.6 
-13.2 
-18.2 


NEW  GERMANY  Internotional  349  7  121  -0  4  -3  8  0.0 

NIAGARA  SHARE  Growth  215.8  122  20  1  35  6  2.2 

PETROLEUM  &  RESOURCES  Natural  resources  314.0  0.29  6.5  12.3  3.4 

PILGRIM  REGIONAL  BANK  SHARES  Financial  101.1  140  49  5  47  5  2  7 

QUEST  FOR  VALUE  CAPITAL  Growth  406.8  0.00  37.7  47.1  0.0 


Hal 


12'/8  -  93/4 

15'  2-  12'/4 

283  8  -  25 '/2 

10-75  8 
175  8  -  12'  2 


103/4 
145/e 

26 

9' 2 
1  75  8 


-6.9 
-4.4 

-1.8 
1.0 


-17.3 
-16.6 

-1  1.6 
-  -8.9 


-22.0  -  -29.9 


QUEST  FOR  VALUE  INCOME 
R.  O.  C.  TAIWAN  FUND 
ROYCE  VALUE  TRUST 
SALOMON  BROTHERS 
SCUDDER  NEW  ASIA 


Income  208.9  0.80  11.2  15.5  10.6  i  i  I   i  133-4-  13' a  133/8  18.6-13.1 

International  244.2  2.09  12.3  47  2  0  0  MM  103/e-8  IOV4  7.6  - -20.6 

Smallcompany  154.7  0.90  38.8  35.6  1.6  i   M   I  103/4  -  83/4  103/8  1.4  --1  1.7 

Growth  1115.2  0.43  32.7  42.5  3.1  i   M   I  13^/8- 11'/2  13^/8  -10.2- -17.5 

International  105.5  1.79  12.4  27.6  0.6  163/8- 13'/8  15Ve  6.8- -11.4 


SCUDDER  NEW  EUROPE 
SOURCE  CAPITAL 
SPAIN 

SWISS  HELVETIA 
TAIWAN 


International 

Growth/income 

International 

International 

International 


161.3 
317,7 
1  19.8 
1  10,5 
167.9 


1.85 
0.99 
1.98 
1.77 
2.1 1 


3  2 
22.0 
16.5 

5.0 
26.6 


6.7 
32.4 
26  0 
1  1.8 
20.1 


8.5 
5.6 
1.4 
0.2 
0.0 


95/8  -  8'/8 
44 '/4  -  39'.  4 

16^/8  -  103/4 
1  3^/8  •  1  1  '/8 

25-21 3,^ 


8'/2 

44 '^1 
13 

13'/4 
245/8 


-11.1-19.2 
9.1  -2.1 
37.4  --3.4 
6.9  -  -10.3 
36  8  -  2.3  17 


TEMPLETON  EMERGING  MARKETS 
THAI 

TRI-CONTINENTAL 
ZWEIG 

ZWEIG  TOTAL  RETURN 


International 
International 
Growth 
Growth 

Growth/income 


198.6 
151,3 
1871  3 
526  2 
648.1 


1.91 
1.84 
0.67 
1.28 
1.11 


68.7 

20.5 
28.2 
30.1 
19.8 


105.3 
8.5 
42.6 
35  9 
32.0 


0.3 
1,3 
2  6 
1,7 
2.2 


22' 4  - 133/4 

20-  15'/s 
273/4  -  21^/8 

133/4-  113/8 

105  8  -  9' a 


22'/4 
16V8 
273/4 
133/4 

105/8 


31.3  --0. 2 
22.4  -  0.6 
-1.5-14.5 
13.3  -  3.4 
11.1  -1.0 


'-  Not  avoiloble.  NM  =  Not  meaningful 


See  page  93  for  an  explanation  of  terms  not  defined  below 
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TO  USE  THIS  TABIE 


n 


L.. 


:  :d  funds  are  publicly  troded  companies 
o  portfolio  of  investment  securities.  Tfie 
f'jnd's  shares  depends  on  two  vari- 
-  underlying  value  of  its  portfolio  of  se- 
;v.-!  the  level  of  demand  for  the  fund's 
..■cr-;e  of  the  column  headings  in  this 
i-ve  rsf'ei;'  f-'e  special  characteristics  of  closed- 
•^d  f.;  ^ds 


C^cseo 
■.a<  ov 
•rica  o 
ibles: . 
LTitie; 


NET  ASSET  VALUE 

The  market  value  of  a  closed-end  fund's  assets  ex- 
pressed in  per-share  terms  is  called  net  asset  val- 
ue, abbreviated  NAV  in  the  column  headings. 
1991  RESULTS 

The  first  column  is  the  total  return  that  a  fund  earned 
on  it5  invested  assets  or  NAV.  The  second  column 
is  the  total  return  that  an  investor  would  have 
earned  by  owning  the  fund's  shares. 


TREND 

The  amount  of  color  in  each  box  indicates  p 
formance  of  the  fund's  shares  relative  to  those 
all  other  funds. 
1991  SHARE  DATA 
The  final  column  shows  the  relationship  betwel 
a  fund's  share  price  and  NAV.  Shares  in  a  clo£i! 
end  fund  usually  trade  for  less  than  the  NAV  of  | 
fund's  portfolio.  The  median  discount  is  4.3%  I 
stock  funds  and  a  4.3%  premium  for  bond  fun<l 
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MUTUAL  FUND  SCOREB<|, 


fyoT/    ~   ~   „    z::^:.   


/  —  —  —  — — — ■■                  —    —  

OBJECTIVE 

SIZE 

FEES 

1991 

RESULTS 

PORTFOLIO 

TREND 

1991  SHARE  DATA 

ASSETS 

EXPENSE 

TOTAL  RET  (%) 

YIELD 

MATLIRITY 

3  YEAR 

PRICE 

DIFFERENCE  FROM  NAV 

/ 

S  MIL. 

RATIO  (%| 

NAV 

SHARES 

(YEARS) 

ANALYSIS 

HIGHLOW 

12/31 

HIGH-LOW 

12/31 

M  GOVERNMENT  INCOME 

Government 

511. 2 

2.02 

18,0 

19.2 

11,1 

1  4,4 

■H 

1  1  V2  -  1  0  /4 

lit, 

1  1  V4 

1  4.0 

-  4,4 

5.7 

M  GOVERNMENT  SECURITIES 

GovGrnmsnt 

710.3 

1 .92 

17,9 

215 

1  1 ,7 

14,1 

1  0^8  -  1  0  '/4 

10^/4 

8.5 

-  1 ,3 

1 .4 

M  GOVERNMENT  SPEORUM 

Government 

290.0 

1.40 

17,7 

204 

1  1 ,3 

12.2 

I^H 

9'/4  -  8V8 

9 

7.5  - 

-2  2 

-2.2 

M  MANAGED  INCOME 

Government 

254.7 

1.10 

24  8 

29  7 

1  1,7 

9.5 

9  ■  7^4 

9 

2  5  - 

-3,7 

2.2 

LSTATE  MUNICIPAL  INCOME  II 

Municipal 

296.6 

0.87 

13.5 

16.2 

6.7 

NA 

10 '/8  ■  9'/2 

10 

1.3  - 

-4.5 

-3.3 

LSTATE  MUNICIPAL  INCOME 

Municipal 

350.0 

0.75 

1  1.8 

19.8 

6.6 

23.8 

1  0'/'8  -  1  0 

1 0''/a 

3.0  - 

-2.2 

3.0 

AERICAN  ADJUSTABLE  RATE  1996 

Government 

260.1 

3  02 

10.7 

9.1 

8  8 

19.4 

1  1  -1  1 

lOVa  .  10 '  /a 

10 '-8 

7. 1 

-  4,2 

4.8 

AERICAN  CAPITAL  BOND  FUND 

Corporate 

218.2 

0.71 

17.0 

31.6 

8  7 

18  7 

LMiJ 

20 ','8  -  1  7 

20'  a 

1 .2  - 

-9, 1 

12 

AERICAN  GOVERNMENT  INCOME  PORT. 

Government 

243.0 

2.76 

28.4 

22.8 

9.5 

17.7 

WW\ 

105'8 .  9'  4 

105  8 

4.6 

-  0,0 

2.4 

AERICAN  OPPORTUNITY  INCOME 

Government 

221.7 

3.35 

25.5 

25.2 

9.8 

25.5 

1  liaM 

10^/4  ■  9^/4 

1  0^/4 

5.8  - 

-1,3 

2.1 

EX  MUNICIPAL  FUND 

M  unicipol 

204.9 

0.84 

4.2 

9,9 

8. 1 

24.0 

1  M  1 

11-^/4-  11  -^/S 

111/., 
1  1  '2 

7. 1 

-  4  4 

7.1 

ACKSTONE  INCOME 

Govern  ment 

605, 1 

1.10 

25  5 

32.0 

9.7 

17.9 

1  0^/8  -  8^/8 

105/a 

10.7 

-  2.0 

8.9 

ACKSTONE  TARGET  TERM 

Government 

1006,0 

0.93 

217 

17.6 

8.7 

15  6 

lO-Va  ■  10 '/8 

lO-Va 

9.2 

-  2.5 

3  2 

LONIAL  HIGH-INCOME  MUNI. 

Municipal 

273.2 

0.96 

7  7 

5,7 

8  8 

24.2 

MM 

9'/4  •  8^/8 

8  5.  8 

3.7  - 

-3.2 

-3.2 

LONIAL  MUNICIPAL  INCOME 

Municipal 

216.4 

0,87 

5,4 

7,1 

9,3 

23  9 

!  M  1 

8^-4  ■  75'8 

75-8 

7.0  - 

-5,3 

-5.3 

AN  WITTER  GOVT.  INCOME 

Government 

566.7 

0.75 

12,8 

17,0 

8.7 

10.9 

n~T  1 

9'  2  .  9 ''8 

y  /  2 

-1.3- 

-5.8 

-3.1 

EYFUS  STRATEGIC  MUNICIPALS 

unici  pol 

518.5 

0  88 

1 1,4 

16,2 

7.1 

23.1 

[III 

10' '8  -  10'/2 

1  05/8 

9.3 

-  5.4 

5.7 

EYFUS  STRATEGIC  M'JNI.  BOND 

Municipol 

413.5 

0  86 

10,9 

13.5 

7.3 

24.8 

rm 

9 '/a  •  9'/2 

9V4 

4. 1 

-  0.0 

0.5 

ST  AUSTRALIA  PRIME  INCOME 

International 

966.3 

2  54 

26.7 

37.7 

10.1 

6.2 

Ml 

1  1  '/8  ■  9^/8 

1 1  '/a 

1)0- 

-9.0 

-1.0 

ANKLIN  UNIVERSAL 

Corporate 

285.4 

4.34 

53.2 

59.4 

12.6 

8.2 

7^/4  -  55/8 

7V2 

-1.3  ■ 

-6.6 

-6.0 

OBAL  GOVERNMENT  PLUS 

1  nternationol 

377.8 

1 ,43 

10.7 

17.5 

8  8 

1 0.9 

1  1  1  1 

7'' a  -  7'/4 

0.0  - 

-8.9 

-6  4 

OBAL  INCOME  PLUS 

1  nternotional 

250.7 

1,13 

13.2 

17.7 

9.5 

7.1 

1  1  1  1 

IOV4  -  9Va 

10 '/4 

4.3  - 

-3.7 

4.3 

OBAL  YIELD 

International 

593.4 

1  05 

8,5 

9.6 

6,9 

4,0 

rm 

8^-4  -  7'-8 

8  '  .  '8 

-0.4  - 

-9,6 

-9.6 

SH-INCOME  ADVANTAGE  II 

Corporate 

209.4 

1,09 

47,5 

72.8 

1 1 ,9 

9,4 

MM 

5 '-'2  -  Z^U 

5  '-4 

-7, 1  -  - 

1  7,0 

-8.1 

PERION  TOTAL  RETURN 

Government 

278.5 

1.10 

18.2 

25.6 

1 1,0 

6  4 

Ml 

1 1 3 '4  -  1  OVa 

1  P/8 

2.2  - 

-2,3 

0.2 

TERCAPITAL  INCOME 

Co  rporote 

222.2 

0.00 

20.2 

35.5 

9.4 

NA 

1  1  1  1 

2  1  '/8  -  1  7-'/8 

2  1  '/a 

1  6.0 

-  2,0 

16.0 

MPER  INTERMEDIATE  GOVERNMENT 

306.9 

0,93 

15.1 

10.3 

9.7 

8.0 

1  1  1  1 

95/8  -  9 

9 

8,0  - 

-1,5 

-1.5 

MPER  MUNICIPAL  INCOME 

Municipal 

659.4 

0.73 

16,1 

18  5 

7.0 

25.6 

rnn 

1  2^8  -  1 1  V2 

I  2^8 

4.3 

-  1 .2 

2.3 

S  CHARTER  INCOME 

Corporate 

934  5 

1.03 

24.9 

33.1 

10.9 

10,1 

II  1  1 

lO^ys  ■  9V8 

10^/8 

3.4  - 

-9.5 

-3.1 

S  GOVT.  MARKETS  INCOME 

Government 

803.1 

1.07 

13.6 

15.5 

9.3 

14.8 

MM 

8V4  -  7'/2 

7^/8 

7.2  - 

-6.1 

-4.5 

S  INTERMEDIATE  INCOME 

Government 

1681.8 

1 .02 

13,1 

16.9 

9.0 

6,5 

rri  i 

8  '/4  -  7  V2 

-17  /.^ 
/  V8 

-0.8  - 

-7.6 

-6.6 

S  MULTIMARKET  INCOME 

Corporate 

987.2 

1 .37 

23.4 

26,7 

10,3 

19,3 

8^/8  •  7^8 

7'/2 

9.5  - 

-7  1 

-7.1 

S  MUNICIPAL  INCOME 

Municipal 

326.5 

1.30 

8.5 

16  6 

8  2 

21.3 

^jj 

9^8  -  8 '/a 

8'/8 

5  5  - 

-0.9 

-0  9 

JNIENHANCED 

Municipal 

487  2 

0,70 

16.0 

29  3 

6,4 

23.7 

1 2'/a  •  1  1  Va 

1  2^/8 

6.8  - 

- 1 .0 

6  8 

JNIVEST 

Municipal 

855,6 

0,66 

15.2 

25.7 

6,8 

21.2 

1 0^/4  -  9  V2 

10V4 

7.9  - 

-0  7 

7.9 

(VEEN  CA  INVESTMENT  QUALITY 

unicipal 

278  9 

0.76 

12.4 

9.0 

6, 1 

23.3 

1  1  U 

1 55/8  -  1 5 

1  5'/4 

7.6 

-  2  6 

2.6 

IVEEN  CA  PERFORMANCE  PLUS 

272. 1 

0.77 

14.0 

10.8 

6,6 

25,1 

LUJ 

I5V4  -  ISVa 

15V8 

7.2 

-  2.2 

2.2 

)VEEN  INSURED  QUALITY 

Municipal 

809.4 

0.75 

13.6 

1  1.2 

5,4 

25,1 

UiJ 

1 5'78  -  1 4''/8 

1  5 '','8 

8. 1 

-  4.4 

5.5 

)VEEN  INVESTMENT  QUALITY 

Municipal 

777.0 

0.74 

15.9 

16.7 

6,9 

24,3 

1  1  u 

16'/3  -  1  4^4 

1  6 '/a 

6.6 

-  2.4 

5.3 

(VEEN  MUNICIPAL  ADVANTAGE 

Municipal 

916.2 

0.74 

15.7 

19.0 

6.9 

24.0 

1  1  u 

16-1 4^/8 

1  6 

6.1 

-  4.1 

6.0 

IVEEN  MUNICIPAL  MARKET  OPPOR. 

Municipal 

967.2 

0,74 

16,1 

19,0 

6.9 

25.4 

1  1  u 

16-15 

1 6 

5.5 

-  3.5 

4.4 

IVEEN  MUNICIPAL  VALUE 

unicipal 

1 701 .7 

0,85 

1  1,6 

15  5 

6.5 

23  2 

bUJ 

1 1  -  10' 4 

1  1 

5.4 

-  0.7 

5.0 

(VEEN  NY  INVESTMENT  QUALITY 

Municipal 

372.1 

0,78 

14,7 

13,6 

5.9 

27  4 

L1_U 

16-15 

16 

9.3 

-  3.5 

5  3 

(VEEN  PERFORMANCE  PLUS 

Municipal 

1244,6 

0.75 

16.0 

18.2 

6,8 

24.5 

LUJ 

15'/8  -  14 ''4 

1 5  '/a 

3.5 

-  1 .5 

1.5 

(VEEN  PREMIUM  INCOME 

Municipal 

1  161,4 

0.65 

15.0 

19.9 

6  6 

21  9 

■^U 

1 6''/8  -  1 5 

1  6''8 

7.3 

-  0  8 

7.3 

■PENHEIMER  MULTISECTOR  INCOME 

corporate 

303,8 

1.22 

19.8 

29.5 

10,6 

1 0,8 

LUi 

1  1  V8  -  y  /4 

1  1 

7.2-  - 

1 0  4 

2.7 

TRIOT  PREMIUM  DIVIDEND  1 

Corporate 

214.7 

1 .48 

31.2 

35.4 

9.3 

NA 

HLM 

95/8  -  8  V4 

93/8 

0.9  - 

-7  5 

-7.5 

TRIOT  PREMIUM  DIVIDEND  II 

Corporate 

285.5 

1.38 

34.0 

46.8 

7.7 

NA 

LLM 

115/8-9  V4 

1  1  5/8 

-2  8  - 

-7  7 

-5.9 

TRIOT  SELEa  DIVIDEND 

Corporate 

230.0 

1  39 

30.9 

39.9 

10.7 

NA 

1  1  M 

1 6V4  -  1 4 

1  6^/4 

6.5  - 

-3.4 

1.1 

TNAM  HIGH-YIELD  MUNICIPAL 

Municipal 

229.3 

0.90 

10.6 

29.2 

8.3 

23  6 

UJJ 

9V4  -  8  5/  8 

9V4 

9.3  - 

-3.2 

7.9 

TNAM  INTERMEDIATE  GOVT.  INCOME 

Government 

604.3 

1 ,00 

15.1 

13.2 

/  ,o 

7,4 

ygj 

y  /a  -  0  /8 

9V4 

4  2 

_2  6 

-2.6 

TNAM  INVESTMENT  GRADE  MUNI. 

Municipol 

369  1 

1  46 

16.7 

22.9 

7.1 

24,0 

LLU 

I2V2  -  1  P/a 

1  2'/2 

6  4 

3  2 

5.8 

TNAM  MANAGED  MUNI.  INCOME 

Municipal 

588.7 

0  78 

15.2 

20.4 

7,5 

24,5 

LUJ 

lOVa  •  9'/2 

I  0'/8 

6  2 

3  3 

5.4 

TNAM  MASTER  INCOME 

Corporate 

480.4 

0  88 

24  9 

27.5 

10  0 

7,7 

^JM 

83/8  .  7I/4 

8 ''4 

-4.1-  - 

1  1.5 

-8.6 

TNA.'^  MASTER  INTERMEDIATE 

Corporate 

326.8 

0,96 

23.3 

28.6 

9  9 

6.4 

LUii 

8  -  6''/e 

7Vi. 

-3.3-  - 

1  1.2 

-7.6 

TNAM  PREMIER  INCOME 

Corporote 

1 1 81 .5 

0,89 

19.6 

22.2 

9  7 

8  6 

73/4 .  7  i/j 

7V4 

-1.9- 

-8.9 

-8.1 

IGMAN  SELEa  MUNICIPAL 

Municipol 

228.5 

0,90 

15.2 

17,0 

6.9 

26.8 

LUJ 

1  2^/8  -115/8 

12'/4 

5.7 

-  1.6 

2.5 

APLETON  GLOBAL  INCOME 

Internafionoi 

1041.7 

0,82 

14.8 

18.9 

9.6 

9.4 

1  M  1 

8^-8  ■  8 

8^/8 

1.7- 

-5.4 

0.1 

ER  CABOT  MORTGAGE  SECURITIES 

Government 

334.0 

1,13 

16.6 

21.5 

10,4 

18,1 

Mil 

12Va  -  1  1 1/4 

12 '/a 

5.1  - 

-1.0 

4.9 

N  KAMPEN  MERRin  MUNI.  INCOME 

Municipal 

439.2 

1,46 

15.1 

20.8 

7,1 

24,6 

MM 

10^/4  -  95/8 

10^/4 

5.1 

-  0.2 

5.0 

-  Nol  available.  NM  =  Not  meaningful 


See  page  106  for  an  explanation  on  how  to  use  this  table  DATA  MORNINGSTAR  iNC 
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Investing' 


TAKING  YOUR  PORTFOLIO 
ON  THE  GRAND  TOUR 


From  his  ITth-floor  office, 
a  few  bioclvs  off  Bos- 
ton's Post  Office  Square, 
Gary  Bergstrom  enjoys  a 
view  of  the  neoclassical  Cus- 
tom House  Tower  standing 
watch  over  the  bustling  har- 
bor. It's  only  fitting  that  the 
avuncular  MlT-math-whiz-tui'n- 
ed-money-manager  should 
have  chosen  such  a  spot. 
Bergstrom,  50,  is  a  dyed- 
in-the-wool  globalist. 

President  of  Acadian  Asset 
Management,  responsible  for 
Sl.H  billion.  Bergstrom  has  ar- 
gued for  nearly  two  decades 
that  by  not  putting  your  mon- 
ey to  work  in  the  global  stock 
market,  you're  missing  out  on 
a  lot  of  good  bets.  Right  now. 
that  means  midsize  growth  is- 
sues. So  he's  moving  some  of 
'.lie  cash  he  handles  for  Bell 
.Atlantic,  Southern  California 
K'lison,  and  other  clients  into 
i'''i'-ain's  Lex  Service,  a  S2.T 
';;on-a-year  auto  distributor 
-i:  t  currently  sports  an  invit- 
yield. 

^NTRY.  With  the  U.  S. 
,\  becoming  increasing- 
'd  to  world  markets, 
:.ig  number  of  invest- 
ros  are  coming  to 
."gstrom's  point  of 
•   1991.  a  bevv  of 


bourses  outdistanced  the  21'/' 
gain  in  the  Standard  &  Poor's 
500-stock  index,  with  the 
Hong  Kong  market  up  47'  '< 
and  Buenos  Aires'  red-hot 
bolsa  up  a  staggering  408' ' . 
Higher  yields  in  many  other 
markets  helped  bring  in  hefty 
returns,  too. 

Not  too  long  ago.  only  a 
Bell  or  an  Edison  could  have 
taken  full  advantage  of  such 
opportunities.  But  a  wave  of 
liberalization  sweeping  the 
world's  bourses  is  now  afford- 
ing individuals  easier  entry  to 
the  game.  In  the  past  few 
years,  scores  of  international 
stock  and  bond  mutual  funds 
have  appeared  in  the  U.  S. 


alongside  such  pioneers  as  the 
Templeton  Growth  Fund.  And 
hundreds  of  companies  from 
Australia  to  Sweden  have  list- 
ed shares  in  the  U.  S.,  usually 
in  the  form  of  American  De- 
positary Receipts  lADRsi,  cer- 
tificates representing  owner- 
shij)  of  shares  issued  abroad. 
STAGGERED  BEARS.  A  few 
.\I)l;s  have  become  stellar  per- 
formers: British  drugmaker 
Glaxo  Holdings,  for  instance, 
has  rocketed  nearly  50''  in 
the  past  year  alone.  But  if 
ADRs  don't  offer  enough  ex- 
citement, you  can  deal  with  a 
growing  coq^s  of  stockbro- 
kers who  specialize  in  trading 
on  overseas  bourses.  "Some 


WHY  THE  PROS  ARE  LOOKING  ABROAD 

CHEAPER 


YIELDS  ON 
THREE-MONTH 
CERTIFICATES  OF 
DEPOSIT 


people  want  the  really  exo 
ic,"  says  Janine  Lee  Craane, 
Merrill  Lynch  broker  in  Ne 
York. 

Even  if  you  stick  to  sue 
blue  chips  as  Royal  Dutch /P 
troleum  or  Unilever,  investir 
only  10'  '  to  15'  '  of  your  por 
folio  abroad  may  provide  yc 
with  a  fair  degree  of  prote 
tion  if  Wall  Street's  currei 
boom  fades.  Gunter  Ecklel 
of  pension  consultant  Frar 
Russell  Co.  reasons  tha 
while  global  markets  som 
times  move  together  for 
few  days  or  weeks,  as  th( 
did  after  the  1987  crash,  th< 
don't  march  in  lockstep  ov 
the  long  haul.  Money  mana 
er  John  Templeton  s  expe 
ence  illustrates  that  princip^ 
About  40';  of  his  $3.1  billi( 
Growth  Fund  is  now  invest' 
in  Germany,  New  Zealar 
and  other  countries.  Over  t 
past  37  years,  such  a  mix 
U.  S.  and  foreign  equities  h 
produced  a  14.5''  annual  i 
tui'ii.  vs.  ir;  for  the  Si 
"Bear  markets  occur  evei 
where,"  says  Templeton,  "b 
not  at  the  same  time." 

Be  prepared  for  surpris 
from  the  currency  market 
you  decide  to  go  global.  A  ri 
in  the  value  of  the  dollar  cl 
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ish  the  value  of  foreign 
ildings.  But  with  Japan  now 
pning  $100  bii'ion  balance- 
-payments  surpluses  and 
ith  Europe  preparing  to 
unch  a  single  currency, 
any  foreign-exchange  ex- 
irts  expect  the  greenback  to 
ntinue  its  long  slide. 
G  PLUNGE.  That  alone 
ight  be  a  good  enough 
ason  for  looking 
>road.  But  you  should 
;t  a  feel  for  the  bourses 
•St.  Study  the  currency 
id  foreign-stock-market 
lotations  appearing  dai- 
in  the  business  press, 
nd  peruse  quarterly  re- 
)rts  from  international 
utual  funds  such  as 
errill  Lynch  Global  Al- 
cation.  It  combines  a 
ide  range  of  U.  S.  is- 
les with  such  foreign 
cks  as  Switzerland's 
estle.  In  fact,  most 
•OS  urge  anyone  plan- 
ng  to  invest  less  than 
:5,000  abroad  to  stick  to 
inds.  That's  because 
'erseas  trading  commis- 
ons  can  run  as  high  as 
)%  of  small  orders.  Money 
anager  Bergstrom,  for  in- 
ance,  likes  the  Ivy  Interna- 
jnal  Fund  for  his  own  ac- 
)unt.  A  "very  aggressive" 
;rformer,  it  has  produced  a 
'■>"/<■  annual  return  over  the 
ist  five  years. 

If  you  want  to  take  a  big- 
;r  plunge — or  like  to  follow 
dividual  issues — many  rec- 
nmend  Europe,  which  is 
ming  off  a  lackluster  1991. 
Ithough  the  German 
andesbank's  record-high  in- 
rest  rates  are  prolonging 


the  current  European  reces- 
sion, Shearson  Lehman  Broth- 
ers strategist  Steve  Nagour- 
ney  sees  looser  money — and  a 
recovery — later  this  year  and 
in  1993.  Nagourney  is  espe- 
cially high  on  German  issues, 
including  Deutsche  Bank  and 
Felten  &  Guilleaume  Energie- 


in  the  hottest  developing 
economies  of  Latin  America 
and  Asia,  the  fund  is  "a  natu- 
ral bet  for  the  next  10  years." 
And  then  there's  Tokyo.  Even 
after  the  market's  50'/ 
plunge,  Wirz  still  likes  drug- 
maker  Sankyo — "the  Merck 
of  Japan" — and  cosmetics 


INVESTING  IN  THE  GLOBAL  ECONOMY 


Compdny 


Price*    Percent  change  Description 


sinceJan.  1,1991 

hMdMfeL  

$77 

71%  ; 

Sweet  profits  in  Europe,  Asia 

INSfiTUTMERIEUX 

953 

61 

French  vaccine  pioneer 

KEiYO  \ 

27 

48  t 

Japanese  housewares  ret( 

TElBONiU 

12 

40 

Spain's  AT&T 

MORGAN 

33 

Fordgn  profits  surging 

POLYGRAM 

NOFHRANN-U  ROCHE 
DEVrSOlE  BANK 
SHISEIDO 
DESC 


technik,  a  wire  and  cable  man- 
ufacturer doing  big  business 
in  the  country's  awakening 
east.  But  there's  more  to  Eu- 
rope than  Germany.  Fiduciary 
Trust  Co.  International's  Pas- 
cal Wirz  is  buying  Institut 
Merieux  International,  a 
French  vaccine  producer,  as 
well  as  Dutch  entertainment 
giant  Polygram. 

If  you  have  a  taste  for 
more  adventure,  Francis  Led- 
widge  of  Bankers  Trust  sug- 
gests Templeton's  Emerging 
Markets  Fund.  With  holdings 


manufacturer  Shiseido.  Hold- 
ing some  of  these  issues  may 
subject  you  to  foreign  with- 
holding taxes  on  dividends.  So 
you  might  need  to  file  with 
the  Internal  Revenue  Service 
to  receive  a  credit  against 
your  U.  S.  taxes.  But  most 
global  investors  regard  this 
as  a  minor  annoyance. 
STRONG  BONDS.  Don't  forget 
about  bonds  when  you  get 
ready  to  invest  globally.  Al- 
though the  Federal  Reserve 
has  been  pushing  down  U.  S. 
interest  rates  to  levels  unseen 


for  years,  yields  still  remain 
high  abroad.  David  Kenerson 
Jr.  of  New  York's  Van  Eck 
Associates  notes  that  medi- 
um-term Spanish  government 
bonds  now  yield  around  117f. 
The  most  efficient  way  to  cap- 
ture such  yields  is  through 
global  bond  funds.  Van  Eck's 
World  Income  Fund,  for 
instance,  posted  a  19. 67^ 
total  return  in  1991.  With 
European  interest  rates 
expected  to  fall  in  com- 
ing months,  1992's  re- 
sults "won't  be  as  spec- 
tacular," cautions  Mark 
Turner  of  the  Scudder 
International  Bond  Fund. 
But  he  and  others  still 
expect  yields  overseas  to 
remain  above  those  in 
the  U.  S. 

If  you  can't  bother 
with  the  chore  of  keep- 
ing up  with  bourses  from 
Sweden  and  Singapore, 
there  is  still  a  way  to 
make  your  portfolio 
more  worldly:  Buy 
shares  of  U.  S.  compa- 
nies that  generate  a  hef- 
ty portion  of  their  earn- 
ings overseas.  Scudder, 
Stevens  &  Clark's  Lincoln 
Rathnam  estimates  that  Latin 
America  accounts  for  257'  of 
J.  P.  Morgan's  trading  and 
underwriting  profits.  Or  take 
Coca-Cola  Co.  Europe,  Indone- 
sia, and  a  host  of  other  thirsty 
regions  now  produce  807  of 
its  net. 

For  many  such  multination- 
als, putting  assets  to  work  on 
a  global  scale  is  routine  prac- 
tice. For  many  pros,  the  same 
logic  holds  for  individuals  as 
well.  William  Glasgall 
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LET  A  PC 
PLAN  YOUR 
RETIREMENT 

Living  comfortably  in  re- 
tirement is  a  big  part  of 
the  American  dream. 
But  you  can  spend  many  a 
sleepless  night  pondering  how 
much  you  need  to  save  to 
make  it  come  true.  Instead, 
three  new  computer  programs 
can  do  the  job  in  seconds. 

While  many  brokers  and  fi- 
nancial advisers  provide  plans 
after  days  or  weeks  of  analyz- 
ing your  investments,  new 
Shearson  Lehman  Brothers' 
software  lets  the  firm's  reps 
produce  a  free  analysis  while 
you  wait.  Or,  if  you  have  a  PC, 
you  can  make  your  own  plan 
and  update  it  any  time.  Nov- 
ice computer  users  will  prefer 
T.  Rowe  Price's  $15  Retire- 
ment Planning  Kit  (800  541- 
8036).  Calypso  Software's  $99 
Retire  .\s,\l'  provides  a  more 
detailed  plan  (800  225-8246). 

The  j)rograms  ask  for  your' 
age,  retirement  year,  expect- 


ed pension,  current  invest- 
ment data,  and  whether 
you're  an  aggressive,  moder- 
ate, or  conservative  investor. 
They  quickly  compute  such 
things  as  what  you'll  collect 
from  Social  Security  and  how 
inflation  will  affect  your  dol- 
lars. Then,  they  use  actuarial 
data  to  determine  how  many 
years  you'll  have  to  live  off 
vour  investments  and  what 


you  should  save  by  the  time 
you  quit  work.  For  example, 
the  T.  Rowe  Price  analysis 
says  a  45-year-old  making 
$75,000  after  taxes  will  need 
$745,350  to  retire  at  65. 
WHAT  IFS.  Administered  by  a 
financial  consultant  at  your 
elbow,  Shearson's  program 
can  help  you  set  goals — but 
you  might  also  get  a  sales 
pitch  for  its  investment  prod- 


ucts. The  T.  Rowe  Price  pro- 
gram includes  a  soft  pitch,! 
too:  on-screen  promotion  for' 
its  mutual  funds.  But  it  lets 
you  quickly  estimate  retire- 
ment costs  with  either  a  rule- 
of-thumb  assumption  that 
they'll  run  60%  to  80%  of  pres- 
ent expenditures  or  estimates 
of  what  you'll  spend  on  cloth- 
ing, travel,  and  such.  Once 
you  see  how  much  you'll  need 
to  save,  a  keystroke  compares 
a  lump-sum  withdrawal  of 
tax-deferred  savings  to  taking 
cash  out  periodically. 

Calypso's  weightier  Retire 
ASAP  program  lets  you  pro- 
duce up  to  10  what-if  scenari- 
os— for  instance,  how  you 
would  fare  if  Social  Securitj 
payments  grew  37^  annually 
or  you  quit  your  job  and  lost 
a  pension.  It  also  offers  guid 
ance.  Where  T.  Rowe  Price's 
program  assumes  a  paid-ofi 
mortgage  by  retirement.  Re 
tire  A.SAP  suggests  that  you 
consider  a  reverse  annuitj 
mortgage,  wherein  a  bani 
pays  you  in  advance  for  youi 
home  and  lets  you  continue  tc 
occupy  the  house  during  you) 
lifetime.  The  software  evei 
gives  tips  on  housing  choices 
medical  care,  and  leisun 
activities.  Don  Dun 


When  money  seems 
tight,  it's  easy  to  put 
investing  on  the  back  burner. 
But  there's  a  relatively  pain- 
less way  for  owners  of  divi- 
dend-paying stocks  to  beef 
up  their  holdings.  More  than 
700  companies  let  sharehold- 
ers automatically  reinvest 
dividends  into  more  stock. 
Usually,  that  lets  you  bypass 
a  brokerage  fee.  And  some 
companies  even  give  a  dis- 
count on  the  stock  itself. 

Such  dividend  reinvest- 
ment plans  (DRPs)  employ  a 
time-honored  investment 
technique:  dollar-cost  averag- 
ing. By  investing  a  fixed 
! nount  at  regular  intervals, 
■  .!  buy  fewer  shares  when 
iIk-  .  tock  price  is  high  and 
n!(.n'  when  the  price  is  low- 
'^y.  A  $500  investment,  for 
■:<am;)i",  would  buy  10 
•  hare.^  a  stock  was  at  $50, 
;ind  2;:  .,t>ares  if  it  fell  to  $25. 
Over  '.!.r>o.  that  results  in  an 
-iveragi   jn-iee  to  you  that's 


Smart  Money 

REPLANTING  DIVIDENDS: 
IT'S  EASY  AND  CHEAP 


lower  than  the  stock's  aver- 
age market  price. 

Banks  and  electric  utilities 
dominate  drp  rosters.  A  few 
foreign    companies  with 


DIVIDEND  PLANS 
THAT  SAVE  MONEY 


Company 

Stock  Reinvestment 
price*  discount 

AMERIUN 
EXPRESS 

213/4 

3% 

BAY  STATE 
GAS 

233/4 

3 

EASTERN 
UTILITIES 

203/4 

5 

GREEN 

MOUNTAIN 

POWER 

293/4 

5 

•■As  of  Feb.  1 1 

DATA:  STANDARD  8.  POOR'S  CORP 


American  Depositary  Re- 
ceipts (ADRs),  which  repre- 
sent shares  of  foreign  com- 
panies traded  in  the  U.  S., 
offer  DRPs  as  well,  including 
SmithKline  Beecham  and 
British  Petroleum.  Most  com- 
panies don't  charge  adminis- 
trative fees  for  the  plans,  so 
the  entire  dividend  check 
goes  toward  more  shares. 
TAXABLE.  Even  better,  about 
100  companies  offer  a  dis- 
count, usually  37'  or  5%,  for 
shares  bought  with  reinvest- 
ed dividends.  You  can  find  a 
list  in  S&P's  Directory  of 
Dividend  Reinvestment 
Plans  ($70  for  two  issues; 
$39.95  for  one;  809-777-4858). 
Evergreen  Enterprises  has  a 


$28.95  guide  (P.  0.  Box  763 
Laurel,  Md.,  20725-0763). 

Investors  usually  have  to 
own  at  least  one  share  of 
stock  to  enroll  in  a  drp.  If 
you  agree  to  have  dividends 
reinvested,  however,  some 
companies,  such  as  Bank  offn 
New  York,  Minnesota  Power 
&  Light,  and  Texaco,  will  sell 
you  your  first  shares  direct- 
ly, up  to  a  set  dollar  amount. 
You  may  also  invest  addi 
tional  cash  at  set  periods 
Selling  plan  shares  involves 
a  small  fee,  often  about  1% 

Keeping  track  of  your  DRPfn 
shares  is  important.  Even 
though  you  haven't  seen 
your  dividends,  you  m.ust  en- 
ter them  as  income  on  your 
tax  return.  And  while  you 
may  escape  a  broker's  fee 
you  won't  be  able  to  give  Un 
cle  Sam  the  slip:  You  will  be 
taxed  on  the  difference  be 
tween  any  discounted  pricejiii 
and  the  shares'  fair-market 
value.  Suzanne  Woolle% 


1  '0  Rl  K.ihji 


A  SUNNY  MY,  A  SET  OF  SKIS, 


A  GUIDE  TO  HELI-SKIING  IN  THE  U.S. 

COLORADO  HELI-SKI,  P.O.  Box  64.  Frisco,  Colo.,  80443;  800 
HELISKI;  Arapahoe,  White  River,  and  San  Isabel  National  Forests 

HIGH  MOUNTAINS  HELICOPTER  SKIING,  P.O.  Box  173,  Teton  Village, 
Wyo.,  83025;  307  733-3274;  Snake  River  Range 

NORTH  CASCADE  HELI-SKIING,  P.O.  Box  367,  Winthrop,  Wash., 
98862;  509  996-3272;  Okanogan  National  Forest 

SUN  VALLEY  HELI  SKI,  P.O.  Box  978,  Sun  Valley,  Idaho,  83353;  208 
622-3 1 08;  Sav/tooth  National  Forest 

TELLURIDE  HELITRAX,  P.O.  Box  1560,  Telluride,  Colo.,  81435,  303 
728-4904;  San  Juan  and  Uncompahgre  National  Forests 

WASATCH  POWDERBIRD  GUIDES,  P.O.  Box  57,  Snowbird,  Utah, 
84092;  801  742-2800;  Wasatch  and  Uinta  National  Forests 

DATA  BW 


f  crowded  slopes  and 
packed  snow  take  the 
thrill  out  of  skiing,  there's 
ifferent  kind  of  adventure 
iting  for  you — helicopter- 
ing. You  get  to  ski  on  vir- 
powder  at  elevations  of 
)0  to  18,000  feet.  And  you 
ive  on  the  ultimate  lift:  a 
irlybird. 

Ikiers  say  schussing 
ough  the  fluffy  high-moun- 
1  powder  feels  like  float- 
,  because  you  ski  in  the 
iw  instead  of  on  top  of  it, 
you  would  on  a  groomed 
pe.  "It's  the  best  skiing 
re  is,  untracked  powder  ev- 
run,"  says  Bruce 
vater,  chairman  of  General 
Is,  who  helicopter-skis  ev- 
winter  in  Telluride,  Colo, 
leli-skiing  used  to  mean  an 
lensive  week  in  the  back- 
ads  of  the  Canadian  Rock- 
Now,  operators  located 
ir  major  ski  areas  in  the 
3.  Rockies  have  made  it 
sible  to  take  day  trips  and, 
;  Atwater,  "go  when  it's 

iRN'  HEAVEN.  The  nicest 
e  to  go  is  early  spring, 
en  the  days  are  longer  and 
rmer,  and  frequent  heavy 
■wfalls  improve  conditions. 
;  snow  on  inclines  facing 
th  can  "corn  up,"  too,  a 
dition  many  skiers  love.  It 
urs  when  the  snow  freezes 
1  thaws  over  a  period  of 
e,  forming  crusty  gran- 
5.  The  gliding  effect  skiers 

on  corn  snow  prompts  Mi- 
el  Friedman,  program  di- 
tor  at  Telluride  Helitrax,  to 

it  "ballroom  skiing." 
.  full-day  tour  costs  about 
5  per  person.  The  price  in- 
ks a  hot  or  cold  box  lunch, 
es  and  hot  tea — so  you 
'.'t  get  dehydrated — and 
a-energy  snacks  such  as 
p  (a  nut  and  dried  fruit 
ture).  Some  operators  also 
ir  half-day  trips  and  tours 
)  the  backcountry  with 
might  stays  in  lodges, 
"elicopter-skiing  operators 

i  children  as  young  as  12. 


Worth  Noting 


\IL  SALE.  This  year,  for  as 
J  as  $3,200-^the  normal 
e  of  a  single  cabin — you 
a  companion  can  share  a 


Still,  you  must  be  a  solid  in- 
termediate skier  or  better — 
and  in  good  shape — to  with- 
stand the  altitude  and  strenu- 
ous exercise.  It's  a  good  idea 
to  train  for  at  least  two  weeks 
with  a  daily  aerobic  workout 


double  on  the  Queen  Eliza- 
beth 2  from  New  York  to 
Southampton  and  fly  back 
free  to  anv  of  11  U.  S.  cities. 
For  details,  call  800  221-4770. 
■  STARTING  OVER.  Looking  for 
a  more  entrepreneurial  line  of 


to  build  your  stamina.  If 
you're  coming  from  sea  level, 
plan  a  day  or  two  to  acclimate 
yourself  to  the  altitude. 

The  day  begins  with  a  45- 
minute  safety  talk  that  in- 
cludes avalanche  safety  train- 


work?  More  than  500  exhibi- 
tors will  participate  in  the  In- 
ternational Franchise  Expo  on 
Apr.  10-12  in  Washington, 
D.  C.  Single-day  admission  is 
$15;  three  days  cost  $25.  Call 
800  393-1333  to  register. 


ing.  While  operators  check 
continuously  for  avalanche 
potential,  there's  always  the 
danger  that  unstable  snow- 
conditions  will  trigger  a  slide. 
Just  in  case,  you're  outfitted 
with  a  transceiver  that  allows 
you  to  send  and  receive  emer- 
gency signals  to  and  from 
other  members  of  your  party. 

Heli-ski  operators  have  a 
good  safety  record,  but  prob- 
lems do  crop  up,  ranging 
from  malfunctioning  helicop- 
ters to  skiers  getting  lost 
in  the  woods.  Guides  warn 
you  to  watch  out  for  cliffs 
and  crevices  as  well  as  tree 
wells — natural  hollows  that 
form  around  the  base  of  large 
trees.  If  you  ski  into  one, 
you  can  have  trouble  getting 
out. 

NATURAL  HIGH.  Following 
safety  instruction,  you  climb 
aboard  the  helicopter.  If 
you're  new  to  heli-skiing,  your 
guide  explains  the  fine  points 
of  schussing  through  powder, 
then  takes  you  on  a  run  to 
assess  your  ability.  A  guide  is 
assigned  to  every  three  or 
four  persons.  After  each  run, 
the  helicopter  whisks  you  up 
to  a  new  untouched  spot.  By 
the  end  of  the  day,  you'll  have 
taken  six  or  seven  runs,  with 
the  final  run  usually  starting 
within  range  of  the  ski  resort 
so  you  can  make  your  way 
back  to  the  base. 

You  can  rent  powder  equip- 
ment or  bring  your  own 
downhill  skis,  but  they  must 
have  flex.  Operators  may  al- 
low monoskis  and  snow- 
boards, too.  Goggles  instead 
of  sunglasses  and  a  one-piece 
ski  suit  protect  you  from  the 
flying  powder.  'Temperatures 
change  rapidly  at  high  alti- 
tudes, so  you'll  want  layers  of 
clothing  under  the  suit. 

There's  no  drinking  liquor 
until  you're  off  the  slopes.  At 
12,000  feet  alcohol  packs  quite 
a  wallop.  But,  for  heli-skiers, 
floating  through  untracked 
powder  is  the  greatest  high  of 
all.  Sandra  Atchison 


■  SPLIT  DECISIONS.  To  ease  fi- 
nancial traumas  when  a  mar- 
riage ends,  Commerce  Clear- 
ing House  offers  Divorce  & 
Taxes,  a  $5,  64-page  booklet 
on  matters  of  interest  to  the 
IRS.  Call  800  248-3248. 
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WANT 
HIGHER 
INCOME 
FROM  YOUR 
SAVINGS? 

Value  Line's 
U.S.  Gov't  Fund 


R^ANKED  #1  FOR 
FIVE  YEARS! 


VALUE  LINE  U.S.  GOVT. 
SECURITIES  FUND  ranked 
#1  for  total  return  among  all  61 
U.S.  Government  Securities 
Funds  for  the  five  years  ended 
12/31/91  according  to  Lipper 
Analytical  Services. 

The  Fund  Features: 

•Free  checking 
•  Free  telephone  exchange  to 
other  Value  Line  no-load  funds 

The  flind's  average  Annual  Total 
Return  Thru  12/31/91  has  been 

lyear  16.42°" 
5  years  9.94°° 
10  years  13.26°» 


IDEAL  FOR  IR.VS 


Past  performance  is  no  guarantee  of  future  results. 
Investment  return  and  principal  value  of  an  invest- 
ment will  fluctuate  so  that  shares,  when  redeemed, 
may  be  worth  more  or  less  than  the  original  cost. 
Investors  should  carefiilly  read  the  prospectus  which 
contains  more  complete  information,  including 
management  fees  and  expenses,  before  investing  or 
sending  money. 

For  a  prospectus: 
Call  24  hours, 
1  800-223-0818  (Ext.  1321) 

LINE  ■i^aB® 

MUTUAL  FUNDS 

D  !sr-,b'.:tor:  Value  Line  Securities,  Inc. 
711  3rd  Avxnue,  New  York  NY  10017-4064 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  fea- 
ture with  a  significant  reference  to  o  company.  Most 
subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  ore  not  included. 


Abfall  Beseitigungs 

Technologien  74 
Acadian  Asset 

Management  108 
Adidos  51 

Aetna  Life  &  Casuolty  60 
Air  Canada  70 
American  Airlines  70 
American  Capital  Bond  105 
American  Express  70 
American  Home  Products  90 
Apple  Computer  46,  60 
Applied  Energy  Services  73 
Artro  Group  35 
ASEA  Brown  Boven  74 

AT&T  42,  60,  70 
Automotic  Data 
Processing  88 
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Bank  of  New  York  110 
Bankers  Trust  108 
Banyan  Systems  65 
Bell  Atlantic  36,  108 
Bell  of  Pennsylvanio  36 
Benham  GNMA  91 
B.scuit  8 

Bloomberg  Financto! 

Markets  88 
Boeing  60 

Borland  International  60,90 
Boston  Bruins  86 
Boston  Celtics  86 
British  Aerospace  78 
British  Airways  56,  70 
British  Petroleum  110 
Burton  Group  70 


Calypso  Softwore   1 10 
Camus  8 

Cantor  Fitzgerald  88 
CBS  40 

Centaur  Partners  90 
Chemicol  Bank  32 
Chrysler  46 

Chubu  Elect'-c  Power  74 
Cigna  54 

Citicorp  32,  54,  70.  88 
C  Itoh  18 
Coco-Coio  108 
Compaq  65 
Contel  Cellular  36 
Continental  Airlines  56 
Continental  Bonk  35 
Convex  Computer  73 
Corning  33,  74 
Cornrows  &  Co.  76 
Cray  Research  73 
Cushman  &  Wokefield  26 


Deon  W.fter  91 
DEC  74 

Delowore  North  86 
Detroit  Pistons  86 
Deutsche  Bank  108 
Dillon,  Read  35 
Dominick  &  Dominick  86 


Donaldson,  Lufkln  & 
Jenrette  35,  54 

Dow  Chemical  33 

Dow  Corning  33,  1 14 

Dow  Jones  88 

Dreyfus  Strategic 
Municipals   1 05 

DRi/McGraw  Hill  30 

DuPont  78 


Eastman  Kodak  34 

Ebaro  74 

EJV  Partners  88 

Electronic  Data  Systems  42 

Engineered  Support 

Systems  78 
Enstar  Group  54 
Envirodyne  35 
Evergreen  Enterprises  110 
Exxon  33 


Federol  Express  42 
Felten  &  Guilleaume 
Energietechnik  108 
Fidelity  Investments  88  91 
Fiduciory  Trust  108 
Foster  Wheeler  Energy  74 
FoxMeyer  90 
Frank  Russell  108 
Frequency  Marketing  70 
Fuii  Electric  74 


GE  78 

General  Dynomics  78 
General  Mills   1 1 1 
Glaxo  108 
Global  Yield  105 
GM  33,42,60,78 
Goldman  Sachs  88 
Greenwood  Trust  32 


Hombrecht  &  Quist 

Healthcare  Investors  105 
Hennessy  8 
Hewlett-Packard  60 
High  Income  Advantage  Trust 

II  105 
Hitachi  74 
Holiday  Inns  70 
Honda  74 
Honeywell  34 
Hooker  Chemical  33 
House  of  Fabrics  90 
Hughes  Aircraft  78,  82 
Hyundai  50 
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IBM  42,  60,  65,  70,  78,  88 

IDS  Financiol  Services  30 
Immune  Response  90 
Institut  Merieux  108 
Intel  73 

Ishikowojimo-Harimo  Heavy 

Industries  74 
ITT  40 


Johnson  &  Johnson  33,  90 

K 


Kajimo  74 

Kansallis-Osake-Pankki  88 
Kinder-Core  Learning 
Centers  54 


Knicks  86 
Kn.ght-Ridder  88 
Kohlberg  Krovis  Roberts  35 


La  Petite  Academy  54 
Latin  American 

Investment  105 
Lazord  Freres  40 
Lehman  Brothers  105 
Lex  Service  108 
Link  Resources  36 
Lodestar  Group  54 
Loral  78 

Lotus  Development  60 
Loyalty  Manogement 
Group  70 

M 


MocGregor  Golf  73 
Manufacturers  Hanover  32 
Marriott  38 
Matsushita  74,  90 
Mazda  74 
McCaw  Cellular 

Communications  36 
McGrow-Hii:  28,  78 
Merck  90 

Merrill  Lynch  54,  60,  108 
Metro  Mobile  CTS  36 
mGm  40 
Microsoft  60,  65 
Minnesota  Power  &  Light  1 10 
Minolta  Camero  34 
Mitsubishi  Heavy 

Industries  74 
Morgan  (J.P  ,  108 
Morgan  Stanley  86 
Motorolo  36 
MSG  86 


National  Intergroup  90 
National  Westminster 

Bank  70 
NCR  42 
Nestle  108 

New  England  Electric  73 
NeXT  60 
I  Nippon  Steel  74 
Nissan  74 
Norden  Systems  78 
Northern  Telecom  36 
Northwest  Airlines  13 
Novell  60 


Orlando  Magic  86 
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Paramount 

Communications  86 
Peugeot  51 
Philips  90 
Polygram   1 08 
Pont  Data  88 
Promus  38 


Quorum  Health  Group  13 
Quotron  Systems  88 

R 


Rolston  Purina  40 
Rangers  86 
Royovoc  74 


Regional  Financial 

Associates  78 
Reuters  Holdings  88 
Robins  (A.H.I  33 
Robinson-Humphrey  42 
Rockwell  International  78 
Royal  Dutch/Petroleum  101 
Remy  Martin  8 


Salomon  Brothers  35 

Samsung  50 

Sanford  C.  Bernstein  91 

Sonkyo  108 

Sanyo  74 

Scudder,  Stevens  & 

Clark  108 
Sears  of  Conodo  70 
Sears,  Roebuck  32 
Security  Benefit  Life 

Insurance  35 
Security  Pacific  90 
Semi-Tech  (Global)  90 
Sharp  74 
Shearson  Lehmon 

Brothers  60,  108,  110 
Shell  70 
Shiseido  108 
Singer  90 
Smith  Barney,  Harris 

Uphom  36,38,54 
SmithKline  Beechom  110 
Sony  90 

Southern  California 

Edison  108 
Standard  &  Poor's  56 
Sun  Microsystems  60 


Taisei  74 
Telerate  88 
Telluride  Helitrox  1 1 1 
Texaco  110 
Textron  Lycoming  78 
Time  Warner  18,  70 
TNT  42 

Tokyo  Electric  Power  74 
Toshiba  18,70 
Toyota  74 

t  Rowe  Price  91,  110 
Trump  Organization  38 
Trump  Shuttle  56 
TRW  46 
TWA  56 


Unilever  108 
United  Airlines  70 
United  Technologies  78 
USAir  13,70 
USF&G  Pocholder 
Usinor  Socilor 
U.S.  Sprint  70 
U.S.  Surgical  90 


'0 

holder  105  i. 

or  51  L 
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Van  Eck  Associates  108 
Von  Kompen  Merritt  35 
Vanguard  Group  91 
Visa  USA  40 
Vitesse  Semiconductor  7<, 
Volkswagen  70 

w 


Wol-Mort  Stores  90 
Waldenbooks  70 
Waters  Information 

Services  88 
Wells  Forgo  32 
Word  Perfect  60 


Zurn  Industries  74 
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MMENTARY 

iile  Foreign  equity  marketi  were 
the  decline,  U.S.  stocks  scored 
iressive  gains— despite  conttn- 
)  weakness  tn  the  bond  nnarket. 
:lical  issues  were  especially 
>ng  as  investors  look  for  the 
momic  recovery  to  boost  earn- 
s.  Housing  and  home  furnishing 
:ks  have  been  soaring  recently 
inticipation  of  a  rebound  in 
ising,  but  health  care  and  drugs 
'e  pulled  back  somewhot  after 
|e  runups.  Although  many  ana- 
s  ore  worning  that  the  market  is 
:ey  ot  these  levels,  the  technical 
icators  have  stilt  not  weokened. 


STOCKS 

Feb.  Aug 


Feb.  6-12 


THE  DOLLAR 

Feb.  Aug. 


Feb.     Feb.  5-12 


52-week  chonge 
+  1.9% 


1-week  change 
-0.8% 


1-week  change 
+  1.1% 


lARKET  ANALYSIS 


% 

change 

S.  STOCKS 

Latest 

Week 

SZ-week 

H  JONES  INDUSTRIALS 

3276.8 

0.6 

12.6 

COMPANIES  (Russell  lOOO) 

222.1 

0.8 

15.7 

Ml  COMPANIES  (Russoll  2000) 

212  6 

1.6 

36.4 

COMPANIES  (Russell  3000) 

237.6 

0,8 

16.8 

%  change  (local  currency) 

REIGN  STOCKS 

Latest 

Week 

52-week 

IDON  (FINANCIAL  TIMES  100)  2523  7  -0  9  113 

;Y0  (NIKKEI  INDEX)  21,5416  -18  -14.3 

lONTO  (TSE  COMPOSITE)  3595  8  -0  3  2  2 


FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

90-DAY  TREASURY  BILL  YIELD 

3,85% 

3.93% 

6.0% 

30-YEAR  TREASURY  BOND  YIELD 

7,81% 

7.73% 

8.0% 

S&P  500  DIVIDEND  YIELD 

2  95% 

2.95%. 

3.3% 

S&P  SOO  PRICE/EARNINGS  RATIO 

25.2 

24  4 

16  8 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  26-weelc  moving  average 

394.2 

393.3 

Positive 

Stocks  above  26-week  moving  average 

71.6% 

7 1 .0% 

Neutral 

Speculative  sentiment:  Put/call  ratio 

0.34 

0  36 

Neutral 

Insider  sentiment:  Vickers  sell/buy  ratio 

1.62 

1,56 

Positive 

NDUSTRY  GROUPS 


UR-WEEK  LEADERS 


BRIDGE  INFORMATION  SYSTEMS  INC. 


%  change 
4-week  52-week 


Strongest  stock  in  group 


%  change 
4-week  S2-week 


Price 


MACHINE  TOOLS 


27.2 


25.4 


CINCINNATI  MILACRON 


36.4 


13  2 


15 


HOMEBUILDING 

20.4 

81.3 

KAUFMAN  &  BROAD  HOME 

32.2 

93.0 

24  '/8 

URNISHINGS  AND  APPLIANCES 

18.2 

48.1 

ARMSTRONG  WORLD  INDUSTRIES 

22.1 

12.9 

31  % 

}IL  AND  GAS  DRILLING 

17.6 

-28.5 

ROWAN 

33.3 

-35.0 

6  '/2 

>EMICONDUCTORS 

16.7 

34  7 

NATIONAL  SEMICONDUCTOR 

317 

51.9 

9'/e 

UR-WEEK  LAGGARDS 

%  change 
4-week 

S2-week 

Weakest  stock 

in  group 

%  change 
4-week  52.week 

Price 

lEAlTH  CARE  SERVICES 

-13.9 

90,3 

ALZA 

-17  3 

49.1 

43  Vs 

IROADCASTING 

-9.0 

-3.0 

TELE-COMMUNICATIONS 

-12.7 

2.5 

15  '/2 

)RUGS 

-7.9 

35.9 

PFIZER 

-12.6 

52.7 

73  % 

AULTIUNE  INSURERS 

-7.1 

3.2 

CNA  FINANCIAL 

-16.7 

7.6 

85 

AEDICAL  PRODUCTS  AND  SUPPLIES 

-6.8 

33.0 

BIOMET 

-17.4 

96.£ 

23  Vs 

lUTUAL  FUNDS 

MORNINGSTAR  INC, 

IDERS 

'■week  total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

S&P  500 
4-week  totol  return 

^^^^1  Average 
52-week  totol  relur 

fund 

IDELITY  SELECT  SOFTWARE  &  COMPUTER 
CHIELD  AGGRESSIVE  GROWTH 
HERMAN  DEAN 

13.9 
13.6 
13,2 

STRATEGIC  GOLD/MINERALS 
STRATEGIC  INVESTMENTS 
FIDELITY  SELECT  BIOTECHNOL 

-12.4 
-1 1,2 
-7  3 

1  

  2 

1  

OGY 

»eek  total  return 

 i^HI — 

 ^   ° 

-  18 

-  9 

% 

S2-weelc  total  return 

% 

iPPENHEIMER  GLOBAL  BIO-TECH 
MERICAN  HERITAGE 
iBERWEIS  EMERGING  GROWTH 

108.8 
104,9 
78  0 

STRATEGIC  GOLD/MINERALS 
FIDELITY  SELECT  ENERGY  SERVICE 
METLIFE-STATE  STREET  GLOBAL  ENERGY 

-29  7 
-26  7 
-18  4 

  -1 

  -2 

  0 

EIATIVE  PORTFOLIOS 


DATA  RESOURCES  INC. 


lar  amounts 
resent  the  present 
je  of  Si 0,000 
!Sted  one  year  ago 
ach  portfolio 

:entages  indicate 
■day  total  returns 


U.  S. slocks 
$11579 

-0.02% 


LU 


Treasury  bonds 
$1U32 

-0.27% 


FonngTi  stocks 
$10,976 

+  1.04% 


nil 


Money  market  fund 
$10,489 

+0.07% 


Gold 
$9,756 

-0.35% 


oto  on  this  page  are  as  of  market  close  WecJnesdoy,  Feb-  12,  1992,  unless  otherwise  incJicated 
try  groups  include  S&P  500  companies  only,  performonce  and  shore  prices  ore  as  of  market  close 


Feb,  )  1  Mutual  fund  returns  ore  os  of  Feb.  7.  Relotive  portfolios  ore  valued  os  of  Feb  I  1  A  more 
detailed  explanation  of  this  page  is  available  on  request 
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WHAT'S  WRONG  WITH 
BUSH'S  HEALTH  CARE  PIAN 

President  Bush  has  issued  a  blueprint  for  refoiTning  the 
nation's  health  care  system.  But  his  plan  won't  curb 
spiraling  medical  costs  or  ensure  that  every  American 
has  health-insurance  coverage.  If  anything,  the  Bush  plan 
could  actually  make  medical  costs  rise  even  faster.  Its  tax 
breaks  would  put  more  money  in  people's  pockets  to  pay 
more  for  medical  insurance,  without  providing  a  mecha- 
nism to  control  health  care  costs. 

There  are  a  few  good  ideas  in  the  President's  $100  billion, 
five-year  plan— including  his  proposal  to  force  insurers  to  re- 
new policies  for  employers,  regardless  of  their  workers' 
health  records,  and  to  provide  incentives  for  managed-care 
plans,  such  as  health  maintenance  organizations.  Yet  the 
Administration's  overly  cautious  outline  is  fatally  flawed.  The 
President  didn't  explain  how  he  would  pay  for  his  plan  to  of- 
fer tax  breaks  to  the  middle  class  and  subsidies  to  the  poor 
to  pay  for  health  insurance. 

What  is  the  answer?  BUSINESS  week  favors  managed 
competition  (BW— Oct.  7),  a  scheme  that  would  give  the 
private  sector  the  same  kind  of  clout  in  controlling  costs  that 
Washington  has  when  it  sets  prices  for  procedures  covered 
by  medicare.  Large  employers  already  wield  pricing  muscle 
when  they  negotiate  rates  with  hospital  and  doctor  net- 
works known  as  preferred  provider  organizations.  Small 
employers  could  get  similar  market  power  if  Washington  cre- 
ated—and forced  small  companies  to  finance— cjuasi-govern- 
mental  regional  insurance-buying  companies.  While  forced 
participation  may  seem  onerous,  small  companies  now  un- 
fairly benefit  from  a  system  in  which  providers  charge 
large  employers  inflated  fees  to  subsidize  treatment  of 
workers  who  have  no  coverage. 

The  government  also  must  finance  research  into  the  dif- 
ferences in  cost,  quality,  and  practices  among  doctors  and 
hospitals.  The  data  would  let  purchasers  of  health  care 
know  what  procedures  work  best  for  specific  problems, 
what  fees  are  reasonable,  and  whose  patients  fare  best  after 
treatment.  Studies  show  that  high  cost  doesn't  always  mean 
high  quality.  Anned  with  this  knowledge,  employers  and  in- 
surers could  form  networks  of  low-cost,  high-quality 
providers  and  send  workers  to  them.  Information,  not  an- 
other set  of  tax  breaks,  is  needed  to  create  a  market  for 
health  care  that  provides  both  quality  and  financial  discipline. 


IIFT  THE  VEIL  OF 
COURT-ORDERED  SECREa 

H  iider  pressure  from  the  Justice  Dept.,  Dow  Corning 
!  ^^W,  ^  ofP-  '>n  Feb.  10  made  public  hundreds  of  pages  of 
I  '^S^P'  ur.pany  documents  that  go  back  as  far  as  1971  and 
I  iM.st  c!(!i;lit  on  breast-implant  safety  (page  33).  Eight  months 
I  ago,  bi  -UNEss  WEEK  published  a  story  detailing  the  existence 
I  ••'t  iho-  .-  .'nternal  documents— many  of  which  were  produced 


in  the  course  of  lawsuits  filed  by  women  alleging  that  the 
implants  wreaked  havoc  on  their  immune  systems  (BW— 
June  10).  Since  then,'  the  FDA  has  halted  implant  sales,  but 
the  litigation  documents  were  kept  sealed  for  years  under 
court-approved  secrecy  orders. 

It  needn't  have  taken  this  long  for  the  safety  data  to 
reach  the  public.  While  widely  used  to  move  cases  along, 
court  secrecy  orders  have  been  coming  under  intensifying  at! 
tack.  Increasingly,  the  secrecy  pacts  have  been  used  in  law- 
suits over  product  liability,  medical  malpractice,  and  envi- 
ronmental hazards,  as  well  as  business  disputes 
Court-approved  protective  orders  shield  documents  from 
the  public's  scrutiny  during  the  course  of  the  litigation 
And  the  parties  often  agi'ee  to  secrecy  as  a  condition  of  set 
tlement.  Recently,  such  orders  have  involved  consume) 
products  such  as  heart  valves  and  sleeping  pills. 

There  can  be  good  reasons  for  confidentiality.  The  se 
crecy  orders  may  safeguard  trade  secrets  from  competi 
tors  and  prevent  finvolous  copycat  suits.  Still,  a  broader  pub 
lie  interest  often  warrants  disclosure.  Courts  in  eight  state; 
already  have  made  confidentiahty  tougher  to  impose.  But  al 
judges  should  disavow  secrecy  pacts  except  on  narrow 
points  involving  legitimate  business  secrets.  Disclosun 
should  be  the  rule,  not  the  exception.  ' 


OFFSET  THE  DEFENSE 
CUTBACKS-NOW  

The  end  of  the  cold  war  should  be  welcome  news,  bu 
it's  bringing  bad  economic  tidings.  Defense  cuts  are  a 
ready  hitting  far  harder  than  most  people  expectec 
with  375,000  defense-related  jobs  lost  since  the  beginning  c 
the  recession  in  July,  1990.  If  Congress  and  President  Bus 
settle  on  slicing  $75  billion  out  of  the  Pentagon  budget  ove 
the  next  five  years,  the  recovery  is  sure  to  be  delayec 
and  it's  likely  to  be  disappointing  when  it  comes. 

That  situation  has  a  logical  corollary:  We  need  more  e> 
pansionary  monetary  and  fiscal  policies  to  offset  this  drag  o 
gi'owth.  The  inflation  risk  is  minimal,  especially  since  defensi 
has  been  one  of  the  more  inflationary  sectors  of  the  econa 
my,  with  production  regularly  done  on  a  cost-plus  basia 
With  the  defense  sector  shrinking  and  inflation  trendini 
down,  the  Federal  Reserve  need  not  hesitate  to  push  inteil 
est  rates  still  lower.  8 
On  the  fiscal  side,  too,  policymakers  need  to  be  boldel 
They  should  recognize  that  spending  and  incentives  have  | 
role  to  play  in  mitigating  the  effect  of  defense  cutbacHF' 
(page  82).  Over  the  long  run,  the  resources  freed  up  shoulli 
boost  innovation,  support  new  industries,  create  new  jobi 
and  put  the  economy  on  a  higher  gi'owth  track.  But  th 
economy  needs  short-term  help  to  make  that  transitioi 
Real  defense  outlays  could  drop  as  much  as  30%  fi'om  the 
1991  peak,  removing  an  enoiTnous  source  of  fiscal  stimulus  • 
the  economy.  Lawmakers  should  push  for  more  spending  ( 
infrastructure,  education,  and  civilian  research  and  deve 
opment.  Such  spending  would  keep  the  economy  gi'owing  : 
the  short  run  and  still  be  the  right  prescription  for  tl; 
country's  long-term  health. 
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'he  language  may  be  difficult, 
'he  food  may  be  different, 
'he  customs  may  be  unfamiliar, 
(ut  making  a  phone  call  back  to  the 
es  can  be  easy 

1st  dial  the  special  AT&T  USADirect® 
;ss  number  tor  the  country  you're  in. 
Within  seconds,  you're  in  touch  with 
\T&T  Operator  in  the  U.S.  who  can 
3  you  complete  your  call. 


Use  your  A T&T  Calling  Card  or  cal  I 
collect.  And  n(^t  only  can  you  minimize 
hotel  surcharges,  but  you  can  also  .save 
with  our  international  rates. 

On\y  AT&T  USADirect  Service  puts 
you  in  easy  reach  of  an  AT&T  Operator 
from  over  75  countries  around  the  wodd. 

And  it's  just  another  way  that  ATcS:T  is 
there  to  help  you  from  practically  any- 
where in  the  world. 


So  call  1  800  874-4000  Ext.  415 

for  a  free  information  card  fisting  AT&T 
USADirect  access  numbers. 

And  see  how  making  a  phone  call  from 
distant  lands  can  become  familiar  territory 


AT&T  USADirect  Service. 

Your  express  connection  to  AT&T  service. 


0  AT&T 


AT&T 

The  right  choice. 
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